











INTERNAL REVENUE INVESTIGATION 


HEARINGS 


SUBCOMMITTEE OF THE 
COMMITTEE ON WAYS AND MEANS 
HOUSE OF REPRESENTATIVES 
EIGHTY-SECOND CONGRESS 
SECOND SESSION 


ON 


ADMINISTRATION OF THE INTERNAL REVENUE LAWS 


PART 4 


MARCH 13, 14, 19, 20, 21, 24, 25, 26, 27, 28, 31, APRIL 1, 2, 3, 4, 23, 24, 28, 29, 30, 
AND MAY 5 1952 


Printed for the use of the Committee on Ways and Means 


a 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
91550 WASHINGTON : 1952 








COMMITTEE ON WAYS AND MEANS 
ROBERT L. DOUGHTON, North Carolina, Chairman 


JERE COOPER, Tennessee DANIEL A. REED, New York 

JOHN D. DINGELL, Michigan ROY O. WOODRUFF, Michigan 
WILBUR D. MILLS, Arkansas THOMAS A. JENKINS, Ohio 

NOBLE J. GREGORY, Kentucky RICHARD M. SIMPSON, Pennsylvania 
A. SIDNEY CAMP, Georgia ROBERT W. KEAN, New Jersey 
AIMB J. FORAND, Rhode Island CARL T. CURTIS, Nebraska 

HERMAN P. EBERHARTER, Pennsylvania NOAH M. MASON, Illinois 

CECIL R. KING, California THOMAS E. MARTIN, Iowa 

THOMAS J. O'BRIEN, Illinois HAL HOLMES, Washington 

J. M. COMBS, Texas JOHN W. BYRNES, Wisconsin 


HALE BOGGS, Louisiana 
EUGENE J. KEOGH, New York 
WALTER K. GRANGER, Utah 
BURR P. HARRISON, Virginia 
CHARLES W. Davis, Clerk 
Leo H. Irwin, Assistant Clerk 





SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL REVENUE LAWS 


CECIL R. KING, California, Chairman 


THOMAS J. O'BRIEN, Illinois ROBERT W. KEAN, New Jersey 
J. M. COMBS, Texas CARL T. CURTIS, Nebraska 
EUGENE J. KEOGH, New York JOHN W. BYRNES, Wisconsin 


ADRIAN W. DeEWIND, Chief Counsel 
II 





Testimony of— 
Applebaum, Joseph, Neponsit, Long Island, accompanied by J. Bertram 


Wegman and Saul Kaplan, attorneys 
Atkins, Craig S., Assistant Head of Interpretative ‘Division, Chief 
s Office, Bureau of Internal Revenue-- ~~~ 


Counsel’ 


Avis, Dwig 
sion, Bureau of 
Barnes, James T., revenue agent, 


of Internal Revenue 


CONTEN 








— SO1T, 


3595 ), 


ht E., Deputy Commissioner, Alcohol and Tobacco T: ix Divi- 
Internal Revenue__-- 
Upper New York Division, Bureau 


2996, 


Bolich, Daniel A., Brooklyn, N. Y., accompanied by Robert L. Calla- 
han, attorney. 


Brewster, Hon. Owen, 
Bridges, Hon. 


Hampst 


Burke, Richard J., 


Carnes, W 
nal Rev 
Cohen, All 


ire - 


illiam B., 


ert, internal revenue agent, 


counsel for ‘Joseph D.. 


special agent, Intelli 


3455, 


U Inited States Sens ator. from the State of Maine_ 
Styles, a United States Senator from the State of New 


Nunan, Jr ee 


gence Division, Bureau of In- 
EE ES ALGER AE LN LAL ESA ELLE DD 3533, 3553, 


Second New York Division, Bu- 


reau of Internal Revenue, accompanied by John C. Walsh, counsel_ 


Crouter, I 


staff, Bureau of 


Curry, Dr. 


John Ja 


Zarl C., assistant district counsel, 


Internal Revenue 


mes, 


Washington, D. 


C Fe Fae 


Pacific District appellate 


Davis, Irving, accompanied by Maxwell H. Goldstein, counsel________ 


Gill, Edward P.., 
Internal 


nal Rev 


Revenue 
Giunta, Rosario, special ag rent, Intelliget 


enue_ 


former investigator, Alcohol Tax Unit, 


Bureau of 


Ice ‘Division, Bureau of Inter- 


---- 2069, 2831, 


Graves, John L., “Chi iirman, Committee on P ractice, Department of the 
Treasury ...-.-. 


Haas, Mai 


irice A . New ‘York, 
Haley, Gilbert F. . Special age hg 


ternal Revenue 
Halperin, Max, ac ompanied by Henry G. Singer, counsel 
Hotel Washington, Washing 


Harding, Everett H., 
ton, D. ¢ 


Harper, E 


‘ 


ugene W., 


ternal Revenue 


Harzenste 


in, A. S., hearing examiner, Alcohol Tax Unit, 


ternal Revenue 


Hoffman, 


stein, ceé 


Hofrichter, 


Kilcullen, 


Klein, Hy 


Kleinman, 
of Inter 
Kurvers, ¢ 


Milton, New 


yunsel 


Richard, 


speci: ial agent, Intelligenc e Division, 


New 


man Harvey, 


George, 


York, N. Y., accompanied by Maxwell H. Gold- 


assistant manager, 


Paul, control clerk, Bureau 


York, N. ¥ 


Baltimore, Md., 
McGuigan and Richard Kilcullen, 


B ureau of In- 


» iekeinobene Division, Bureau of In- 


Bure au of In- 


‘of Internal Revenue, accom 
panied by Washington Irving Levy and A. 8S. Culter, attorneys 


counsel___- 


accompanied by E. Gayle 


. 8005, 


internal revenue agent, Brooklyn office, Bureau 
Nathan Math, attorney 


nal Revenue, 
special agent, Intelli 


reorge J., 


ternal Revenue_ 


Lathem, J 


ohn D., Jr., 


Intelligence Division, 


Leese, H. 
Internal 


Watson, 


head, 


Revenue 


accompanied by 


special agent in charge, 


gence Division, Bureau of In- 


Bureau of Internal Revenue 


racket squad, 


Washington office, 


Washington district, 


Bureau of 


Ill 


Page 
3659 
3600 
3266 
3216 


3479 
2931 


3189 
3523 


3588 


2683 


2993 
2878 


3602 
3284 


3710 
3413 


or 
vow 


2709 
2098 
342: 


2761 


3055 


2705 








IV CONTENTS 


Testimony of—Continued 
Lemay, George H., special agent 


Intelligence Division, accompanied 


by George W. Rutledge, internal revenue agent, Bureau of Internal 


Revenue_____-_ 7 


sadsisaninipsepeatantiiia iamenbtaiaiaphiabibig .. 3427, 3467, 3479 


Levy, I. Alfred, New York, J) a UE, 
Lipp, Rita M., Massapequa, N. Y_--~--~- ipisieshagtiniaaas, 
Loren, Perry W., Chief, Reorganization and Dividend Sec tion, Income 

Tax Division, ‘Bureau of Internal Revenue____--~~- ‘ Septinsndeatee: <a 
Maloney, William P., counsel to Mr. Grunewald_________- . 2901, 2959, 2971 
Marks, Morton, Lawrence, N. Y., accompanied by Boris Kostelanetz 

and Nahum A. Bernstein, counsel _ . 3387, 3388 
Marrs, Aubrey R., former head, tec hnic al staff, Bureau’ of Internal 

ER RE) a PT ES a BLT Pe Me BRL | 3277 
Be gt A SURE EC 3123 
McInerney, James M., Assistant Rae General, Cc riminal Division, 

a A a a ee -. 3506 


Miller Reyburn P., manager, Hotel Ww ashington, Washington, D. Cc . 8340 
Moll, Robert F., internal revenue agent, Bureau of Internal Revenue__ 3327 


Mould, William E., special agent, 
Nagle, Ralph S., internal revem 
Baltimore division ___._ 


Bureau of Internal Revenue___._... 3311 
1e agent, Washington branch office, 


one 
3329 


Nunan, Joseph D., former Commissioner of Internal “Revenue_ . 3733, 3754 


Olson, James B. E., Douglaston, 


Long Island, accompanied by Wil- 


liam W. Kleinman_ 3695 
Ostriker, Alexander J., New ‘York, accompanied by ‘Abraham N. ‘Geller 

and Bernard A. Saslow, counsel : AEM ere BA 325. 
Prutzman, Charles D., Juno Beach, Fla., and Forest Hills, N. Y___- 2262 
Quinn, T. Vincent, district attorney, Queens County, Long Island 

City, N. Y Beas eA SR 
Rosenberg, Ellis, W ashington, me Gen ae 3149 


Rutan, Howard H., Special y Ftv nt Section, “Bures au of Internal 


Revenue regres: hee 


. $257, 3276 


Saldana, Andres M.. internal revenue as gent, “second ‘district of New 


Saver, James D_ 


Se hwaeber, Martin, New York Ci 


Sokoloff, Sol, revenue agent, upper New York ‘district, Bureau of In- 


ternal Revenue_________~- 
Stearns, Joseph, Ww ‘ashington, D. 
Stowe, Clifford W., head, appellat 
Sullivan, Thomas Vv. attorney at 


Thomas, Walter H., special agent, in charge of St. Paul, Minn., dis- 


trict, Intelligence Division, Bu 
Vesce, Charles, depty zone collect 
Bureau of Internal Revenue, ¢ 


York, Bureau of Internal Revenue._._............_...__.___.. $633, 3553 
waked URE Ee AE 
ty . al. -- oov0 
a eee a a 3710 
Cc eae: att ne 2902, 2915, 2943 
e staff, Bureau of Internal Revenue 3332 
law, Chicago, Ill___.__-. 3561, 3590, 3592 
reau of Internal Revenue____--_- 3502 
or, third New York collection district, 
accompanied by Robert Mitchell, at- 
cae ce ee a 2754 


torney . aepapgaeunay 


Victory, Thomas J., special agent, Intelligence Division, “Bureau of 


Internal Revenue________---~-_ 


Weiss, George J., special agent, 


Q00- 
— a — 3235 


Intelligenc e . Division, Bureau of In- 


ternal Revenue____-—- aie =the | 
Woolf, William H., former rc chief, Intelligence Division, Bureau of In- 
i sen Soon icintsbuaendaniesdnapasieneiatanedicapedinntittiteasiantiat aeantiedl 3324 
Exhibits: 
Ash, Adrian H.: 
Affidavit of A. Frederick Olsen__......._-----~- steamedaihdanianadiants -. 2830 
Audit-record card for Duplex Fabrics Corp___-~-~- ...... 2845, 2646 
eg TN 2871-2871F 
Bolich, Daniel A.: 
eee ee ee ee . nsiieieiiemmmanmmeinie 3457 
Eat dl ae a a le I I Plead FA 3433-3434B 
Inventory of safe deposit box of ¢ ‘arl F. Routzahn at Richland 
eg Re RR Raa a. A A A 3472 
Grunewald, Henry: 
Bills for Max Halperin from Hotel Washington, Washington, 
ff . a 8 ee Ne RE Re oe ad sina Ree 5 3415-3419 
Check to Owen Breweter..........<...<-«cen+ .... 2920, 3522 
Letter dated October 19, 1949, from Ww illiam Power Maloney [=a 2958 
po a ee er EL OE 2951 





CONTENTS 


Exhibits—Continued 
Klein, Hyman Harvey: 
Letter from Henry Burke to Agencias Destiladores 
Letter from Haas, Schlesinger & Mayers to Agencias Destiladores, 
S. A 7 
Letter from Haas, Schlesinger & Mayers to Morris O. Alprin 
Letter from Norman Noland to Frank W. Lohn, Head, Intelligence 
Division, Bureau of Internal Revenue ‘ i 
Nunan, Joseph D., Jr.: 
Check from H. Richards — 
Chronology re applications for rulings and closing agreements, 
Brown and Bigelow stock transactions : - 
Letter from Charles D. Gilbert ah 
Letters regarding physical condition of Mr. Nunan from— 


3091 


3089 


3087 
3264 
3769 


3582 


3554 


Calvelli, Dr. Eugene : . 3 . 2026 
Nevins, Dr. R. C $525, 3526 
Roberts, Dr. George H , Fa Ee ee eee 3527 

Selden, Robert W 
Account with D. S. Friedman & Co insignias: 2745 
Affidavit of Kenneth Carroad . 2750 
Affidavit of Isidore Schwartz 2751 


Identification ticket for box No. 2165, Manufacturers Safe-Deposit 
Co 
Insurance floater policy issued by Atlantic Mutual Insurance Co_- 


Letter from Dr. Abraham Cohen regarding physical condition of 


Mr. Selden prenanananebenabenabanas-absinuhetienntintn an anemansnnamenanabenanebenanimeniiouastntt 
List of payments for box No. 2165, Manufacturers Safe-Deposit 
Co ‘ ‘ 
Notice of change of address at Ea me a 
Renewal of insurance policy Atlantic Mutual Insurance Co___ 2734 


Resignation dated February 4, 1952 wis ; 
Signature card, Manufacturers Safe-Deposit Co_......____ 2717 





2719 
2714 
2743 
2710 


, 2718 








INTERNAL REVENUE INVESTIGATION 


THURSDAY, MARCH 13, 1952 


House or RepreseNnTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
OF THE INTERNAL Revenue Laws 
oF THE CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10:45 a. m., pursuant to notice, in the 
main hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present: Representatives King (presiding), O’Brien, Keogh, Kean, 
Curtis, and Byrnes. 

Present also: Adrian W. DeWind, chief counsel to the subcommit- 
tee: and Donald Schapiro, assistant counsel. 

Chairman Kine. The subcommittee will be in order. 

Mr. Giunta, please, will you come forward ? 

Will you be sworn ? 

Do you solemnly swear the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Gronta. Yes, sir. 

Chairman Krne. Be seated, Mr. Giunta. 


TESTIMONY OF ROSARIO GIUNTA, SPECIAL AGENT OF THE INTEL- 
LIGENCE DIVISION OF THE BUREAU OF INTERNAL REVENUE 


Mr. DeWrnp. Mr. Giunta, would you give your full name, please ? 

Mr. Gronta. Rosario Giunta. 

Mr. DeWinp. Mr. Giunta, you are a special agent of the Intelligence 
Division of the Bureau, are you not? 

Mr. Giunta. Yes, sir. 

Mr. DeWinv. How long have you been in the Internal Revenue 
Service ? 

Mr. Gronta. I have been in the Internal Revenue Service since the 
latter part of June 1942. 

Mr. DeWinpv. How long have you been a special agent of the Intel- 
ligence Unit, or Intelligence Division, as it has recently been renamed ¢ 

Mr. Gronra. Since the latter part of June 1949. 

Mr. DeWrnp. Mr. Giunta, last October, that is in October of 1951, 
were you assigned by the Bureau to engage in a joint investigation, 
joint personnel investigation with the King subcommittee ? 

Mr. Gronta, Yes, sir. 

Mr. DeWinp. Did you as part of this joint investigative work un- 
dertake an investigation of one Albert Cohen ? 
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Mr. Gronta. Yes, sir. 

Mr. DeWinp. Who is Mr. Albert Cohen ? 

Mr. Gronra. Mr. Albert Cohen is an internal revenue agent as- 
signed to the lower New York district. 

Mr. DeWinpv. By lower New York, you mean the second division ? 

Mr. Giunta. The second New York division, yes, sir. 

Mr. DeWinv. What are Mr. Cohen’s duties as a revenue agent in 
the second New York division? 

Mr. Grounta. Mr. Cohen’s duties as a revenue agent, second New 
York division, are to conduct examinations, income tax examinations. 
Mr. DeWrnp. Do you know what salary grade Mr. Cohen is in/ 

Mr. Grunra. Mr. Cohen is grade 12 at the present time, earning 
approximately $7,600 per yea 

Mr. DeWrnp. Now, as the a on which you began your investi- 
gation, Mr. Giunta, were you furnished with 5-year “expenditure and 
financial statements furnished by Mr. Cohen to this committee / - 

Mr. Girona. Yes, sir. Yes, in addition to related papers which Mr. 
Cohen furnished the committee. 

Mr. DeWrnp. Now, on the statements that Mr. Cohen had furnished 
to the committee, did you find an item of jewelry reappearing on that 
statement ¢ 

Mr. Giunta. Yes, sir. 

Mr. DeWrxp. What was the value of the jewelry shown on the 
statement ¢ 

Mr. Giunta. The value of the item of jewelry shown on the state- 
ment as of the end of the year 1950 was $3,666. 

Mr. DeWinp. Did your investigation disclose that insurance was 
maintained by Mr. Cohen on that jewelry / 

Mr. Grunva. Yes, sir. 

Mr. DeWrnp. What was the amount of the insurance Mr. Cohen 
carried on the jewelry ? 

Mr. Gronta. Approximately $6,500. 

Mr. DeWinp. So the amount of insurance covered was nearly $3,000 
in excess of the value shown ? 

Mr. Gronta. Yes, sir. 

Mr. DeWirnp. Now, that value shown at the end of 1950 purported to 
be the cost of the jew elr y, did it? 

Mr. Gronta. Yes. 

Mr. DeWrnp. Under the item of household articles, at the end of 
1950, what did Mr Cohen’s statement show ? 

Mr. Gronta. Mr. Cohen’s statement showed the value of household 
furnishings at $6,000. 

Mr. DeWrnp. That again is a cost value? 

Mr. Gronta. Yes, sir. 

Mr. DeWinpv. How much, if any, insurance did Mr. Cohen carry 
on the household articles shown at a cost of $6,000? 

Mr. Gronra. The shown insurance covering those articles was in 
the amount of $20,000. 

Mr. DeWrnp. That is $14,000 in excess of the cost? 

Mr. Grunra. Yes, sir. 

Mr. DeWrnpv. Shown on the statement? 

Mr. Grunta. Yes, sir. 

Mr. DeWrnp. Did your investigation or did the statements that Mr. 
Cohen filed disclose the ownership of any furs of any value? 


a 
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Mr. Giunta. Yes, as indicated on his statement, Mr. Cohen shows 
one fur coat valued at $800. During the investigation I examined, as 
part of the household policy covering household furnishing, a section 
covering furs, and this policy indicated that two fur pieces were being 
insured by Mr. Cohen. 

Mr. DeWrnp. ‘Two fur pieces. Can you describe what they were? 

Mr. Giunta. One was a fur coat, and the other was a mink cape. 

Mr. DeWrnp. What were the values shown for insurance purposes 
on those furs ? 

Mr. Giunta. For insurance purposes the value of the fur coat was 
$1,250, and the value of the mink cape was shown at $2,000. 

Mr. DeWinp. That is a total of $3,250 of furs? 

Mr. Giunta. Yes, sir. 

Mr. DeWrnpv. Were you able to establish the cost of the mink cape? 

Mr. Grunta. No, sir. 

Mr. DeWinp. Now, is this mink cape shown as belonging to Mr. 
Cohen in his statement ? 

Mr. Giunta. The mink cape is not shown on the net worth state- 
ment; Mr. Cohen stated to me that he did not show this mink cape, 
inasmuch as it did not belong to his wife or to him; it belonged to a 
relative of his. 

Mr. DeWinp. Did he identify the relative to whom the fur coat 
belonged ? 

Mr. Giunta. Yes. 

Mr. DeWrnp. Did Mr. Cohen explain why he carried $2,000 worth 
of insurance on a coat that did not belong to him? 

Mr. Gronta. Yes, he explained to me that the coat which belonged 
to his relative was insured by him inasmuch as it was kept in his apart- 
ment and not in the apartment of the relative. 

Mr. DeWrnp. Do I understand this relative requested him to keep 
her fur coat in his residence and he carried the insurance on it? 

Mr. Gronta. That is right. 

Mr. DeWrnp. From your analysis of the financial statements sub- 
mitted by Mr. Cohen and from your investigation, can you say whether, 
in the period from 1946 to 1950 that was covered by the financial state- 
ments, Mr. Cohen spent a sum in excess of his reported income? 

Mr. Giunta. Based upon the figures given by Mr. Cohen in his 
financial statement; yes, sir. 

Mr. DeWinxp. What was the reported income that Mr. Cohen 
showed for the period 1946 to 1950, inclusive ? 

Mr. Giunta. The reported income as shown by Mr. Cohen in his 
income-tax returns—these are approximate figures—$35,000. 

Mr. DeWinp. Now, what were the expenditures that Mr. Cohen 
shows during the period 1946 to 1950? 

Mr. Gronta. Mr. Cohen had living expenses totaling $44,700, and 
in addition he had the expense of a divorce in the amount of $8,000, 
and he had additional income-tax payments during that period of 
$213, and he had jewelry purchases during the period of $666, and 
he had furniture and fixture purchases during that period of $2,000, 
and in addition—I am sorry—his bank balance increased by $2,400, 
and his savings in United States bonds increased by $2,500. ~ 

Mr. DeWrnp. Now, can you, then, give a total figure from that 
of the amount that Mr. Cohen either spent or invested during the 
period 1946 to 1950? 
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Mr. Gronra. Yes; approximately $60,500. 

Mr. DeWrnp. And during that period you have said that his 
reported income was $35,000, so that he spent or invested in excess 
of his earnings an amount of approximately $25,500. 

Mr. Gronta. Yes, sir. 

Mr. DeWrnp. Those are round figures, of course. 

Mr. Grunta. That is right; yes. 

Mr. Kean. That is a 5-year period or a 4-year period? 

Mr. Gronra. It is a 5-year period, sir. 

Mr. Curtis. These expenditures, what is the source of your figures 
on that—his statement ? 

Mr. Gronta. Yes, sir; his statement. 

Mr. Curtis. Were you able to question it or corroborate it ? 

Mr. Grunta. In some instances I was, and in some I was not. 

Mr. Curtis. Do you have any information that would lead you to 
believe that it was understated or overstated ¢ 

Mr. Grunra. No, sir; I do not. 

Mr. Curtis. At least you would say that it was not overstated ? 

Mr. Gronra. Let me get your question straight, sir. 

Mr. Curtis. In other words, do you believe that he actually spent 
this much money, in the light of your investigation ? 

Mr. Gronta. Yes, sir; and he shows where he got the money that 
he spent. 

Mr. DeWrnp. Now, as I understand what you are saying, Mr. 
Giunta, your investigation disclosed that in this 5-year period, in addi- 
tion to his reported income on his tax returns of $35,000, there was 
another sum of $25,500 which would have to be explained as having 
come from other sources ¢ 

Mr. Giunta. That is correct. 

Mr. DeWrnp. Now, could you please itemize for the committee any 
sources that Mr. Cohen identified to explain where he obtained $25,500, 
at least during this period, in excess of his reported income ¢ 

Mr. Grounta. Yes, sir. He indicates in his statement gifts of ap- 
proximately $7,200 during that period. 

Mr. DeWrnp. $7,200 of gifts? 

Mr. Gronta. Yes, sir. 

Mr. DeWinp. Does he identify the source of those gifts ? 

Mr. Giunta. Identifiable at least in the amount of $2,100. 

Mr. DeWinv. What is the amount with an unidentified source ? 

Mr. Giunta. Those are gifts made to his children at birth, from 
friends and relatives. 

Mr. DeWrnp. He is unable to identify some $5,200 of gifts? 

Mr. Gronta. Well, he has not as yet. 

Mr. DeWrnp. All right, now, what other sources did he identify of 
these sums? , 

Mr. Giunta. He had a receipt from Mr. Golding of approximately 
$1,700. 

Mr. DeWrnp. How is that explained? Why did Mr. Golding pay 
him $1,700 ¢ 

Mr. Gronta. Mr. Golding is a personal friend of Mr. Cohen, and 
Mr. Golding purchased some stock for Mr. Cohen, and that is where 
this figure comes into the picture. 

Mr. DeWrnp. This is in the nature of a loan, according to Mr. 
Cohen ¢ 
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Mr. Grunta. Yes, sil 

Mr. /shedaiong A loan of $1,700? 

Mr. GriuNn Approximately; yes, sir. Let me say this, that is 
the over-all pictare at the end of 1950; the outstanding loan at that 
time is approximate sly $1,700. 

Mr. DeWrnp. So that that explains the $1,700? 

Mr. Gronta. That explains the source of $1,700. 

Mr. DeWrnp. So far you have testified that there are $7,200 of 
gifts, of which $5,100 has not been identified as to source, and $1,700 
is stated to be a loan advanced to Mr. Cohen. Now what else has been 
identified ¢ 

Mr. Giunta. There is the receipt of a repayment of a loan which he 
had previously made of approximately $5,100, 

Mr. DeWinp. That figure you gave was $5,100 / 

Mr. Giunta. Yes. 

Mr. DeWinp. These are loans, earlier loans made before 1946, which 
were repaid afterward ¢ 

Mr. Giunta. Yes, sir. 

Mr. DeWinpv. What was the source of those indebtednesses ? 

Mr. Grunta. He had loaned his brother-in-law $4,500 in the years 
1934 through 1938. 

Mr. DeWrnv. And this amount was repaid to him in what year? 

Mr. Grunta. The amount was repaid to him in 1946. 

Mr. Kean. Do you say that that has been verified by you? 

Mr. Grounta. The individual to whom the loan was originally made 
is now deceased. However, Mr. Cohen was able to show. or at least 
indicate, how repayment was made to him by his deceased brother. 

Mr. Kean. His statement or his records? 

Mr. Giunta. His own statement plus the fact that he stated to me 
repayment was made by the deceased brother-in-law to his present 
sister-in-law. I saw the deposits being made in his sister-in-law’s 
account. You see, she had loaned Mr. Cohen some money during 1946, 
and he wished to repay her, so that he was repaying her through the 
brother-in-law, as an accommodation for him. 

Mr. Kran. He had loaned money to his sister-in-law, and his sister- 
n-law—I do not cet it. 

Mr. Gronta. In 1946 he borrowed $3,000 from his sister-in-law, and 
now when he requested payment from the brother-in-law of the money 
he had due him, he had him pay her for him. 

Mr. Kran. That is a peculiar way of handling things; is it not? 

Mr. Gronta. That was the explanation. 

Mr. Kean. Is there any verification of that? 

Mr. Grunta. Except the fact that he brought in the sister-in-law’s 
bank account into which sums were being deposited, supposedly com- 
ing from the brother-in-law. 

Mr. Kean. But there is no way of showing where the sums came 
from in the sister-in- uf s account ? 

Mr. Grunta. No, s 

Mr. Kean. There ‘ust were some sums that went into the sister-in- 
law’s account ? 

Mr. Giunta. In some instances bonds were purchased, and they 
showed me the bonds that were purchased with money coming from 
the brother-in-law to the sister-in-law. 
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Mr. Kran. Were these cash deposits or checks? 

Mr. Grunra. I believe they were cash. 

Mr. Curtis. Now, if I understand that right, the recovery of this 
money that he had loaned back in the 1930’s would increase his finan- 
cial position in that it paid off a debt that he had owing to his sister- 
in-law, but it did not provide funds whereby he could increase his 
jewelry or his household goods or his bonds or his furs or anything 
else. 

Mr. Gronta. Well, he had received $3,000 from the sister to begin 
with, so that he had those funds. 

Mr. Curtis. Now, what verification do you have of the $3,000 that 
was actually received ? 

Mr. Giunta. The withdrawal from her bank account. 

Mr. Curtis. What did he say he used that money for ? 

Mr. Giunta. That money was used by him as a settlement to his 
wife, his former wife, a settlement in the divorce. 

Mr. Byrnes. Is that part of the $8,000 figure that you mentioned 
earlier? 

Mr. Gronta. Yes. 

Mr. Kean. And there are no canceled notes available for the loans? 

Mr. Grounra. No, sir. 

Mr. Kean. No record of the loans at all? 

Mr. Gronta. Except the withdrawal from the sister’s bank account, 
at the date that he has indicated. 

Mr. Byrnes. The deposits to the sister’s bank account, are they 
identified as coming from the brother-in-law ? 

Mr. Grunta. I have a statement from Mr. Cohen, and also from the 
sister-in-law, that they came from the brother-in-law, who is now 
deceased. 

Mr. Byrnes. There again it isa matter of their statement. 

Mr. Giunta. Yes, sir. 

Mr. Kean. The brother-in-law was in a business in which he had 
resources, and he would be able to pay the loan back ? 

Mr. Gronta. At that time Mr. Cohen says that the brother-in-law 
was able to make the repayments. 

Mr. Kean. All you have is his word for it? 

Mr. Gronta. Yes, sir. 

Mr. Kean. You do not know what the brother-in-law’s business was ? 

Mr. Gronta. Well, at that time he was employed in the textile 
business. 

Mr. Kean. What is that? 

Mr. Grenta. In the textile business. 

Mr. DeWrnp. Is it then proper to summarize this, that $4,500 of 
this amount of $25,5000 in excess of reported income is stated by Mr. 
Cohen to have been a repayment of a loan from a deceased brother- 
in-law in the form of cash deposits in the sister-in-law’s account ? 

Mr. Gronta. Would you state that again, please, Mr. DeWind ? 

Mr. DeWrnp. Mr. Cohen explains $4,500 of this $25.500 by saying 
that there were cash deposits made by a deceased brother-in-law in 
his sister-in-law’s bank account ? 

Mr. Gronta. $3,000 of it, and the additional $1,500 was given di- 
rectly to him by the deceased brother-in-law. 
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Mr. DeWrnp. $3,000 was deposited in the sister-in-law’s account in 
cash at various times, and $1,500 was paid to him in cash at various 
times ¢ 

Mr. Gronta. Well, that statement is not correct as yet, because the 
sister-in-law did not deposit the full $3,000, and in some instances 
she said she bought bonds with it. 

Mr. DeWrnp. But there were cash payments to the sister-in-law in 
the amount of $3,000? 

Mr. Giunta. Yes, sir; and an additional $1,500 which he received 
directly from the brother-in-law. 

Mr. DeWrnpv. And the brother-in-law is deceased and there are no 
records of these transactions ? 

Mr. Giunta. That is right. 

Mr. DeWinp. Now, what other items in explanation did you de- 
velop / 

Mr. Giunta. There was a decrease of cash on hand of $9,500 over 
the 5-year period. 

Mr. DeWinp. Then it is claimed that at the beginning of the period 
there was an amount of cash on hand ? 

Mr. Giunta. Yes, sir. 

Mr. DeWinpv. What was the amount of cash on hand at the begin- 
ning of the period claimed by Mr. Cohen? 

Mr. Grunta. $12,000. 

Mr. DeWrnp. He claimed to have $12,000 in cash, and where did 
he have the $12,000? 

Mr. Giunta. Mr. Cohen stated that $12,000 was in a safe-deposit 
box. 

Mr. DeW inp. He had $12,000 in a safe-deposit box, and that would 
be on January 1, 1946? 

Mr. Giunta, Yes, sir. 

Mr. Kean. There is no proof of that, except Mr. Cohen’s word ? 

Mr. Grunta. In addition, he was able to show me the possible 
sources of the $12,000. 

Mr. DeWrnp. Now, out of that $12,000, $9,500, according to Mr. 
Cohen, was expended between January 1, 1946, and December 31, 
1950? 

Mr. Giunta. Yes, sir. 

Mr. DeWrnp. And that explained some more of the $25,500? 

Mr. Giunta. Yes, sir. 

Mr. DeWrnp. Now, at the end of 1950, then, there was $2,500 of 
cash left in that safe-deposit box ? 

Mr. Giunta. Yes, sir. 

Mr. DeWinv. According to Mr. Cohen’s statement. 

Mr. Giunta. Yes, sir. 

Mr. DeWrnp. Is that $2.500 still there? 

Mr. Giunta. No, sir. 

Mr. DeWinp. That was expended then in 1951, according to Mr. 
Cohen ? 

Mr. Grunra. I cannot say that. All I have, I have never requested 
Mr. Cohen to state to me if he had the $2.500 on hand in 1951 or not: 
however, I did examine his safe-deposit box, and the $2,500 was not 
in the safe-deposit box. 

Mr. DeWrnpv. You have opened the safe-deposit box and there was 
no cash in it? 
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Mr. Gronta. That is correct. 

Mr. Kean. What date did you open the box, approximate date? 

Mr. Gronta. Some time in March of this year, the early part of this 
year. 

Mr. Kean. Just a few weeks ago? 

Mr. Gronta. Yes, sir. 

Mr. Kean. And Mr. Cohen opened the box for you? 

Mr. Gronta. Yes, sir. 

Mr. Kean. And you could see there was no cash in the box? 

Mr. Gronta. That is right. 

Mr. DeWrnp. Mr. Chairman, at this point may the record show that 
in a financial statement filed with the Bureau of Internal Revenue by 
Mr. Cohen on November 30, 1951, he shows cash in banks, $3,608.02, 
and cash anywhere else, $700. 

Mr. Kina. If there is no objection, that is so ordered. 

Mr. DeWrnv. Now, is there any other item in connection with this 
$25,500 explained by Mr. Cohen? 

Mr. Grunta. Yes, sir; there is a receipt of a loan from an insurance 
company, in addition to his wife’s sal in a total of approximately 
$3,200. 

Mr. DeWrnp. That is, he made loans on life insurance policies, and 
received cash from his wife in the total sum of $3,200, and those items 
have been verified, or at least as to the insurance loan it has been 
verified ? 

Mr. Gronta. Yes, sir. 

Mr. Kean. How much of that was insurance, and how much of it 
was money that he got from his wife? 

Mr. Gronta. $1,500 was a loan from the insurance. 

Mr. Kean. And thatis verified and you are sure he did that? 

Mr. Gronta. Yes,sir. The balance was from cash that his wife had 
and other receipts that he got during the 5-year period. 

Mr. DeW rnp. Now, to sum that up, Mr. Giunta, as I see it, you 
have given here items which total approximately $27,100. 

Mr. Gronta. Yes, sir. 

Mr. DeWrnp. And those sources which might be described as veri- 
fied or identified are the insurance loan, and the cash that Mrs. Cohen 
had in the total sum of $3,200. Isthat not closer to $3,400’ You men- 
tioned some other items. 

Mr. Grunta. No; I believe it is closer to $3,200. 

Mr. DeWrnp. There was a tax refund of $200 explained in there? 

Mr. Grunta. No; I think what happened there is there was a gift of 
a television set which is not included in there, because I eliminated it 
in both places so it would have no effect. 

Mr. DeWrnp. Let ustake your figure. You have $3,200 identified as 
an insurance loan, and you have $2,100 identified as gifts in the period, 
and there is $1,700 which is identified or verified by Mr. Golding as a 
loan, which is a total, as I see it, of $7,000. 

Mr. Gronra. That is correct. 

Mr. DeWrnp. Then there is what might be described as the unveri- 
fied items. There are gifts of $5,100 which have not been verified or 
identified ? 

Mr. Gronta. That is right. 
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Mr. DeWrnp. And a loan of $4,500 repaid by the deceased brother- 
in-law either to the sister-in-law or to Mr. Cohen, and that is $500. 
There is another $600 of alleged debt repayment which has not been 
verified. 

Mr. Giunta. That is right. 

Mr. DeWrnp. That was from Dr. Conroy, is that right? 

Mr. Giunta. Yes. 

Mr. DeWrnp. That is $600? 

Mr. Gronta. Yes, sir. 

Mr. DeWrnp. And this cash on hand which was spent during the 
period, $9,500. 

Mr. Giunta. That is correct. 

Mr. DeWrnp. So that you have $19,700 of items which might be 
described as unverified sources of cash ¢ 

Mr. Giunta. You might say that. 

Mr. DeWrnp. There is no question at all, however, that in increased 
investments or spending some $25,200 in excess of reported income 
arose, during these years 1946 to 1950? 

Mr. Grounra. As far as the statement shows, there is no question 
about that. 

Mr. DeWrnp. That is, it is Mr. Cohen’s own statement that he spent 
or invested $25,500 in excess of his income shown on his tax return ! 

Mr. Grenta. Yes, sir. 

Mr. DeWinp. I have no further questions, Mr, Chairman. 

Mr. Kean. I would like to ask a question. Mr. Giunta, you are in 
the Intelligence Division ? 

Mr. Grunta. Yes, sir. 

Mr. Kean. You work out of the same office as Mr. Cohen did? 

Mr. Gronta. No, sir. 

Mr. Kean. You do not? 

Mr. Gronta. No, sir. 

Mr. Kean. You did not know Mr. Cohen ? 

Mr. Gronta. I never met Mr. Cohen prior to the time I questioned 
him on the net worth statement. 

Mr. Kean. Do you feel that the separation of this work by the 
setting up of the Special Investigating Unit, as has been done by the 
Commissioner lately, is a good thing for personnel investigations / 

Mr. Grunta. Mr. Kean, I do not quite follow you. 

Mr. Kean. In the past the Intelligence Division has had to make the 
personnel investigations. 

Mr. Giunta. Yes, sir. 

Mr. Kean. It has been taken away from its usual work of investi- 
gating taxpayers to make these things. 

Mr. Gronta. That is right. 

Mr. Kean. You had to rather investigate fellow agents who were 
not doing quite the same work as you were, but were also looking into 
the tax returns. Now, the new plan of the Commissioner provides a 
special department to make these personnel investigations of people 
who would never have by any chance have worked with the investi- 
gators on tax cases, or anything like that, and I just wondered whether 
you do not think that that is a good thing or good reform that the 
Commissioner has instituted ¢ 

Mr. Giunta. I would say in my own mind I think it is a good reform. 
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Mr. Kean. It is only your own opinion, and naturally you cannot 
speak for anybody except yourself. 

Mr. Giunta. Yes; I think it is a good reforming of the situation. 

Mr. Kean. You think it will make better efficiency in the Depart- 
ment and it takes away from the Intelligence Division what might be 
often a rather disagreeable job which is contrary to their chief job, 
which is to ferret out the worst tax cases ? 

Mr. Grunra. Again I say in my opinion I think it is a good reform. 

Mr. Curtis. May I ask a question’ How old is Mr. Cohen, or did 
you say ¢ 

Mr. Giunta. How old is Mr. Cohen, you say ? 

Mr. Curtis. Yes; just approximately. 

Mr. Gtunta. He is 53 years of age. 

Mr. Curtis. How long had he been in the Bureau of Internal 
Revenue ? 

Mr. Giunta. Since 1923. 

Mr. Curtis. Now, when you started to work on these recent net 
worth statements, the statements of receipts and expenditures, did you 
have any old statement to go by? 

Mr. Giunta. No, sir; at that time, the time that Mr. Cohen came to 
the service, I do not believe it was required of them to file a financial 
statement. 

Mr. Curtis. But most of his adult years have been spent in the 
Government service; is that right? 

Mr. Giunta. That is correct. 

Mr. Curtis. Did he make any claim of having any money of con- 
sequence when he started in Government service ¢ 

Mr. Gronta. No, sir; not to me, he has made no such claim. 

Mr. Curtis. Did he make any claim of making any money off of 
investments ¢ 

Mr. Grunta. Yes, sir. 

Mr. Curtis. Prior to the period ¢ 

Mr. Giunta. That is where the $12,000 cash on hand comes into the 
picture. The source of the $12,000 was from the sale of securities 
which Mr. Cohen owned. 

Mr. Curtis. And when does he claim to have originally purchased 
these securities ¢ 

Mr. Giunta. Well, I have a statement from a broker which indi- 
cates that it is as far back as 1936 he had some stock in the value of 
approximately $7,000. 

Mr. Curtis. That is all. 

Mr. Kean. He bought the securities in 1936 for $7,000, and he 
claimed that the proceeds he sold amountedsto $12,000 ? 

Mr. Grunta. No; there is additional stock, there was additional 
stock that was sold in order to secure a sum up to $12,000. 

Mr. Kean. He purchased more stock. It is perfectly legitimate to 
think that sebely who invested $7,000 in 1936, with the condition of 
the stock market as it was at that time, might have been able to take 
out $12,000 in 1950 or 1949. 

Mr. Grunta. Well, the money was taken out——- 

Mr. Kean. That would seem to be logical, just taking the Dow 
Jones index of the prices of stocks, of just a’fairly prudent investor. 
But he put in more than $7,000, then, into the brokerage account ? 
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Mr. Gronta. Well, there was more in the brokerage account, there 
was more than $7,000 in the brokerage account in 1942, at which time 
he started to sell his stock. 

Mr. Kean. That might have been just the result of increase in the 
price of the securities, the value of the securities during that period. 

Mr. Giunta. It could be. 

Mr. Kean. You do not know how much he actually put into the 
brokerage account? 

Mr. Giunta. No, sir. 

Mr. Kean. You say in 1936 he put in $7,000? 

Mr. Grunta. Yes, sir. 

Mr. Kean. Where did he get the $7,000, at that time ? 

Mr. Grunta. That I have no idea, sir. 

Mr. Byrnes. When did he close that brokerage account out ? 

Mr. Giunta. I believe he still has the brokerage account. 

Mr. Byrnes. When did Mr. Cohen obtain his grade 12 status? 

Mr. Giunta. I am not certain about that date that Mr. Cohen be- 
came grade 12. 

Mr. Byrnes. You do not have his employment record 

Mr. Grunta. Not with me here; no, sir. 

Mr. Byrnes. You do not know whether that was fairly recent or 
whether he has been a grade 12 for some time? 

Mr. Grunta. It was in the 1940’s, sometime during the 1940's. 

Mr. Byrnes. He has been a grade 12 then at least probably for 
the last 5 or 6 years? 

Mr. Grunta. Well, I would not say the last 5 or 6 years, it might 
be since then, and it might have been a later date. 

Mr. Byrnes. This loan that he made to his brother-in-law, do you 
have any information whether that was a regular transaction with a 
note given, and so forth? 

Mr. Grunta. There was no note given; no, sir. 

Mr. Byrnes. Was any interest paid on it? 

Mr. Grounta. No, sir; not that I know of, sir. 

Mr. Byrnes. Did you inquire of Mr. Cohen about the nature of 
that loan transaction ¢ 

Mr. Giunta. I inquired and asked Mr. Cohen about that, and it 
was just a loan to a member of the family, and there was no note 
given. 

Mr. Byrnes. And no interest charged ? 

Mr. Grunta. I do not believe so; no, sir. 

Mr. Byrnes. Did you find any reporting of interest received as 
a part of his income? 

Mr. Giunta. Yes; but that was from savings accounts. 

Mr. Byrnes. None from any loans? 

Mr. Giunta. No, sir. 

Mr. Byrnes. Now, these unidentified, or so-called unidentified gifts, 
I understand you to say they amounted to something like $5,000. 

Mr. Grunra. Approximately $5,100. 

Mr. Byrnes. What explanation did Mr. Cohen give you of that 
$5,000 that he received in the 5-year period ¢ 

Mr. Grunta. During those 5 years he had two children, and at their 
birth he was given gifts of bonds and in cash for the children. 

Mr. Byrnes. Is that what is supposed to be the $5,000? 

Mr. Giunta. Yes, sir. 

91550—52—pt. 4-2 
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Mr. Byrnes. Who were those gifts supposedly from ? 

Mr. Gronra. Various people ; they came from friends and relatives. 

Mr. Byrnes. Does he identify them? 

Mr. Grunt. No identification has been made as to those gifts. 

Mr. Byrnes. Did you ask him? 

Mr. Grunta. I do not recall asking him that question, to identify 
those bonds, in view of the fact that they were purchased at the time 
of the birth of the children, and in rather small amounts; I would say 
$25 bonds and $50 bonds; and I thought at the time that it was reason- 
able to assume that he would get gifts of that nature at the birth of the 
children. 

Mr. Byrnes. Why? I have had a little experience with having 
children. 

Mr. Grunta. I have too, and I did not receive anything, but some 
people do. 

Mr. Byrnes. Well, you mean to tell me that this $5,000 is all in small 
bonds of $25 and $50 ‘denominations, amounting to $5,000 in the course 
of 5 years! 

Mr. Giunta. I can give 3 ou a list of the bonds being purchased in 
November 1947, and I believe that was the birth or date of birth of his 
daughter, and there was a $100 bond and a $25 bond and another $100 
bond and—there was a $100 bond and a $25 bond, and a $100 bond, 
another $25 bond, and another $100 bond and another $25 bond, and a 
$50 bond, and another $50 bond, and $25, and $25, and $50, and so on. 

Mr. Byrnes. Those are all purchased in November of 1947. What 
do you mean, “and so on,” first ! 

Mr. Giunta. Well, they continued; there are some more. 

Mr. Byrnes. All purchased in November of 1947? 

Mr. Giunta. November, December, and October of 1947. 

Mr. Byrnes. And the total of those that were purchased in those 3 
months is how much? 

Mr. Giunta. Approximately $1,293.75. 

Mr. Byrnes. You did not ask him who the people might have been 
who gave these $100 bonds? 

Mr. Giunta. No, sir. 

Mr. Byrnes. Are they all in the name of the child or joint owner- 
ship ¢ 

Mr. Giunta. Well, they are in the name of Susan Jane Cohen, which 
is the daughter’s name, and also Susan Jane Cohen, or Sid S. Cohen, 
his wife. 

Mr. Byrnes. Are those bonds still in his possession or have they 
been cashed in? 

Mr. Grunta. He still has most of them, and he did sell some, but 
he has, I would say, most of them in his possession. 

Mr. Byrnes. In other words, it represents some of his assets on 
hand that you find making up that $9,500, is that correct? Is that 
what you said his cash on hand was? 

Mr. Giunta. His increase in U.S. bonds, they increased, and so that 
would be part of it. 

Mr. Byrnes. It would be a part of it? 

Mr. Giunta. Yes, sir. 

Mr. Byrnes. Do you know where they were purchased? Have you 
made any attempt to trace the bonds as to who purchased them and 
where they were purchased ? 
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Mr. Gronta. They were purchased at various banks in New York. 

Mr. Byrnes. All in New York? 

Mr. Giunta. Yes; and before I say yes, let me look again. Yes, 
all in New York. 

Mr. Byrnes. That is $1,293 worth of bonds? 

Mr. Grunta. Yes, sir. 

Mr. Byrnes. What about the other gifts? 

Mr. Grunta. Then, in 1949, on the birth of a son, at that time it 
shows $1,237.50 in bonds as gifts to his son. 

Mr. Byrnes. Did you make any attempt to trace those bonds? 

Mr. Gronta. The same situation applies. 

Mr. Byrnes. All purchases in New York? 

Mr. Gronta. I will check that. Yes, sir. 

Mr. Byrnes. That gives you about $2,500 of gifts. That leaves 
another $2,500 unidentified, and what are those made up out of? 

Mr. Gronta. Well, he had gifts of cash to the children during that 
same period. 

Mr. Byrnes. During the same time? 

Mr. Giunta. Yes, sir. 

Mr. Byrnes. How much did he get in gifts in cash in 1947 on the 
birth of the daughter ? 

Mr. Giunta. $120. Iam sorry. It was $120 in 1947, and he got 
$235 in 1948, and $300 in 1949, and $45 in 1950. 

Mr. Byrnes. It is less than $1,000. 

Mr. Grunta. In addition in 1948 he got an additional $93 in bonds, 
and in 1950, $318.75 in bonds. 

Mr. Byrnes. Was that to him? Were the gifts to him or to his 
children ¢ 

Mr. Grunta. To his children. 

Mr. Byrnes. They are all to the children ? 

Mr. Grunta. But the year after their birth, and not at the time of 
their birth. 

Mr. Byrnes. On their first birthday or something like that? 

Mr. Grunta. That is right. 

Mr. Byrnes. But you made no effort to identify the source of those 
gifts! 
~ Mr. Grunra. No, sir. 

Mr. Byrnes. You do not recall ever asking who made them ? 

Mr. Grunta. I asked him, but the answer was, it came from friends 
and relatives, and as far as identifying them, I do not recall asking 
him to identify them. 

Mr. Byrnes. You do not know how much came from relatives and 
how much came from friends? 

Mr. Gronta. No, sir. 

Mr. Byrnes. The whole $5,100, then, is gifts to his two children in 
a 5-year period from friends and relatives and you have no idea how 
many of those are relatives and how many are friends? 

Mr. Giunta. No, sir. 

Mr. Byrnes. Whether it is reasonable to expect relatives to be giv- 
ing gifts in that amount or not, you do not know the financial status 
of his relatives? 

Mr. Grunta. No; I do not know the financial status of his relatives. 
However, I take this into consideration, that Mr. Cohen married at 
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late age, where he had acquired many friends, and I think it is possible 
that he could have received these gifts. 

Mr. Byrnes. I am not questioning that he did, 1 am just trying to 
find out whether they can be identified or verified. 

Mr. Giunta. I see, and as far as identification, I have no identifica- 
tion of the specific donors to him. 

Mr. Byrnes. You have been making the investigation, and I have 
been trying to find out how much you know or you have been able to 
identify as to the source of these gifts. 

That is all. ‘ 

Mr. Kean. With reference to this brokerage account, was that a 
straight investment account or was it a margin account ‘ 

Mr. Grunta. I believe it was a margin account. 

Mr. Kean. Actively a trading account where there was trading go- 
ing on among securities? 

Mr. Gronta. Yes, sir. 

Mr. Kean. From experience I withdraw my statement that he would 
have made money over a period of 5 years of trading in and out on a 
margin account, or probably not nearly as much as if he had invested 
directly. 

Mr. Giunta. I do not believe Mr. Cohen was dealing in securities 
during this particular 5-year period. 

Mr. Kean. Now, one other thing, on that loan of $4,500 that he made 
to the brother-in-law, is there any reason why a man with a limited 
income should loan such a large amount of money to somebody ? 

Mr. Gronra. Mr. Cohen’s explanation was that his brother-in-law 
was going into business and he needed the money, and he furnished 
it to him. 

Mr. Kean. He was starting a business for himself? 

Mr. Giunta. He was a member of a firm that was going into busi- 
ness, and it was not his own business; he was a member of a firm going 
into business. 

Mr. Kran. He was entering into a new venture? 

Mr. Gronta. That is right, with other individuals. 

Mr. Kine. If there are no further questions—— 

Mr. Watsn. Mr. Chairman, my name is John C. Walsh, and I rep- 
resent Mr. Albert Cohen, and according to the rules which I have read 
of this committee, I believe that I am permitted to ask you to ask this 
witness certain questions, and I now ask you to ask these few ques- 
tions, sir. 

(A document was handed to the chairman by Mr. Walsh.) 

Mr. DeWrnp. Mr. Giunta, Mr. Walsh, acting as attorney for Mr. 
Cohen has asked that this question be put to you: Did Mr. Cohen, 
from July of 1951, 9 months ago, cooperate with you and submit all 
financial statements, stock brokerage records, check records, bank 
books, fully and—— 

Mr. Watsn. Et cetera, and every other document that Mr. Giunta 
requested. 

Mr. DeWrxp. Has Mr. Cohen cooperated in every way and fur- 
nished all of the information you requested ? 

Mr. Giunta. He certainly has. 

Mr. DeWrnp. The next question was whether on Monday, March 
10, 1952, was every item in the net worth statement submitted by 
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Mr. Cohen to this subcommittee examined item by item by Mr. Dono- 
van of the staff of the subcommittee, and answers given by Mr. Cohen ? 

Mr. Grunta. Yes, sir. I do not recall the exact date, but it was 
around that period. It was on Monday; yes, sir. 

Mr. DeWinp. Now, did Mr. Cohen tell you in the course of your 
investigation that he had about 10 accounts with various brokerage 
firms from 1923 to date? 

Mr. Grunta. He stated that during the entire examination by Mr. 
Donovan. 

Mr. DeWrnp. That is on March 10 he made that statement? 

Mr. Gronta. Yes, sir. 

Mr. Kine. Is that satisfactory, Mr. Walsh? 

Mr. Watsu. Thank you very much. 

Mr. Kine. Any further questions? 

You may be excused, Mr. Giunta. We appreciate your cooperation 
and the information you have given. 

Mr. Grunta. Thank you very much. 

Chairman Krne. Mr. Cohen, will you come forward, please? Will 
vou be sworn, please ¢ 
: Do you solemnly swear the test imony you W ill vive will be the truth, 
the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Conen. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF ALBERT COHEN, AN INTERNAL REVENUE AGENT 
OF THE SECOND NEW YORK DIVISION, BUREAU OF INTERNAL 
REVENUE, ACCOMPANIED BY HIS COUNSEL, JOHN C. WALSH, 
NEW YORK, N. Y. 


Chairman Kine. I understand, Mr. Walsh, you have read the com- 
mittee rules with respect to counsel, and so forth? 

Mr. Watsn. I have. 

Chairman Kine. Thank you. 

Mr. DeWtinv. Mr. Cohen, what is your full name, please? 

Mr. Conen. Albert Cohen. 

Mr. DeWinp. What is the name of your attorney, Mr. Cohen? 

Mr. Conen. John C. Walsh. 

Mr. DeWrnp. He is appearing with you here at your request to 
represent you ¢ 

Mr. Conen. Yes, sir. 

Mr. DeWrnp. Mr. Walsh, for the record, might I ask you to give 
your business address / 

Mr. Watsn. 30 Broad Street, New York City. 

Mr. DeWrnp. Mr. Cohen, what is your home address? 

Mr. Conen. 222 West Eighty-third Street, Manhattan. 

Mr. DeWrnp. How long have vou lived at that residence? 

Mr. Conen. Close to 4 years. 

Mr. DeWixpv. How long have you been a revenue agent at the second 
New York division ? 

Mr. Conen. Since July of 1923. 

Mr. DeWrnp. Mr. Cohen, do you recall that on July 27, 1951, in 
the afternoon of that day, you appeared before members of the staff 
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of this subcommittee and were questioned on a number of matters 
pertaining to your personal financial transactions ¢ 

Mr. Conen. I do, sir. 

Mr. DeWinp. Do you recall, Mr. Cohen, that in the course of that 
questioning you were asked the following questions and gave the fol- 
lowing answers: 

Question. Mr. Cohen, is it your practice to keep large amounts of cash or 
currency in your house? 


Answer. No 
Question. Or in a safe-deposit box, or any place else? 


Answer. No 
Question. At any time since 1945 do you recall, or at any time during 14), 
do you recall having an amount in currency at your home or in a safe-deposit 


box in excess of $300? 

Answer. No. 

Now, do you remember being asked those questions and giving those 
answers ¢ 

Mr. Conen. I do remember those questions. 

Mr. DeW np. Did you give the answers that are -reported here? 

Mr. Conen. That is right. 

Mr. Wausu. May he give an explanation now, sir? 

Mr. DeWrnp. If you would wait, Mr. Walsh, I think it will be 
brought out. 

That was on July 27, 1951, Mr. Cohen; and your financial question- 
naire and statements submitted to you by the subcommittee were re- 
turned by you on September 17, 1951; is that correct ? 

Mr. Conen. That is right. 

Mr. DeWrnp. In the statement on September 17, you show “Cash 
on hand in safe deposit box.” et cetera, 1945, $12,000: and 1946, $10,- 
000; and 1947, $7,500; and 1948, $4,500; 1949, $4,000; 1950, $2,500. 
Is that correct, that that is what you showed on your net-worth state- 
ment ? 

Mr. Conen. Yes, sir. 

Mr. DeWinp. Now, on July 27, 1951, when you were questioned 
by the staff of the subcommittee, your statement that at no time since 
1945 or at any time during 1945 did you recall having an amount of 
currency at your home or in a safe deposit box in excess of $300, was 
an incorrect answer? 

Mr. Conen. Yes, sir; it was. May I explain that, Mr. DeWind? 

Mr. Warsn. May he explain that? 

Mr. DeWrnp. Now, just a moment. 

Had you at that time any recollection that in fact you had $12,000 
in a safe deposit box? 

Mr. Coren. I had no recollection. 

Mr. DeWrnp. It was your statement that you had forgotten as much 
as $12,000 in cash in a safe deposit box ? 

Mr. Conen. My mind was more or less a blank at times during 
that questioning. 

Mr. DeWrnp. You say your mind was a blank? 

Mr. Conen. I mean, I was highly nervous at the time. 

Mr. DeWrnp. Why were you nervous, Mr. Cohen? 

Mr. Conen. Well, I hadn’t gone through an experience like that 
before, and it was a sudden thing that hit me, and my brain just 
wasn’t functioning. , 
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There is a part in the testimony there, when I was asked the name 
of my children, and I had difficulty in remembering the name of my 
son. 

Mr. DeWinp. You now say you had no recollection, when you were 
questioned, that you had $12,000 in a safe deposit box in cash ¢ 

Mr. Conen. That is right. 

Mr. DeWinpv. Now, do you remember that on July 27, 1951, you 
were asked this question : 

Question. About what would you say was the amount of money you have 
your total net worth from 1946—your bank accounts, securities, everything else 
a rough sort of guess, your best estimate? 

Answer. I’d say somewheres around $4,000 or $5,000 

Mr. CoHEN. As of what date 1s that, Mr. DeWind? 

Mr. DeWInNpD. In 1946. Now, was that an accurate answer / 

Mr. Conen. No, sir. 

Mr. DeWrnp. In fact, your net worth at that time was at least 
$30,000 or in excess thereof ? 

Mr. Conen. I do not think it was in excess of $30,000. I think 
$95,000 would be closer to it. 

Mr. DeWrnpv. Well, your net worth statement shows that as of 
December 31, 1945, the net cash value of your life-insurance policies 
was $26,675. 

Mr. Conen. Oh, yes, I did not put that in. There was no place to 
put that in, and I never considered that an asset. 

Mr. DeWInp. You do not consider cash value of your insuran »as 
an asset? Well, $26,076, and your answer on that day was, “I would 
Say around $4,000 or $5,000.” 

Mr. Conen. Of cash surrender value, you mean ‘ 

Mr. DeWinp. Of net worth, your total net worth. 

Mr. Conen. The first statement I made, that was apparently in 
correct. 

Mr. DeWinp. It was 500 percent incorrect. 

Mr. Conen. I had gone through a lot of domestic trouble since 1946. 
and my net worth at any one time, unless I was able to compute the 
thing, was a blur in my mind. 

Mr. Kean. Mr. Cohen, you say that you were so nervous and upset 
that your mind was a blank in July when the committee representa 
tive talked to you. Why should you be nervous if you had nothing to 
hide, and if you had a completely clear conscience. and why should 
you be nervous about perfectly normal questions? 

Mr. Conen. There is one thing, Congressman Kean. in being on the 
questioning end, and another thing on being on the answering end of 
any investigation. I mean, I have been accustomed to questioning 
people, and not to answering questions, and when I was put on the 
spot, I just was not equal to the situation. I have never been ques- 
tioned that way, and it was a shock to me. 

Mr. Kran. Of course, you have often asked taxpayers those same 
general line of questions. 

Mr. Conen. Yes, sir, as I said, it is one thing asking questions. 

Mr. Kean. And do you expect them to have blank minds and to be 
so nervous that they might forget income of $12,000 or large items ? 

Mr. Conen. Let me explain that, Mr. Congressman. I realized when 
I reflected this thing, that night, that my statements were incorrect as 
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given to counsel for the committee, and my thought was that when I 
was called to sign the statement that at that time I would put correc- 
tions in where indicated, and as a matter of fact, I discussed that situa- 
tion with one of the other men who was questioned, who also had told 
me he made some misstatements to the committee, and he told me that 
he had called somebody up over at the committee’s offices and they told 
him to wait until he was called to sign the statement, and to put the 
corrections in as required. And I just sat back and waited. 

Mr. Kean. You did not call somebody in the committee offices ? 

Mr. Conen. No: I relied on what this individual, Mr. Candle, told 
me, but I figured I was going to be called any day to sign the state- 
ment. 

Mr. Byrnes. You say the way the questions were asked, was there 
something improper in the way the representative of this committee 
questioned you or anything? 

Mr. Conen. I did not hear that question, Iam sorry. I am a little 
hard of hearing. 

Mr. Byrnes. Well, was there anything peculiar about the method of 
questioning used by the representatives of this committee, in ques- 
tioning you! : 

Mr. Conen. Well, I thought it was a sort of a biased proceeding 
there, and in other words, if I may digress, the committee counsel 
questioned me about my expenditures, the fixed set expenditures, and 
they came to about $6,000, and my salary at that time was $6,500, and 
one of the counsel there in a not too friendly way said, “Well, you 
are pretty good if you are able to feed and clothe your family on $500 
a year.” Of course, that immediately put me in a spot there, where I 
was being questioned to get something on me and not to get facts, and 
it gave me a very uncomfortable feeling, and I told the counsel, I said, 
“I did not say—— 

Mr. DeWinp. Might I interrupt, this question you are relating to 
that put you on the spot, did it not occur at the end of your 
examination ¢ 

Mr. Conen. On July 27. 

Mr. DeWinpv. Was it not at the end after you gave all of your 
answers ¢ 

Mr. Conen. This occurred during the examination. 

Mr. DeWrnp. But at the end, after you had given all of the 
answers ¢ 

Mr. Conen. My recollection is that it occurred right at the begin- 
ning there when they asked me about the rental 1 was paying, and 
the other fixed expenses. 

Mr. DeWtinp. The record shows it was right at the end of your 
examination, the question was put. 

Mr. Conen. Well, the record should be correct, but in any event, 
counsel said to me, “Well, you are doing pretty good, feeding and 
clothing your family on $500 a vear,” and I said, “I never said I 
could do that on $500 a year, and if you looked at my tax returns you 
would see I had other income, and other means with which to feed 
and clothe my family.” 

Mr. Byrnes. You testified that the manner of the questioning or 
the fact that vou had to answer questions was the thing that upset 
you, and I was wondering whether there was something peculiar about 
the w iy the questions were asked. 
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Mr. Conen. I cannot say that at this date. 

Mr. Byrnes. It was just the idea that you were not used to answer- 
ing questions; you were used to asking them, is that right ¢ 

Mr. Conen. That is probably the idea. 

Mr. Byrnes. Is it your experience that whenever anybody has to 
answer questions, that they just get blank memories / 

Mr. Coven. It has been my experience regularly, that that happens, 
and it might be an honest lapse of memory or a manufactured lapse 
of memory. 

Mr. Byrnes. It does not do much good to talk to them in the first 
instance, if you cannot depend upon anything they say 4 

Mr. Conen. Well, at least we give the man an opportunity to go 
back and look at his records and get the correct answer for us, and 
this thing—I was caught cold in this thing, and here I had no idea 
that I was going to be questioned, and it seemed to me that if notice 
had been given me | could have located records. 

Mr. Byrnes. Now, when you were asked about having cash in bank 
accounts or cash in your home or in safety deposit boxes, did you 
suggest that you could not answer that question from memory, that 
you would have to examine bank accounts, and have to examine your 
records ¢ 

Mr. Conen. Did I answer that way? No, sir, I did not answe1 
that way. 

Mr. Byrnes. You just gave a flat answer that vou did not? 

Mr. Conen. Yes, because at that time I knew I was indebted to the 
insurance company for a loan, in order to keep the family going, and 
the only thing in my mind was the fact that I was slowly but gradu- 
ally depleting my capital to keep the family going. 

Mr. Byrnes. But you did not appeal to the representative of this 
committee that you had to look at records and refresh your memory 
to identify whether or not you had cash in the safe-deposit box at 
any particular time? 

Mr. Conen. Well, frankly, I figured that any errors that I made in 
that testimony could have been corrected when I was called to sign 
the statement. I did not think that there was too much importance 
to that until my signature got on the statement. 

Mr. Byrnes. It was your attitude that the answers you made at 
that time were of no consequence, and that you could change the 
answers at any time, is that right? 

Mr. Conen. Well, no, after I had consulted my records and found 
out what the true facts were. 

Mr. Byrnes. As far as the true facts of whether or not you ever 
had cash in a safety-deposit box, or in your home, in excess of $300, at 
any one time? 

Mr. Conen. Well, the answer had to be incorrect, because in the 
current years I withdrew cash in excess of $300 and had it on hand, and 
forgetting what I had on hand at the beginning of the period. 

Mr. Byrnes. Your answer to the counsel or to the representative of 
this committee was that you just never had any fund in excess of 
S3K M) in safety deposit boxes. 

Mr. Conen. My answer to that was incorrect, it was incorrect. 

Mr. Byrnes. Can you give any other explanation as to why you 
should have such a complete lapse of memory on that question ? 
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Mr. Conen. The only thing I can attribute it to is the nervousness 
and the strain of being questioned by two members of the committee. 

Mr. By RNES, How long hi ave you hi id a safety deposit box ? 

Mr. Conen. I would say since 1925 

Mr. Byrnes. That is all, Mr. Chairman. 

Mr. Kean. Mr. Cohen, you said that when you had realized that 
you had made this error that you just sat back and waited until you 
thought you would get the statement signed. 

Mr. Conen. Yes, sir. 

Mr. Kean. You did not consult counsel ? 

Mr. Coven. No, sir; I did not consult Mr. Walsh, who happens to 
be a personal friend of mine. 

Mr. Kean. You did consult counsel ? 

Mr. Conen. That was last week. 

Mr. Kean. Last week? 

Mr. Conen. Last week I consulted Mr. Walsh. 

Mr. Kean. That is, the first time that you consulted counsel on this 
subject was just a week ago, when you got the subpena to appear 
before this committee / 

Mr. Couen. Yes, sir. It might be 10 days ago, but it was within 
the last 2 weeks. 

Mr. Kean. You did not consult counsel back in August or Sep- 
tember of last year / 

Mr. Conen. No. 

Chairman Kine. All right, proceed. 

Mr. DeWrnp. Now, at the outset of the examination on July 27, 
1951, do you recall being told this: 

This is not in any sense a charge against you nor to be construed as such. The 
information we obtain will be treated as confidential for use of the subcom- 
mittee only. The interview will be recorded. You will be expected to sign and 
swear to the statement which you make. Do you consent voluntarily to this 
interview ? 
and your answer was “I do.” 

Mr. Conen. Yes, sit 

Mr. DeWinp. Was there anything in that to cause you apprehension 
or nervousness ¢ 

Mr. Conen. I have got apprehension now, too, and when you are 
being questioned, you feel apprehensive. I have heard it said that the 
worst witnesses are lawvers, and probably the worst witnesses, too, are 
agents who are used to doing the questioning. 

Mr. DeWinpv. You find that your mind is a blank now? 

Mr. Conen. No: I did not think it was a blank at the time I was 
questioned by the committee. 

Mr. DeWrnp. You are a college graduate, are you not, Mr. Cohen? 

Mr. Conen. Yes, sir. 

Mr. DeWrnp. You have a degree in accountancy ¢ 

Mr. Cowen. Yes, sir. 

Mr. DeWinp. And you have been an auditing agent now for 30 
years ¢ 

Mr. Conen. Since 1922, ves, sir. 

Mr. DeW inv. Nevertheless, rather simple questions about your in- 
come and assets caused your mind to go blank so you forgot $12,000 in 
cash in a safe-deposit box ? . 

Mr. Conen. That is right. 





INTERNAL REVENUE INVESTIGATION 2689 


Mr. DeWrnpv. And you forgot that you had a net worth of between 
$95,000 and $30,000 and thought that you were worth only $4,000 or 
85.000 ¢ 

Mr. Conen. Well, immediately after my domestic trouble, my net 
worth came down quite a bit. 

Mr. DeWrnp. Now, your net worth remained, according to your 
statement, you had a net worth that has ranged from $26,000 to 
$32,000% 

Mr. Conen. Yes, but a good portion of it—— 

Mr. DeWrnb. From 1946 to 1950? 

Mr. Conen. Yes, sir, but without figuring it out accurately, I would 
say that anywhere from a half to more of that was the property of my 
wife, whic h she came to me with, when I married her, my prese nt wife. 

Mr. DeWinpb. How much of that ? 

Mr. Cowen. I would say about half to three-quarters of it, and my 
wife and children. 

Mr. DeWrnp. You are referring to the gifts that have been made 
to your children from 

Mr. Conen. Gifts or certificates of deposit or jewelry or other 
securities she owned when I married her. 

Mr. DeWinpv. Now, on July 27 

Mr. Conen. That is at least half of the total. 

Mr. DeWinpv. On July 27, 1951, you were asked, were you not, 
whether you had any jewelry of value? 

Mr. Conen. Any jewelry? 

Mr. DeWinp. Yes. 

Mr. Conen. I imagine so, I imagine that question was put to me 
I have no recollection now. 

Mr. DeWinxv. Now, do you remember these questions: 

Question 

Mr. Warsu. May I ask a point of importance from the Chair, sir? 
Is it also a rule of this committee that it is customary for these pre- 
liminary statements to be submitted to the person who is answering 
the questions, and that nothing can be held against him until such 
time as he looks it over and signs the statement? Is that customary 
with the committee / 

Mr. DeWinp. I am not prepared to say that anything is customary, 
Mr. Walsh. In this particular case the net-worth statement that was 
developed later was in conflict with the answers, and, of course, I as- 
sumed Mr. Cohen would not wish to sign it. 

Mr. Watsn. I wanted to know whether it was customary for each 
individual who is being questioned in the first instance to be given 

copy of his statement, and then it is binding upon him when he 
signs it, and that is my question. 

Mr. DeWrnpv. Mr. Walsh, I have no statement to make concerning 
what it is customary for the committee to do. 

Mr. Watsu. Is it the practice, then ? 

Mr. DeWrnp. I would not say we have any uniform practice. 

Mr. Wausn. Has it ever been done? 

Mr. DeWinp. Has it ever been done? 

Mr. Wausn. The fact a man is given his statement for him to 
sign. 

Mr. DeWinp. Mr. Chairman, I do not see that this discussion of 
how the committee proceeds can contribute to this situation. 
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Mr. Watsnu. Then I will withdraw the question, sir. 

Chairman Kine. What was your purpose in asking the ques- 
tion ¢ 

Mr. Watsu. A great to-do is being made about the fact that he 
made a statement to the committee on July 27, I believe it was, which 
Mr. Cohen frankly admits at this time that he was wrong, and he 
also explained to the committee that on the way home that night he 
realized that, without the inquisitorial men asking him questions, and 
on sober reflection, he came to the conclusion he had made errors, and 
he then spoke next morning to a man by the name of Mr. Cantell. 

Mr. Conen. Candle. 

Mr. Wausu. An agent who was also questioned and who in turn 
had called the committee up and he was told that he could correct 
his statement at the time when they submitted it to him to be signed. 
Now, Mr. Cohen, relying upon that statement of Mr. Candle, who 
had communicated with the committee, he thought that at any day 
he would be called over and say, “Sign this,” at which time it would 
be binding, because he had intended, as I understand it, to go over 
and correct those statements. And he also said that at the particular 
time he was questioned, he could not think properly. 

Chairman Krne. Very well. 

Mr. DeWrnp. Mr. Cohen, had you been testifying before this com- 
mittee on that date, would you have made any different answers / 

Mr. Conen. On which date? 

Mr. DeWrinp. On July 27. 

Mr. Conen. I did not get the question. 

Mr. DeWrnp. On July 27. if you had been testifying before this 
committee, would you have given different answers ¢ 

Mr. Conen. Than the ones that I gave? 

Mr. DeWrnp. Than the ones you gave on July 27. 

Mr. Conen. Absolutely, in retrospect, certainly. 

Mr. DeWrnp. In-retrospect, but at that time? 

Mr. Conen. I have my records now. 

Mr. DeWrnp. But at that time, were you giving answers that would 
be different, dependent upon whether you were called before the 
committee or were examined by the staff? 

Mr. Coren. Now that I know what is what, naturally my testimony 
would be different. I would not deliberately make a misstatement to 
the committee knowing what the figures show. 

Mr. DeWrnp. Well, as a matter of fact, in the course of that exami- 
nation on July 27, 1951, when you took all of the answers you gave, 
it disclosed that you had expended sums in excess of your salary, 
did it not? 

Mr. Couen. I did not get that question; I am sorry, my hearing is 
not too good. 

Mr. DeWrnp. When you were questioned on July 27, the answers 
you gave when you put them all together disclosed that you had spent 
more than you had in reported income, is that not correct ? 

Mr. Conen. Well, no. I had in mind, Mr. DeWind, the last couple 
of years; what was before that was more or less of a blank. 

Mr. DeWrnpv. Let me repeat my question. Did not your answers 
on July 27 show when you took them all together that you had spent 


more over the vears 1946 to 1950 than you had received in income? 
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Mr. Conen. Well, I knew since the children were born I had spent 
more than my income. 

Mr. DeWrnp. But your answers did disclose that, and it was after 
that. 

Mr. Conen. I beg your pardon, my tax return showed a sale of secu- 
rities and a loan from the insurance company to make up the most 
of the living expenses for the last couple of years, for 1948, 1949, 
and 1950. 

Mr. DeWrnp. But without the $12,000 in cash that you say you 
forgot, and without these other assets which you forgot, you would 
have been wholly unable to explain some of the expenditures that 
were brought out in that investigation ¢ 

Mr. Conen. Well, if I did not have that money I could not have 
made those expenditures, with cashing in on savings, bank books. 

Mr. DeWinp. Well exactly, you had expenditures that you had 
made, that were revealed on July 27, that could only be explained by 
assets which you did not reveal on July 27. 

Mr. Conen. I showed a source of that money that was on hand at 
the beginning of 1946. 

Mr. DeWinp. You did not disclose that you had any cash on hand 
at the beginning of 1946. 

Mr. Conen. Admittedly that was an erroneous statement I gave 
to the committee, and I cannot argue that it was right when it was 
wrong, and if I continued that statement in my sworn statement, | 
would be giving you a wrong statement. 

Mr. DeWrnp. And in fact you understated your net worth on that 
day by some 500 percent. 

Now, these expenditures made by you between 1946 and 1950 in 
excess of your income amounted, as was brought out earlier, to a sum 
in excess of $25,000, and out of that sum we computed that you had 
been able to identify some $7,000, and that some $19,000 remained 
unidentified, or unverified. 

Mr. Conen. Let me make a statement, Mr. DeWind. If Mr. Giunta, 
the special agent, is present, he will bear out the fact that I cooperated 
with him 100 percent, and there was never any attempt on my part 
to stall for time, or to manufacture stories for him. Whatever he 
asked me to get, initially when the investigation started he said to me, 
“Now. Mr. Cohen, I can go out and dig this information up myself, 
or if you care to do it you can assist me,” and I said, “I will be more 
than happy to get any information that you ask me to get, and you just 
tell me what you want.” And, well, he gave me a list of items, and in 
2 or 3 weeks I had the information for him, and then he gave me some 
more items to get, and at no time did I give Mr. Giunta an evasive 
answer or an answer that would appear that I was stalling or trying 
to tire him out. He never asked me, as far as I can recollect, he never 
asked me about identification of these bonds that the committee was 
speaking about, that my children received as gifts, and I have a record 
of the place of issue of those bonds and it seemed to me if Mr. Giunta 
doubted the authenticity of the gifts he could have gone to the banks 
and gotten the purchase application to find out who the purchasers 
were. But apparently he never suggested that to me, and I assumed 
that after all it did not run into thousands each year, and I assumed 
that he accepted that as being a bona fide statement. 
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Mr. DeWinp. Are you able to identify the sources of $5,200 of gifts 
in bonds? 

Mr. Couen. Of bonds, well, I have the place of issue, where the 
bonds were bought, and it seems to me that the banks or other institu- 
tions should have a record of the purchase application. 

Mr. DeWtinp. That has not been possible to obtain. Have you no 
recollection of where $5,200 in bonds came from ¢ 

Mr. Conen. Well, that is a pretty hard thing. 

Mr. Wausu. Which $5,200 are you speaking of ? 

Mr. DeWinp. Mr. Giunta has testified there were $7,200 of gifts in 
this period, and that you have identified $2,100 of it. 

Mr. Couen. Mr. DeWind, if Mr. Giunta had taken this up with me 
when we had many conferences, | would have been able to probably 
dig up some names for him, but that question was never put to me. 

Mr. DeWrnp. But you did in fact identify $2,100 out of the $7,200. 

Mr. Conen. Which is that? 

Mr. DeWinp. Well, I do not know. 

Mr. Conen. Of the bonds? 

Mr. DeWrnp. Of the gifts in bonds and cash, and you have said Mr. 
Golding gave you $1,000. 

Mr. Watsu. What year is this, Mr. DeWind? 

Mr. DeWrnp. Over the period from 1946 to 1950. 

Mr. Conen. You say $2,100 in cash? 

Mr. DeWrnp. And in bonds. 

Mr. Conen. Oh, in bonds, let me see. We have $1,200, and I think 
there is only about $2,700 worth of bonds in this whole thing. 

Mr. DeWinp. The total gifts to you, to you and your family, in 
the period from 1946 to 1950, are listed at $7,200, and that was Mr. 
Giunta’s testimony. 

Mr. Watsu. Would you break that down in specific amounts, bonds 
and cash, and he will explain each and every item. 

Mr. DeWinp. Mr. Giunta would have to be recalled as a witness 
to make that clear, and he said that there was $7,200. 

Mr. Cowen. Let me see if I can do it, because these are my figures. 
I see here about $6,300 worth of such items, Mr. DeWind. There is 
$3,100. 

Mr. DeWinp. Now, taking your statement, it shows for the year 
1946, $3,595 in gifts, and the year 1947 

Mr. Wausu. One at a time, now. 

Mr. Cowen. What year? 

Mr. DeWinp. 1946. 

Mr. Conen. What do I show? 

Mr. DeWinp. $3,595. 

Mr. Conen. In 1946, I showed gifts here of $2,115 by check, and 
$1,000 by cash. 

Mr. DeWinp. That accounts for some $3,200. 

Mr. Conen. And my wife got a wedding gift from the office of 
$480; is that what you have included? 

Mr. DeWrnp. Yes; and now you: have identified your wife’s gift 
from the office. 

Mr. Conen. That can be verified at the office. 

_ Mr, DeWrnp. Now you have got $3,200 of other gifts, and can you 
identify the source of those? 
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Mr. Conen. Well, we identified $1,000 of that, of the $2,115. 

Mr. Byrnes. As what! 

Mr. DeW inp. What did you identify those as? 

Mr. Byrnes. Identify it now. 

Mr. Cowen. As a wedding gift. That was a single wedding gift. 

Mr. DeWrnp. From Mr. Golding; is that correct ¢ 

Mr. Conen. That is right. 

Mr. DeW inp. How about the balance of $1,200 ¢ 

Mr. Kean. Who is Mr. Golding, in the first place ¢ 

Mr. WatsH. A very personal and intimate friend of his, a boyhood 
friend, if that answers your question, sir. 

Mr. DeWrnp. I think, Mr. Walsh, that Mr. Cohen had better answer 
the questions. 

Mr. Conen. I am hard of hearing. 

Mr. Watsn. I am sorry if 1 am out of order. Would you ask your 
question again ¢ . | 

Mr. Kean. Who is Mr. Golding, and how did he happen to give 
as large a sum as $1,000 ¢ 

Mr. Conen. Mr. Golding is an old, old friend of mine, with friend- 
ship going back, I would say, 35 years, approximately, who has pros- 
pered in the business world, and he lived with me through the troubles 
I had with my former marriage, and he was very happy when I mar- 
ried my present wife, and he liked her very much, incidentally, and he 
propositioned us, and he said, “When you get married I am going to 
give you a very handsome gift,” and that is what he came along with. 

Mr. Kean. What is his business / 

Mr. Conen. He is in the textile business. 

Mr. Kean. Does he have his own business ¢ 

Mr. Conen. Yes, sir. He is quite an affluent individual. 

Mr. Byrnes. Was this in cash? 

Mr. Conen. No, sir; that was a check. 

Mr. Byrnes. It was a check? 

Mr. Conen. Yes. 

Mr. DeWinp. That is identified; out of almost $3,600, you have now 
identified close to $1,600. You have about $2,000 of unident ified gifts 
for 1946, and can you identify it? 

Mr. Conen. I can identify some of those, and, as I said, if Mr. 
Giunta had asked me for this when we had our many conferences, and 
given me an opportunity to figure out the information, I could do it. 
But I think I can identify some of them. 

Mr. DeWinp. In fact, did you not identify for Mr. Giunta the total 
gifts? You identified a gift from a Mr. Dortman of $200. 

Mr. Conen. That is right. 

_ Mr. DeWrnp. And you identified a gift from a Mr. Friedman of 
$200. 

Mr. Conen. That is right. 

Mr. DeWinp. And you identified a gift from a Mr. Diamond. 

Mr. Conen. Mrs. Diamond. 

Mr. DeWinp. Of $250. 

Mr. Conen. That is right. 

Mr. DeWrnp. Anda gift from Mr. Golding of $1,000. 

Mr. Cowen. That is right. 

Mr. DeWrnp. And then vour wife’s office gift, $480, and that is a 
total of $2,130 in gifts you have identified, and it leaves a balance of 
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close to $1,500 of unidentified gifts, so it seems to me Mr. Giunta did 
go into this with you, and you did identify some of them and not others. 
Mr. Couen. Well, I think I identified the majority of the check 
gifts, and the cash gifts here, I would have to discuss that with my 
wife and find out if her memory is better than mine, and these gifts 
came in 6 years ago. 

Mr. DeWrxp. Let us— 

Mr. Byrnes. Were these all wedding gifts? 

Mr. Conen. Yes, sir; wedding gifts. 

Mr. Kean. These were all wedding gifts? 

Mr. Conen. Yes, sir, and we had about, I would say, about 35 or 40 
couples at our wedding reception, and these were the gifts that flowed 
in as a result. 

Mr. Kean. It is rather unusual to have so many cash gifts at a 
wedding, and most people give something else rather than cash for a 
wedding gift. 

Mr. Counen. We got gifts in kind, too; I mean, silver pieces, and 
things like that. 

Mr. Kean. I think people prefer to give gifts, ordinarily, because 
cash, you have to give more cash if you give it in that form. 

Mr. Conen. If you look at my expenditure column here, of living 
expenses, you will find that as I was given gifts, I in turn had to hand 
out gifts, and so that—and this is cash gifts, and I say cash, I mean 
checks—so that over a period of 5 years I probably gave out $700 or 
$800 in cash gifts myself to these very people, all by check, and I call 
iteash. It is $750 ina period of 4 years that I gave out in check gifts. 

Mr. DeWtnp. And you made gifts of S700 while you received gifts 
of $7,000% Are you saying you made gifts of $700 while you received 
gifts of $7,000 in cash # 

Mr. Conen. Well, I can never hope to compete with some of these 
people who gave me gifts, and I mean | gave token gifts. 

Mr. DeWinp. Well now, in 1949 you show that you had received 
$1,537.50 in gifts. 

Mr. Conen. On the birth of my son, I guess; yes, sir. That should 
be easily verified. Most of that was in E bonds. You have got 
$1,237 by E bonds, and we have the bonds and we can get the bank 
of issue. 

Mr. DeWinp. Were you able to identify who gave you those bonds? 

Mr. Conen. I never was asked that question. 

Mr. DeWinp. I am asking you now; are you able to do that? 

Mr. Conen. I will try to, and I can go to the banks and get the 
applications. 

Mr. DeWtnp. Now, can you not think of anybody who gave you 
gifts in 1949 amounting to $1,537? 

Mr. Conen. I can think of a lot of people, and I could think of our 
relatives, and I could think of a lot of friends, but I mean I do not 
know whether you want that. 

Mr. DeWinp. Can you think of anybody who in fact did give you 
gifts in 1949? 

Mr. Conen. Yes, sir. 

Mr. DeWinp. Who did? 

Mr. Watsu. This is, of course, his best and present recollection, 
without being later criticized for giving his best recollection at this 
time, sir. 
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Mr. DeWinp. I would suggest, Mr. Cohen, if you have a recollection 
you give it as vane rec ollect tion, and then let us see what your recol- 
lection a and we will talk about it. 

Mr. Conen. Well, we got gifts from our immediate relatives, my 
sister, and my wife’s brothers and sister, uncles, aunts, friends, and I 
would have to give you a list of all of our relatives and friends. And 
I do not know whether the »y sent the blanket or sent a bond. 

Mr. DeWrnp. Well, this is cash and bonds. 

Mr. Conen. These are what? 

Mr. DeWine. Cash and bonds. , ‘ 

Mr. CoHEN. Well, the cash, it does not amount to too much. The 
cash is only $300. That is $65 to my daughter. It was probably a 
birthday or Christmas gift, and my son got $235 in cash at birth. 

Mr. DeWinp. At the present time you are not able to indentify 
where you got $1,200 in bonds and $300 in cash ? 

Mr. Conen. I could not give you anything that would be approxi- 
mately right, Mr. DeWind. and I could get the information for the 
committee, though. 

Mr. DeWrnp. In 1947 you received—— 

Mr. Wausn. May I interrupt once, and if you want that informa- 
tion, we will go to the banks and dig it out for you, if you want it. 

Mr. DeWrnp. I think it would be a very good thing to do. 

Mr. Conen. If Mr. Giunta had asked me to do that, I would have 
been very happy to cooperate, but I was never asked to do that. 

Mr. DeWinp. Mr. Giunta has apparently discussed with you all of 
the gifts, because you have a number of identified gifts. 

Mr. Couen. I gave him a list of the bonds, all of our bond holdings, 
with the places of issue, as stamped on the face of the bonds, and he 
accepted that, and he accepted that at its face value, and he did not 
ask me who the various donors were, and I would have suggested to 
him where to go and 7 to go about getting the inform: ition. 

Mr. DeWinp. Now, in 1947 you received $1.413.75 in gifts; can you 
identify those, or cannot those be identified either ¢ 

Mr. Couen. Gifts to my daughter at birth, $1,413.75, and I can say 
the same thing, Mr. DeWind, I would have to Zo to the places of issue 
or consult with my wife as to her memory, but it seems to me the 
reliable source to get that would be right from the places of issue; 
they should have the applications for these bonds. 

Mr. DeWINp. You have some pretty liberal friends as far as your 
children are concerned. 

Mr. Conen. I pride myself on my friends. 

Mr. DeWinp. In order to get $1,400 in cash; that is pretty nice. 

Mr. Conen. I have known Mr. Walsh for a good number of years, 
and we have always kept up our sincere friendship, and I turned to 
him as a friend more than as a counselor when I went to him. 

Mr. DeWinp. He did not give you any of that money, did he? 

Mr. Cowen. No, sir. 

Mr. Watsu. I have no part of this. I do not think | could identify 
half of it. 

Mr. Conen. It is unfortunate that I was not asked the questions by 
Mr. Giunta, or I would have done my darnedest and had my wife 


attempt to, or call up people and ask them if they recollected. 
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_ Mr. DeWrnp. As a revenue agent who has been engaged in examin- 
ing people’s tax returns and sources for 30 years, did it not occur to 
you that the sources of your funds were entirely relevant? 

Mr. Conen. Yes, sir. 

Mr. DeWrnp. But it never occurred to you since July of 1951 to 
establish the sources of these payments? If you were examining a 
taxpayer and you found undisclosed sources of cash, would you have 
waited this long to expect a solution from him as to where he got the 
unexplained cash ¢ 

Mr. Conen. I know this much, Mr. DeWind, if I examine a tax- 
payer and for one reason or another I do not ask him the sources of 
his cash, and he does not supply me with the information, and I was 
not asked that, and I assumed the figures were so small and reasonable 
that I was not going to create an issue there, if it was not created 
for me. 

Mr. DeWrnp. You think that it. is customary for people to have 
$7,200 in cash gifts over a period of 5 years, that that is so usual and 
customary as to create no problem / 

Mr. Conen. I do not get that $7,200; where is that $7,200? 

Mr. DeWtnp. That is the total of gifts that you got from 1946 to 
1950 in cash and bonds and checks. 

Mr. Conen. Your figure is pretty correct. It is approximately 
$7.200, and I did not think it was that much, Mr. DeWind. 

Mr. DeWrnp. Now, in that period you spent in excess of $25,000 
over your income, and do you not think that the sources of those ex- 
penditures are a matter of considerable interest / 

Mr. Conen. Yes, sir; I attempted to give a satisfactory explanation 
when I was - 

Mr. DeWrnp. Now, this $4,500 you say you received indirectly 
through your sister-in-law as a repayment of the loan you made to 
your brother-in-law. 

Mr. Conen. That is right. 

Mr. DeWrnp. Was there any note evidencing that indebtedness 
from your brother-in-law ? 

Mr. Conen. There never was. That was two loans and not a single 
loan, to help him go into business on two different occasions, 

Mr. DeWrnp. There was no note or letter or any evidence of that 
indebtedness ? 

Mr. Conen. It was a family situation, and he was my sister’s hus- 
band, and I would no more think of taking a note from him than he 
would take a note from me if he had to lend me money. 

Mr. DeWrnp. There was, of course, no interest paid on it? 

Mr. Couen. In the first place, when the thing went sour, his busi- 
ness went sour, and I did not attempt to claim anything on my tax 
return because to me it was more of a personal loan than a business 
loan. 

Mr. DeWrnp. When did that go sour / 

Mr. Conen. I mentioned to the committee at the previous hearing 
the names of the businesses, and I am confused as to which business 
came first and which business came second. 

Mr. DeWrnp. In any event, your brother-in-law was unable to 
repay the loan, and he had no funds prior to 1940? 

Mr. Conen. Prior to when / 
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Mr. DeWrnp. Prior to 1940. 

Mr. Conen. Oh; yes, sir. 

Mr. DeWrnp. Now, in those years you were entitled, were you not, 
to claim personal loans that were not repaid us bad debt losses to tax 
returns ¢ 

Mr. Conen. No, sir: I could not in clear conscience claim that loan, 
be ause if he h id not been a brother-in law of mine | never would 
have given him the money. I did not call that a bad debt. 

Mr. DeWrnpb. But loans to relatives were deductible, were they not. 
and bad debts of relatives were deductible, were they not / 

Mr. Conen. I always questioned them, to be sure that there was 
something more than the relationship involved in extending the loan. 
Mr. DeWrnp. But uy event you did not claim that as a loan ¢ 

Mr. Conen. No, sir. 

Mr. DeWrnp. How was the loan made to your brother, by cash or 
by check ¢ 

Mr. Conen. There was money taken out of my brokerage account 
and given to him. 

Mr. DeWrnp. In cash / 

Mr. Conen. I do not recall. It might have been in cash, because 
I have a faint recollection that I did not want to get involved with 
that business as a silent partner or anything else. 

Mr. DeWrnp. The repayments to you and to your sister-in-law 
were made in cash, were they ¢ 

Mr. CoHENn. | believe they were, She invested them in series E 
bonds as she got the mone Vy. 

Mr. DeWinp. So there is no way of verifying either those pay- 
ments to your brother-in-law or the repayment ( 

Mr. Conen. Unfortunately not, other than my sister-in-law’s say-so. 

Mr. DeWinp. And the $12,000 in cash that you forgot we have 
already covered, and you now say you had $12,000 in a safe-deposit 
box ¢ 

Mr. Couen. Yes, sir. 

Mr. DeWinp. You kept it there from 1946 to 1950, except to the 
extent that you spent it ¢ 

Mr. Comen. No, sir; I took out what was left of that money in 1949 
and gave it to my wife. 

Mr. DeWtnp. She kept it in cash? 

Mr. Couen. Yes, sir. 

Mr. DeWinp. In other words, you had amounts ranging from $12.- 
000 in cash down to 82,500 in eash, either at home or in a safe-deposit 
box, over this period ? 

Mr. Conen. That is right. 

Mr. DeWinp. Why cid you keep it in cash, where it would produce 
no interest and no profit i 

Mr. Conen. Well, the original purpose in taking it out in cash was 
because of the marital difficulties I was in at that particular time. 

Mr. DeWinp. You were in no marital difliculties from 1946 o 
were you 

Mr. Conen. No, sir. 

Mr. DeWinp. Why did you keep $12,000 in cash in the safe deposit 
box ¢ 
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Mr. Conen. Well, it was kept in cash because we required that for 
our expenses, and we needed that, and we incurred terrific expenses 
with the birth of the babies. 

(The witness conferred with counsel.) 

Mr. Conen. I do not know why you are interested in why the money 
was gotten out there in the first instance. 

Mr. DeWinp. I am familiar with that, and with your statement 
concerning that, that it had relation to your marital difficulties at the 
time and you wished to convert your assets into cash and put them in a 
safe-deposit box, and now I am asking why, after all of those difficul- 
ties were resolved, you did not put it in a checking account and did 
not put it in a savings account and did not buy bonds, and you just 
kept it in a safe-deposit box in cash. 

Mr. Counen. We got to a period there were our outgo was greater 
than our income, and it was necessary to continually draw on that 
money. 

Mr. DeWrnp. Is a checking account not a pretty good place to draw 
money from, instead of having to go to a safe-deposit box ¢ 

Mr. Congen. I did not see any sense in keeping it in a checking 
account. 

Mr. DeWrnp. Most people do, do they not? How about a savings 
account? Here you have $12,000 which is lying idle, producing 
neither income nor possibility of profit. 

Mr. Conen. Well, you never—— 

Mr. DeWtnv. Then when you are asked about it, Mr. Cohen, you 
initially denied that you had had any cash. 

Mr. Conen. Well, I did not deny it, I just gave an incorrect state- 
ment. 

Mr. DeWinp. Well, all right, whichever way you care to phrase it, 
you denied it or you said you did not have it, or whatever it is. 

Mr. Byrnes. How much were you drawing out each year, or using 
for your general expenses each year / 

Mr. Cowen. Well, in 19501 drew out $1.500. 

Mr. Byrnes. Can you go back the other way ? 

Mr. Conen. Well, that is a hard thing, let me see now. Here is the 
way this cash goes down, if you would be interested in that. I start 
out with $12,000. 

Mr. Byrnes. That is in 1946? 

Mr. Conen. At the end of 1945, and at the end of 1946 it is $10,000. 

Mr. Brrnes. So in 1946 you drew on that account by about $2,000, 
and still kept $10,000 in the box. 

Mr. Conen. That is right. 

Mr. Byrnes. That was for a whole year’s period. 

Mr. Conen. Pardon me? 

Mr. Byrnes. It was fora whole year’s period. 

Mr. Cowen. It was during the year. That is the figure at the end 
of the year. 

Mr. Byrnes. So that there was at least $10,000 in there during 
the whole year. 

Mr. Conen. Oh, yes, and at the end of 1947 T had $7,500. 

Mr. Byrnes. And you drew on that $2,500 that year? 

Mr. Conen. That is right. 

Mr. Byrnes. Let us make the record complete. 
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Mr. Conen. At the end of 1948 I had $4,500, and at the end of 1949 
T had $4.000, and at the end of 1950 I had $2,500. 

Mr. Byrnes. So that it was not really necessary to maintain during 
the vear 1946 the amount of $10,000 or more in a safety-deposit 
box just to meet expenses that were over and above your other income ‘ 

Mr. Conen. Well, it was there and I just let it lay there. 

Mr. Byrnes. During this period, were you also buying savings 
bonds / 

Mr. Conen. Through the payroll purchase plan, at one time, and I 
do not know just when that started. I was buying it on the purchase 
payment plan. IT imagine that started in 1948. 

Mr. Byrnes. What about United States savings bonds purchased in 
1946, for instance / 

Mr. Conen. Which year are you referring to / 

Mr. Byrnes. In 1947, while your cash in the safety-deposit box was 
going down, your purchase of United States bonds was going up at 
the same time, was it not ? 

Mr. Conen. That was not the purchase of bonds; are you referring 
to the increase from 1932 to 1945, is that the figure you have reference 
to? 

Mr. Byrnes. I am referring to the increase in 1945, 1946, 1947, and 
1949, each year. 

Mr. Conen. Those were gifts, and that is what Mr. DeWind was 
referring to before, about these oifts. 

Mr. Byrnes. What about other stocks and bonds that you had ? 

Mr. Conen. I have not purchased a stock, I would say, since 1946. 

Mr. Byrnes. In other words, that increase was simply the market 
increase, that was a market Increase that you show in your fir ancial 
statement ¢ 

Mr. Conen. No, sir; I do not think that you will find it. On the 
other securities there, the 1946 increase was what my wife owned when 
I married her, and then we do not have anything happening until 
1948, and that is when I had a joint stock transaction, let us call it, 
with Mr Golding. 

Mr. Byrnes. The only explanation you can give for maintaining a 
large amount of cash in a safety deposit box 1s that you wal ted it 
there to draw on for any expenses you had in excess of your regular 
income ¢ 

Mr. Conen. That is right. I was confronted with a situation here 
where my expenses weekly were greater than my income weekly. 

Mr. Byrnes. But as far as drawing out this account in 1946, the most 
you drew out in a whole vear was about $2,000, and so you maintained 
$10,000 in the box, and the next year $2,500 and so you maintained at 
least $7,500 in the box. 

Mr. Conen. That money that was taken out in 1946, roughly, I 
would say most of it went toward the divorce settlement I made with 
my former wife. 

Mr. Brrnes. That is the $2,500? 

Mr. Conen. No: there is a diminution there from 1945 to 1946 of 
$2,000, and you see that, from $12,000 to $10,000, and then 1947 came 
along and I had a new baby in the family. 

Mr. Byrnes. That was $2.5000? 

Mr. Conen. That is right. 
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Mr. Byrnes. And I can understand, it is apparent that you had some 
expenses in excess of your salary. 

Mr. Conen. I want to put over this point, Congressman Byrnes, 
that subsequent to, I would say 1943 or 1944, I did not touch a share of 
stock in the stock market, or the stock brokerage account, let us say, 
and I just came to the conclusion that with my responsibilities I was 
not going to get myself involved any more in the market. 

Mr. Byrnes. I can understand that, too, but I still have difficulty 
in seeing an educated man with your background, and so forth, just 
keeping $10,000 in cash not working for you, locked in a safety-deposit 
box for year on end. 

Mr. Conen. The concrete answer to that, Congressman Byrnes, is 
that my wife had this $4,000 certificate with the Equitable Life draw- 
ing 5-percent interest, and suddenly she said to me one day this past 
summer, “How is it we are only getting 3 percent on this money?” 
After 5 years. And she said, “Can’t we get more interest on our 
money?” And I said, “Well, let us take that money out and buy some 
American Tel. and Tel. stock, and you get 6 percent on your money.” 
And well, her talk to me was, “Why didn’t you think of that before?” 
And I could not give her any answer. 

Mr. Byrnes. Your point of that story is that you cannot give me 
any answer either ? 

Mr. Couen. No: there is just no answer for it. I probably could 
tell someone else what to do, but I cannot tell myself what to do. 

Mr. Byrnes. That is all. 

Mr. DeWrnp. Is it not a fact, Mr. Cohen, that during this period 
vou borrowed $1,700 from Mr. Golding? 

Mr. Conen. No, sir; I did not borrow anything from Mr. Golding. 

Mr. DeWinv. You got him to buy stock for you. 

Mr. Conen. I did not get him, he got himself to buy stock for me, 
and he came to me with a proposition about a couple of Canadian oil 
stocks, and he wanted me to go into them, and I told him I did not 
want to speculate in the market any more and I had these responsibil- 
ities and I did not want to have any part of the stock market. He was 
very adamant about my having a participation with him and, in the 
same way that he gave us this liberal gift, he offered to allot a certain 
number of shares of each one of these stocks to me: the stocks remained 
in his own account and the stocks were carried at an average price. 

Mr. DeWrnp. Then you were indebted to him for $1,700, is that 
correct ? 

Mr. Conen. That is right. 

Mr. DeWrnp. At that time you had $4,500 in cash in a safe-deposit 
box? 

Mr. Conen. I was not going to touch that and put it in the stock 
market. I was under too heavy obligation at that time. 

Mr. DeWrnp. But you were perfectly willing to be indebted to him 
for it. 

Mr. Conen. I was not indebted to him. He was holding the stock. 

Mr. DeWrnp. Now, the $4,000 in the Equitable account drew inter- 
est at 3 percent, vou say ? 

Mr. Conen. Yes, sir. 

Mr. DeWrnp. Your wife thought that was not enough, and did you 
ever discuss with vour wife the $12,000 you kept in the safe-deposit 
box that drew nothing? 
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Mr. Conen. No, sir. 

Mr. DeWinp. You never told her about that cash ? 

Mr. CoHEN. She knew l had the money, and she knew I had money 
in the box. 

Mr. DeWrnp. But she never thought it should be drawing some 
interest ? 

Mr. Conen. No, sir 

Mr. DeWinp. Here at a time that you say that you were rapidly 
depleting your resources, you hac S12.000 and then $10,000 and then 
$7,500, which could have earned at least $300 or $400 a year for you, 
and you just left it idle in the sede for no reason, is that correct ? 

Mr. Conen. I did not hear the question. 

Mr. DeWIinp. Yor i had $12,000, and $10,000, and $7,500 from which 
vou could have conser ul ve ly received $300 or $400 a year of income, 
and you did ae te with it, and you just let it sit there. 

Mr. CoHEN. Well, conservat ively would be savings account, 1 or 
]1 pe reent. 

Mr. DeWinp. Even 3 percent, on war bonds. 

Mr. Conenxn. What would you have to do? You would have to 
keep selling them as you needed the money, and the proper place for 
that money would have been in savings accounts 

Mr. DeWrnp. In any event, you could have received 2 or 3 per- 
cent on a conservative Investment. 

Mr. Conen. You received 114. 

Mr. DeWtnp. This was at a time when you were engaging in exX- 
penditures of this kind, were you not, and did you not rent a summer 
cottage, a sulmmel house, in 1950 for almost $1.200 for the summer 
period ¢ 

Mr. Conen. It was $1,000. That was taken because of my wife’s 
conclition. 

Mr. DeWtnp. That was a house in Larchmont, N. Y., that you 
rented for the summer for $1,167 or almost $1,200, is that right ? 

Mr. Conen. No, sir: that house cost me $1,000. 

Mr. DeWrnp. Your statement shows 

Mr. Conen. My sister owed me $167 on the balance, and so I showed 
I laid out $1,167 that year. 

Mr. DeWinp. That is in fact what you did lay out. 

Mr. Conen. What is that? 

Mr. DeWinp. You did in fact lay out $1,167. 

Mr. Conen. But I got $167 back. 

Mr. Kean. Will you tell me something about that brokerage ac- 
count’ I was astonished by the statement brought out by your counsel 
that you had in all, I suppose, 10 brokerage accounts that you had 
shifted around. 

Mr. Conen. At that time? 

Mr. Kean. No, that you had had 10 brokerage accounts. 

Mr. Conen. Oh, yes. 

Mr. Kean. When you started, or when did you first have a broker- 
age account‘ 

Mr. Couen. I would say that would date somewhere around 1925 
that first account, my inaugural venture was with Seligsberg & Co. 
I remember that account. 

Mr. Kean. Do you remember whether those were margin accounts? 

Mr. Conen. Yes, sir. 
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Mr. Kean. Of course, in 1925 you did not have to put up much 
more money for a margin account. 

Mr. Conen. Fifteen or twenty percent, my recollection is. 

Mr. Kean. How much did you put into those accounts, do you 
remember ? 

Mr. Conen. It would be hard to remember. 

Mr. Kean. Was it a small amount, $1,000, or $5,000, or what would 
it be? 

Mr. Conen. You are going way back. Do you mean initially or 
during a period ? 

Mr. Kean. Initially. 

Mr. Conen. Initially I would say maybe $500 or $700 or something 
like that. 

Mr. Kean. By which you at that time were able to buy a consider- 
able amount of stock for a very small investment, and then you traded 
continually in securities and you did not buy and forget about your 
investment, but you traded in it. 

Mr. Conen. I traded, especially during the 1920 and 1929 era. 

Mr. Kean. Up to the 1929 period. 

Mr. Conen. Yes, sir. 

Mr. Kean. Then did you lose your shirt as did most people in 1929% 

Mr. Conen. No; not quite. I lost a lot, but not my shirt. 

Mr. Kean. But you still were able to save some ? 

Mr. Conen. I retrieved certain securities out of that, and in fact 
some that I sold during this period came out of that. 

Mr. Kean. When you went from 1929, with the 10 brokerage ac- 
counts, did you keep more than one at one time, or did that mean that 
you went to close one account and then moved over to another or what? 

Mr. Couen. This is based on recollection, but I would say at one 
time I might have had as many as four accounts. 

Mr. Kean. Whiy is that? 

Mr. Conen. The reason for that would be to get a so-called tip on 
a stock, and you would want to give that particular house. 

Mr. Kean. Some customer’s man or brokerage house would tell you 
that he thought some stock was good and you would put a few hundred 
dollars on it 4 

Mr. Couen. I would go to one of the men. 

Mr. Kean. And you were able during that time, of course, to deal 
in securities on a shoestring, but after the SEC came in and you had 
a point of 50-percent margins, how much did you have in brokerage 
accounts in 1935¢ How much money would you say that you had 
in there? Icould not expect you to give the exact details. 

Mr. Conen. I am trying to remember. 

Mr. Watsu. Mr. Giunta has a statement from 1942 from one 
account, Brinning & Co.. which has been submitted to him, but he 
asked for no other accounts prior to 1942, but we have submitted that 
to him, sir. 

Mr. Conen. I know I had a block of a certain stock that cost me 
approximately $7,000, 

Mr. Kean. But I understand the $12,000 that you had in the safe 
deposit vault was a result of liquidating the brokerage accounts. 

Mr. Coven. Yes, sir: plus a profit on those securities. 

Mr. Kran. Well, not all profit, the return of the principal, too. 

Mr. Conen. That is right. 
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Mr. Kean. But it was the liquidation. 

Mr. Cowen. Yes, sir. 

Mr. Kean. And I just wondered how much money, roughly, you 
had put in in order to get that $12,000 out. 

Mr. Conen. That would be a continuing proposition, Representa- 
tive Kean. I would buy and sell, and buy and sell, and buy and sell, 
but the last thing l was left with was a block of a certain stock, and 
as I recollect. it cost me about $7,000. 

Mr. Kean. It cost you about $7,000 and you sold it for $12.000 ? 

Mr. Couen. No; I do not say that; no. There was not that much 
there. and I took out of that brokerage account, L would Say L took 
out of that brokerage account closer to $8,000 or $9,000, and the other 
$4,500, you see, I drew out during this period here, 1942 to 1945, 


000 or 814.000; $4.500 of that came from 


1 


inclusive, approximately 51 
surrendering an insurance contract that I had, that I had bought in 
1932 or 195; 
Mr. Kean. You reduced the amount of your insurance ¢ 
Mr. Connex. And I surrendered that for $4,500 in cash, and Mr. 
Giunta has evidence of that, plus the fact that the money was taken 


out in currency, because it was during this period that I was having 


a pretty rough time of it at home. 

Mr. Ki AN. Th it Was the only brokerage account, at that time: you 
only had one brokerage account whe li you end d up‘ 

Mr. Conen. That is right, Brinning & Co. 

Mr. Kean. You were pretty successful in speculating in stocks, 
because if you were trading in and out, you were not investing, and 
you were speculating. 
Mr. Conen. The trouble is I was. I did not hold onto these 
long el ough, and | sold some of these ( anadian 0) St OK ks that Mr. 
DeWind referred to, and I sold them for $4 a share, and they are 


$10 a share today. 


( 
] 
i 


Mr. Kean. That was the purpose of my remark that you may have 
heard be fore you cnume on the stand, where | sil d {| at if vou had 


bought the securities and held onto them, I could well understand a 


large profit, but if you were trading in and out and paying comm 


“« 
] 


sions all of the time, it would be difficult to acquire a substantial profit. 

Mr. Conenx. I was an in-and-out trader back in 1928 and 1929, 
and then again I think I took another shot at the m irket in 1936, 
but my recollection is that in 1956 the market went bad again and J 
started buying back what I had made in 1936, and so I just took in 
Tuy lines. These securities I say that I sold in 1942, 1943, and 1944 


were acquired, a far as I ean recollect, in 1936. 


Chairman Kine. Before excusing you, Mr. Cohen, I want to 

hnceere ly suggest that you do what you can to pl k up— 

Mr. Cowen. I am SOrr'y, [ cannot hear you. 

Chairman Kine. I want to suggest to you that as soon as you can 
you make every attempt to clear up some of the phases that are unclear, 
to make a better record in connection with particularly the gifts and 
other things, and you understand— 

Mr. Watsn. I will get a list of all the gifts, sir, and if there is any- 
thing else you want, we will furnish it to you, if you will give me a 
list of them now. We will give you a list of every purchaser. 

Mr. Kean. There is no substantiating evidence at all with reference 
to the loans, is there ? 
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Mr. Watsn. It was his brother-in-law, as he testified, sir, and they 
were very very friendly, and he did not take it off as a business loss, 
and it was more or less one of these friendly things that if you had a 

brother or a brother- = law of whom you were very fond, you would 
not take a note either, I do not think. 

Mr. Kean. I definitely would, because I think that you always like 
to take a note for the protection of both the borrower and the lender 
in case the person should die, and there are all sorts of reasons why it 
is done. You might not charge interest. 

Mr. Watsn. You know as well as I do that nobody would be before 
this committee, I presume, if our foresight was as good as our hind- 
sight. We do a lot of very stupid things. I have on many many occa- 
sions, and I have kicked myself tremendously on occasions for having 
not created a perfect record, but I think that that is only human. 

Mr. Kean. I wanted to verify that there is no way that any record 
to prove those loans can be made? 

Mr. Watsn. There is none at all. 

Mr. Conen. If I had taken a note, as a matter of fact, I would have 
returned it to him when he had paid the loans, and so I mean actually 
there was no note, and I would be insulted if he wanted to give me a 
note, because we were very very close. 

I suggested to Mr. Giunta that if he went up to the accountant and 
took care of the last company, it was either Solo Frocks or Iris Frocks, 
the accountant there was David Burden & Co., put in by the banks, 
and of course it goes back a good number of years, but I am qiute 
certain that Mr. Burden would recollect that I had more than a pass- 
ing interest in my brother’s investment in that business, because I 
went over the financial statements with him on the way up town one 
night, and his offices are up at 1440 or 1450 Broadway. 

Mr. Kean. Before you loaned him the money you looked into the 
financial statement of the company, before you loaned him the money ? 

Mr. Conen. Oh, no, this was after the business was already going, 
and they were having a little difficulty getting piece goods from the 
Colonial Mills, I recall, and David Burden was put in there by the 
factories to watch the business, and the thing was getting a little 
shaky at the time, and I went over the figures with him. 

Chairman Kine. You understand, Mr. Walsh, that Mr. Cohen should 
make some efforts to clear up the certain phases of his testimony ¢ 

Mr. Watsu. I will be very happy to. 

Chairman Kine. Before I close, I want to compliment you, Mr. 
Walsh. We have had in the past some difficulties with able counsel 
before the committee, and I want to say that your conduct has been 
such that I felt that you were entitled to have it noted that you have 
acquainted yourself with the rules of the committee, and did not cause 
us to have to explain what they were and why we have them, for which 
I am quite glad. 

Mr. Watsn. I say that you have had very able counsel, and because 
I kept my mouth shut on occasions, is that the reason that you said the 
others were able, sir? 

Chairman Kine. No. 

Mr. Conen. That is the type of friend I have in my private life. 

Chairman Kine. Mr. Kleinman, will you come forward, please ? 

You are excused, Mr. Cohen. 











INTERNAL REVENUE INVESTIGATION 9705 


Mr. WausH. May I thank the committee for its courtesy ? 

Chairman Kine. Thank you. 

Will you be sworn, please? Do you solemnly swear the testimony 
you will give w ill be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Krermyman. I do. 

Chairman Kine. Be seated, Mr. Kleinman. 


TESTIMONY OF GEORGE KLEINMAN, AN INTERNAL REVENUE 
AGENT IN THE BROOKLYN OFFICE OF THE BUREAU OF INTER- 
NAL REVENUE, ACCOMPANIED BY HIS ATTORNEY, NATHAN 
MATH, NEW YORK CITY 


Mr. DeWinp. What is your full name, please / 

Mr. Kuernman. George Kleinman. 

Mr. DeWinp. How do you spell “Kleinman” ? 

Mr. Kieinman. K-|l-e-1-n-m-a-n. 

Mr. DeWinpb. What is vour residence address, Mr. Kleinman ? 

Mr. Kieinman. Seventeen Bedford Avenue, Rockville Centre, N. Y. 

Mr. DeWinp. Will you please identify your counsel, giving his 
name and business address? 

Mr. Kiernman. This is Mr. Nathan Math, 111 Broadway, New 
York City. 

Mr. Kean. I did not get where Mr. Kleinman lived. 

Mr. Kieinman. 17 Bedford Avenue, Rockville Centre, New York. 

Mr. DeWinp. Are you employed by the Bureau of Internal Reve- 
nue ¢ 

Mr. Kurinman. Not at present. 

Mr. DeWInp. When did you cease being employed by the Bureau 
of Internal Revenue / 

Mr. Kieinman. I resigned on November 14, of last year. 

Mr. DeWinp. On November 14 you resigned ¢ 

Mr. KueinmMan. That is right, sir. 

Mr. DeWIunp. Was that resignation accepted ¢ 

Mr. Kurinman. Well, I turned it in. 

Mr. DeWrnp. Well, in fact, were you not on the payroll of the 
Bureau of Internal Revenue until January 25, 1952? 

Mr. Kurinman. Well, I had annual leave coming to me, and that 
was the reason why I received money after I resigned. 

Mr. DeWinp. Was your status one of leave with pay until Janu- 
ary 1ldo2¢ 

Mr. KurinMan. My status or the Bureau’s status 

Mr. DeWinp. Your status. 

Mr. Kurinman. My status, I resigned. 

Mr. DeWinp. But your resignation was not accepted; is that cor- 
rect? You tendered your resignation and it was not accepted; is that 
correct ¢ 

Mr. Kirinman. Well, I tendered the resignation to my superior, 
and he accepted It. 

Mr. DeW inp. Mr. Chairman, may the record note here that the 
resignation was not accepted, and that the Bureau of Internal Revenue 
has informed us that Mr. Kleinman was on leave with pay until 
January 25, 1952, and since that time has been on leave without pay. 
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Chairman Kine. If there is no objection, that is so ordered. 

Mr. DeW inp. Mr. Kleinman, I believe you are familiar with the 
policy of the Bureau of Internal Revenue not to accept resignations 
while people are under investigation, are you not? 

Mr. Kuernman. I never resigned before, and I did not know that. 

Mr. DeWrnp. How long were you employed by the Bureau, Mr. 


Kleinman ? 

Mr. Kiermyman. Since 1935. 

Mr. DeWrnp. In what capacity were you employed? 

Mr. Kurrnman. As an internal revenue agent. 

Mr. DeWrnp. In what office? 

Mr. Kiernman. Well, I was in several offices, mostly in Brooklyn. 

Mr. DeWinp. What other offices did you serve in? 

Mr. Kirinman. Philadelphia, Brooklyn, and Los Angeles. 

Mr DeWrnp. How long had you been in the Brooklyn office prior 
to your proffered resignation ? 

Mr. Kurinman. Well, about 4 vears. 

Mr. DeWinp. All right, now, prior to November 14, 1951, Mr. Klein- 
man, did the Bureau of Internal Revenue deliver to you a financial 
statement and net worth statement and ask you to prepare and file it? 

Mr. Kurinman. They did, and they asked that to be submitted by 
December 1. 

Mr. DeWrnp. Did you submit that statement? 

Mr. Kiermnman. No, I did not. 

Mr. DeWtnp. Have you refused to submit that statement ? 

Mr. Kurinman. I felt that I was not obliged to submit that state- 
ment. 

Mr. DeWinp. Why did you feel it was not wise? 

Mr. Kuetnman. I said “I did not,” I did not say “not wise.” 
was not obliged. 

Mr. DeWinp. You felt you were not obliged to submit the state- 
ment ¢ 

Mr. Kier~man. That is right. 

Mr. DeWinpv. Did you inform the Bureau of Internal Revenue that 
you would not file a net worth and financial statement / 

Mr. Kuernman. I informed them that I did not believe that I was 
obliged to file a statement. 

Mr. DeWinp. Now, on November 8, 1952, Mr. Kleinman, did you 
receive, or I should strike that. On January 8, 1952, Mr. Kleinman, 
did you re eive a financial statement form from this subx ommiuttee ¢ 

Mr. KLEINMAN. Well. I received one trom this subeor imiuttee, but I 
do not remember the exact date. 

Mr. DeW rnp. Well, it was on January 8, 1952. 

Mr. Kurinman. If you say so, then that was the date. 

Mr. DeWinpv. And you were requested to fill out that statement; 
were you not‘ 

Mr. Kurinman. Well, I was asked to voluntarily submit it. 

Mr. DeWinpv. And have you submitted that statement? 

Mr. Kieinman. No, sir. 

Mr. DeWinv. Do you refuse to submit that statement to this sub- 


I felt I 


committee / 


(The witness conferred with his counsel} ) 
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Mr. Kiernan. I rely on my constitutional privilege not to answer 
that question. 

Mr. DeWrinp. Which constitutional privilege are you referring to, 
Mr. Kleinman? 

Mr. Kurinman. The fifth amendment to the Constitution. 

Mr. DeWrinp. Are you saying that to fill out the questions on that 
questionnaire and submit them to this si beommittee might tend to 
incriminate you ¢ 

Mr. Kiernman. I decline to answer that question on the same 
grounds. 

Mr. DeWrnp. Mr. Kleinman, I am giving you an opportunity to 

! o supply the information 


- J 


state the cround on which you are dechi 
to the committee. 

Mr. Kiernman. Well, I decline to say anything that might tend to 
incriminate me, 

Mr. DeWinp. Mr. Kleinman, what is your approximate net worth, 
that is, today what is the approximate amount by which your assets 
exceed your | abilities ? , 

Mr. KueinmMan. I decline on the same grounds. 

Mr. DeWrnp. As I understand, you decline to answer that on the 
grounds that the answer might tend to incriminate you? 

Mr. Kuemnman. That is correct. ; 

Mr. DeWrnp. Mr. Kleinman, have you ever received a bribe from 
any taxpayer with whom you conducted official business on behalf of 
the Bureau of Internal Revenue / 

Mr. Kuernman. I decline to answer on the same grounds. 

Mr. DeWinp. That is, vou decline to answer on the ground that the 
answer to that question ! eht tend to incriminate you ¢ 

Mr. Kuernman. That is correct. 

Mr. DeWtnp. You understand, of course, Mr. Kleinman, that your 
refusal to answer a question on that ground, while it may be justified 
under the Constitution, does not in any way prevent drawing con- 
clusions from your failure to answer ? 

Mr. KuernmMan. Anybody can draw any conclusions they desire. and 
I cannot stop them from doing that, but if that is a part of the Con 
stitution, I think we should uphold the Constitution, and if it does 
not. belo ha in the Constitution, why do we not amend the Constitution ? 

Mr. DeWrnp. You understand that in order to avail vourself prop 
erly of that constitutional privilege, you must reasonably believe that 
the answer to the question might tend to incriminate vou? 

Mr. Kuernman. I understand that. 

Mr. DeWIND. Do you believe that the answers to the questions that 
have been put to you, that you have refused to answer, might reason- 
ably tend to incriminate you / 

Mr. Kuernman. I decline to answer that question on the same 
grounds. 

Mr. DeWinp. Mr. Chairman, I request that you should direct the 
witness to answer the questions that have been put to him. 

Chairman Kine. Mr. Reporter, would you read the question? Read 
the questions that have heen put by counsel to Mr. Kleinman. 

Never mill d. Mr. Re } rter, | realize it w il] entatl some time to read 
all of those questior S 
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Mr. Kleinman, have you ever accepted a bribe or a gratuity of un- 
usual value from any taxpayer that you have been associated or have 
had duties with in the course of your employment as an employee of 
the Bureau of Internal Revenue? 

Mr. Kiernman. What was the beginning of that question ? 

Chairman Kring. Have you ever accepted a bribe or a gratuity of 
unusual value? 

Mr. Kuernman. I decline to answer that question on the same 
grounds. 

Chairman Kine. Mr. Kleinman, I hereby direct you to answer the 
question. 

Mr. Kuetnman. Well, I wish to be respectful to the chairman of 
this committee, but at the same time I do not wish to say anything 
that might tend to incriminate me in any way. 

Chairman Kine. What at the present time, Mr. Kleinman, is your 
approximate net worth ¢ 

Mr. Kueinman. | decline to answer that question on the same 
grounds as you have asked me before and I decline again. 

Chairman Kine. I hereby direct you to answer the question, Mr. 
Kleinman. 

Mr. Kiernman. I do not wish to be disrespectful to you, but as I 
said before, I do not wish to say anything that might tend to incrimi- 
nate me, 

Chairman Kine. Very well. 

Mr. DeWrnp. Mr. Kleinman, how old are you? 

Mr. Kiernman. I am 42 years of age. 

Mr. DeWrnp. What education have you had, Mr. Kleinman? 

Mr. Kiernman. I went to public schools, high school, and college. 

Mr. DeWinp. Where did you go to college ? 

Mr. Kiernman. City College, in New York City. 

Mr. DeWrnp. Were you graduated from City College with a de ? 

Mr. Kietnman. Not with a degree; I was pabrcare, det a diploma. 

Mr. DeWinpv. What was the diploma you received from City Col- 
lege / 

Mr. Kiernman. Accounting diploma. 

Mr. DeWtnp. Are you a certified public accountant? 

Mr. Kieinman. I am. 

Mr. DeWinp. When did you receive your certificate from the State 
of New York? 

Mr. Kurinman. I believe it was 1935, 

Mr. DeWinp. Have any proceedings been taken at any time by the 
State of New York in connection with the possible revocation of your 
certification as a certified public accountant ? 

Mr. Kirinman. There was never any necessity for that. 

Mr. DeWinp. Do you believe that there is still no necessity for 
that ¢ 

Mr. Kurmnman. I do, 

Mr. DeWinp. You do not believe that declining to answer questions 
regarding the conduct of your official duties on grounds of possible 
self-incrimination should justify the State of New York in withdraw- 
ing vour certification / 

Mr. Kurinman. May I read this short statement / 











INTERNAL REVENUE INVESTIGATION 2709 


Mr. DeWrnp. Is it responsive to the question, Mr. Kleinman ¢ 

Mr. Kueinman. No; I decline to answer that question again. 

Mr. DeWrnp. Have you any statement you wish to make to the com 
mittee; that is what I understand you are saying ¢ 

(The witness conferred with counsel. ) 

Mr. Kueinman. No: I do not. 

Mr. DeWinp. You say you have no statement you wish to make? 

Mr. KierinmMan. No. 

Mr. DeWrnp. I have no further questions, Mr. Chairman. 

Chairman Kina. You may be excused, Mr. Kleinman. 

Mr. Math, inasmuch as I have mentioned this morning compliment 
ing counsel here, I certainly cannot overlook you. 

Mr. Maru. Thank you, Mr. Chairman, and I hope by my silence I 
have served. 

Chairman King. The committee will recess for 10 minutes. 

(A brief recess was taken.) 

Chairman Kine. We will call Mr. Harper. 

Do you solemnly swear the testimony you will give will be the 
truth, the whole truth and nothing but the truth, so help you God 


Mr. Harper. I do, sir. 


TESTIMONY OF EUGENE W. HARPER, A SPECIAL AGENT OF THE 
INTELLIGENCE DIVISION OF THE BUREAU OF INTERNAL 
REVENUE 


Mr. DeWinpv. Mr. Harper, would you give your full name, please? 

Mr. Harrrr. Eugene W. Harper. 

Mr. DeWinp. Are you a special agent of the Intelligence Division, 
Mr. Harper? 

Mr. Harper. Yes, sir. 

Mr. DeWinpb. Where is your post of duty ¢ 

Mr. Harrver. In New York City, N. Y. 

Mr. DeWinp. Mr. Harper, in October of 1951, were you assigned 
to conduct on behalf of the Bureau of Internal Revenue joint investi- 
gations of certain personnel with this subcommittee ? 

Mr. Harper. I was assigned in October of 1951 to the net-worth 
statements submitted by an individual to the King subcommittee. 

Mr. DeWinp. Which individual was that ? 

Mr. Harver. Revenue Agent Robert W. Selden. 

Mr. DeWinp. S-e-]-d-e-n ? 

Mr. Harver. That is correct. 

Mr. DeWr1nv. Where was Mr. Selden employed in the Bureau / 

Mr. Hlarrer. He was employed as a revenue agent in the uppet 
New York division 

Mr. DeWinp. What is the name of that division, upper New York 
district / 

Mr. Hanrrer. Upper New York district, now. 

Mr. DeWtnp. As the basis or part of the basis for your investiga 
tion, Mr. Harper, did you have financial statements and net-worth 
statements submitted to this subcommittee by Mr. Selden ? 

Mr. Harrer. Yes, sir. 

Mr. DeWinp. Did vou have a financial statement, net-worth ques 
tionnaire submitted to the Bureau of Internal Revenue by Mr. Sel 
den ? 





£ 
' 
' 


— 
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Mr. Harper. Well, not at the beginning, sir, no. 

Mr. DeWrnp. Not at the beginning ¢ 

Mr. Harper. No. 

Mr. DeWInp. When did you obtain that net-worth statement 4 

Mr. Harver. Not until within the last month or so. 

Mr. DeWinv. What is the present status of Mr. Robert W. Selden 
as an employee of the Bureau of Internal Revenue ¢ 

Mr. Harrer. As of the close of business on February 11, 1952, Rev- 
enue Agent Robert Selden was suspended from duty without pay by 
the Commissioner of Internal Revenue. 

Mr. DeWinp. Have you tried to get in touch with Mr. Selden since 
that time ? 

Mr. Harrer. Yes, sir; Land other people. 

Mr. DeWinp. L beg pardon ? 

Mr. Harrver. Yes: I have. 

Mr. DeWinp. Did you try to find him for the pur 
subpena of the committee on him ¢ 

Mr. Harrer. Yes, sir. 

Mr. De WINp. “aay you able to find him ¢ 

Mr. Harrer. No, sir: I was not. 

Mr. . DeWinp. Have you been able to identify whether Mr. Selden 
deliberately evaded the service of that subpena? 

Mr. Harrer. Well, I personally could not make that statement. 

Mr. DeWinv. What efforts did you make to find Mr. Selden? 

Mr. Harver. I only made one particular effort where I was assigned 
to serve a sul pena on Mr. Selden, and I was told that he was not at 
home, and | W Lited several hours, and he cid hot upp ar, and there 
have been other attempts by other officers to serve Mr. Selden 

Mr. By WIND. Mr. Chairman, Tidak \ l sav at this point that nm mem- 
ber of the subcommittee staff has been advised that Mrs. Selden states 
that Mr. Selden is now in the hands of a psychiatrist, and that he has 
h id some form oi mental collapses or breakdown which makes it im- 
possible for him to testify. She has agreed that Mr. Selden will be 


ose of serving a 


produc ad fi r the purpose of receivin@ service of the committee 
subpet a. 


Chairman Kine. Very well. 


Mr. ay \\ IND. Now, did Mr. Nee! | lden continue as ah active emplovee 
of the Burean of Intern al Revenue until February 11. 1952 ¢ 

Mr. Harrer. No. sir: on February 4. 1952. he submitted a letter of 
resignation to the internal revenue oflicial in charge of the upper 
New York dis tl ct. effect ve as of that date, accompanied by a doctor's 


certificate. The resignation was not accepted by his employing officer. 
Mr. DreWinp Mi Chairman, I have here n photostatie copy of a 
handwritten note reading: 
Upper N. Y. Division, 
February 4, 1952 
I herewith tender my resignation as Internal Revenue Agent 
Signed) Roserr W. SelLpen 


\nd I will ask that it be made a part of the record. 

Chairman Kine. If there is no objection, that will be ordered. 

Mr. Kean. Did a doctor's certificate accompany it? 

Mr. Di Winp. Yes; it is a photostatic copy of a letter on Soe letter- 
head of A. Cohen, M. D., 522 West Seventy-eighth Street, New York, 
N. Y., and it is dated February 4, 1952, and reads as follows: 
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To Whom It May Concer 

This is to certify that Mr. Robert Selden is under my professional care for 
the treatment of a nervous condition 

He is not well enough to work and in my opinion, he should take an indefinite 
ve of absence from his office 

Sincerely 


ABRAHAM COHEN NI 1) 
I ask that this m t\ be made a part of the record, Mr. Chairman 
(Chairman KING. it is so ordered. 
Mr. DeWinp. From your investigation, Mr. Harper, can you say 


whether Mr. Selden, before the investigation that was commenced by 
this subcommittee, W ever the subject of a prior i] vestigatiol 


Mr. Harprr. Yes, 

Mr. DeWinp. When was that investigation ? 

Mr. Harvrr. Ile was originally investigated upon his application 
for appointment as a revenue agent, in 1935. He was again invest 
rated upon an oral compla nt, by il special agent who Wis @l caged inh 
a joint investigation with h m. to the effect that he was not paying 

t} ‘ att tion to hh official duties 

Mr. DeWinp. When was that investigation made? 

Mer. Harrver. The complaint was made in November of 1945. 


Mr. DeWinp. This was a charge that he was engaged in outside 


‘ ‘ 
t* ( 


act i t¢ wh le he Wis siened to official dut es ¢ 
Mr. HAarrer. Well, the complaint was that he was not attend “rto 
business, and presumably engaging in other activities. Just what 


they were, of course, the comp] inant did not know. 
Mr. DeWinp. What was the result of the investigation of that 
charge ¢ 
Mr. Harrver. The result of the investigation was that he had et 
no 


gaged n outside activity, in partnership with another individ 
. : i antiques, for a period of from Di 
cember 1945 until approximately May of 1946 
Mr. DeWinp. Was there anv action taken by the Bureau of Inte1 
al Revenue with respect to that outside acti ty 
1 a letter of repli mand from the Act ng 

Commissioner of Internal Revenue u February of 1948 for engaging 
Int s outside employment without the permission of the Comm 
oner of ] ternal Reve e. 
Mr. DeWinp. Now, in Mr. Selden’s financial statement that he filed 

} ms srbconimittee. w it was the O} o VW wed . 
oT 1 enidel oie 19) 

Mr. Harrer. The opening net worth was $23,727.73. 

Mr. DeWinp. What was Mr. Selden’s orginal net worth in the 
statement he filed in 1935 when he was first employed ¢ 

Mr. Harprer. In a statement of April 15. 1935. he shows assets ¢ 
$470.74. 

Mr. DeWrnp. So between 1935 and 1945 his net worth increased by 
an amount in excess of $23,000 4 

Mr. Harper. Yes, sir 

Mr. DeWinp. How did Mr. Selden explain the net worth as « 
December 31, 1945? 

Mr. Harrrr. Mr. Selden explained to me that he saved approx 
mately $1,000 a year and his mother, upon her death, gave him sev 
thousand dollars, and he could not be sper ific. 
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Mr. DeWinp. His mother had given him—— 

Mr. Harrver. Prior to her death, yes; several thousand dollars. 

Mr. DeWinp. Just immediately prior to her death ¢ 

Mr. Harrer. Just immediately prior to her death, and he originally 
had stated to the representative of the subcommittee that moneys from 
his mother were taken from a savings account that she had maintained. 

He further claimed that he received some wedding gifts in 1945 and 
1946 in an approximate amount of $2,500, and he also indicated in his 
first informal interview with me that he had approximately $4,000 
or $5,000 upon entrance into the Government service. This figure was 
later reduced to $2,500 by him. 

Mr. DeWinp. Now, his original statement filed with the Bureau 
when he came to work was that he had $470 ¢ 

Mr. Harrer. That is right. 

Mr. DeWtnp. Then he told vou in your first interview with him 
that he had $4,000 or $5,000 7 , 

Mr. Harrer. Yes, sir. 

Mr. DeWinpb. Then he later said that he had $2,500 ¢ 

Mr. Harper. That is right, sir. 

Mr. DeWinp. Now, what was Mr. Selden’s average salary for the 
period 1935 to 1945 ¢ 

Mr. Harper. I would say in the neighborhood of $3,000. 

Mr. DeWrnp. In the neighborhood of $3,000? 

Mr. Harper. Yes, sir. 

Mr. DeWtnp. So that his increase in net worth of $23,000 in the 10- 
year period in terms of a percentage of his total earnings would be 
$23,000 out of $30,000 ? 

Mr. Harrer. That is right. 

Mr. DeWinv. After payment of all living expenses and taxes and 
so forth? 

Mr. Harrer. That is right. 

Mr. DeWtnp. Did he have any explanation sufficient to explain 
that $23,000 ¢ 

Mr. Harrer. The fact that he had filed a net worth statement or a 
net worth statement was filed in his name in April of 1935 was not 
made known to him by me. Iam not sure even now whether he has 
signed a statement to that effect. It may be that the investigating 
agent requested that he submit information of his net worth, and that 
time he did submit these figures. 

Mr. DeWinp. That is, he clearly either made a written statement or 
told the special agent in 1935 that he had $470? 

Mr. Harver. That is right. 

Mr. DeWrnp. Well, now, did Mr. Selden explain a portion of his 
funds from alleged capital gains on sales of securities ? 

Mr. Harper. He also indicated that some of the source was capital 
gains that he had earned in 1943 and 1944, gains of approximately 
$5,000 in 1944, and approximately $1,000 in 1943. 

Mr. DeWinp. That is $6,000 of gains from those 2 years? 

Mr. Harrer. He claims to have made. 

Mr. DeWrnp. Does a check of the brokerage records support that 


statement ¢ 
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Mr. Harper. A check of the known brokerage statement reflects 
capital gains for 1943 and 1944 in the aggregate of about $2,000. 

Mr. DeWrnp. So he reported, or he stated to you that he had gains 
three times the amount of the gains as shown by the brokerage state- 
ments ¢ 

Mr. Harver. That is correct. 

Mr. DeWinp. Was part of his increase in net worth also explained 
through the receipt of wedding gifts during 1945? 

Mr. Harper. Yes, sir, I did mention that; yes, sir. 

Mr. DeWrnp. I am sorry. 

Now, did you ask Mr. Selden where he kept the money and funds 
that he had accumulated ? 

Mr. Harper. Yes, I asked him, and he mentioned that they were 
retained in bank accounts and he would not identify the bank accounts 
further. 

Mr. DeWrnp. He would not identify them ? 

Mr. Harper. The names of the bank accounts in which these al- 
leged funds were deposited. 

Mr. DeWrnp. Did he decline to identify the bank accounts? 

Mr. Harper. He said he could not remember. 

Mr. DeWrnp. He did not indicate how he was going to draw the 
money out if he had forgotten where the bank accounts were; did he? 

Mr. Harper. No, sir. 

Mr. DeWrnp. Well, now, did you find any evidence in your in- 
vestigation that Mr. Selden was concealing assets ? 

Mr. Harper. Well, the largest item on the net worth statement 
was “Other stocks and bonds at cost,” and my first verification was 
pointed at verifying this figure. In the course of the investigation 
I discovered that there was an account carried with Brand, Grumet & 
Tenser. 

Mr. DeWrnp. I did not get that name. 

Mr. Harper. B-r-a-n-d, Gr-u-m-e-t & T-e-n-s-e-r, in New York, an 
account carried in his name which was not indicated on the net worth 
statement submitted to the King committee. 

Mr. DeWrnp. On the statement he filed with the committee, he 
denied having any brokerage account ¢ 

Mr. Harper. He admitted three brokerage accounts, and an account 
with Sulzbacher Granger & Co., and Hersh & Co., and an account 
with Weingarten & Co. 

Mr. DeWinp. But he did not disclose this fourth account? 

Mr. Harper. That is right, sir. 

Mr. DeWrnp. Mr. Chairman, I have here a photostatic copy of a 
notice of change of address of Mr. Selden’s brokerage account with 
Josephthal & Co., dated October 23, 1951, in which he directed that 
the address on the account be changed from his own address to the 
address of an attorney, Mr. Sam Seitz, of 277 Broadway, New York 7, 
N. Y., and Lask that it be made part of the record. 

Mr. O’Brien (pres ding). Without objection, it is so ordered. 

(The material referred to is as follows:) 
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Mr. Harrver. In connection with Josephthal & Co., I have not men- 
tioned that before. That is a brokerage firm in New York that does 
the ledger work for another broker that I did mention, Brand, Grumet 
& Tenser. ‘That is the same acount. 

Mr. DeWrnp. That is the concealed account he did not reveal / 

Mr. Harrver. That is right. 

Mr. DeWinp. The date is October 23, 1951, which is just shortly 
after he filed his net work statement with the committee; is that right ? 


Mr. Harrer. That is right. 
Mr. DeWrnp. The net worth statement was filed on what date? 


Mr. Harver. October 19, 1951. 
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Mr. DeWinp. The date of filing of this notice—it is stamped Oc- 
tober 19, the very same day. It apparently took effect on October 23. 

Mr. Harper. I am informed from Josephthal & Co. apparently 
he called them on October 19, 1951, to change the address to which mail 
would be sent. They immediately sent the form to him which he dated 
October 23, 1951, indicating or confirming that his new permanent 
mailing address was care of Sam Seitz, 277 Broadway. 

Mr. DeWinp. Then the action was taken to change his address, and 
it was initiated on the day he filed the net worth statement ? 

Mrs. Harrer. That is correct. 

Mr. DeWinpv. Which did not disclose this particular account ¢ 

Mr. Harrver. That is correct. 

Mr. Kran. As I understand, he filed the net worth statement. and 
then the thing that he left out of the net worth statement—he had the 
address changed on the very same day; kept it in his name, but at 
another address, so that the mail would not go to his home / 

Mr. Harper. That is correct. 

Mr. DeWtnv. Did you find Mr. Selden had a safe deposit box ? 

Mr. Harpver. Yes. sir. 

Mr. DeWinp. Did he disclose the existence of that box in his net 
worth statement ¢ 

Mr. Harper. He disclosed the existence of a safe deposit box at the 
Federation Bank & Trust Co., Thirty-Fourth Street and Eight Av- 
enue. The existence of that box was verified. He failed to include in 
his net worth statement that he maintained a safety deposit box at the 
Manufacturers Safe Deposit Co., 1511 Third Avenue, New York. 

Mr. DeWinpb. In what name was that account maintained / 

Mr. Harrver. The safety deposit box was maintained in the name 
of Robert Sheldon. 

Mr. DeWIND. How were you able to locate the account if it was not 
in hisname/ I mean the safety deposit DOX. 

Mr. Harper. I had visited the bank in connection with a rather 
small account he also omitted from his net worth statement, and as a 


matter of course, I checked with the safe-deposit department of the 


bank. 

Chere was no card indicating the box in the name of Robert Selden. 
but this happened to be the next card. A view of this card indicated 
that it was the same individual or apparently the same individual. 

Mr. DeWinp. By changing the name from Selden to Sheldon he 


merely shifted the « ard to the next spot in the alphabetical index, al d 


you just came on it by chance? 

Mr. Harreer. That is right. 

Mr. Di WIND. Mr. ¢ hairman, I have here a photostatie copy of the 
Manufacturers Safe Deposit Co. identification ticket for box No. 2165 
approved and signed Robert Sheldon, February 4, 1952, at 10: 40 a. m., 
indicating the visit to the box on that date. Could this be made a 
part of the ret ord ¢ 

Mr. O'Brien. Without objection, it is so ordered. 

(The material referred to is as follows:) 
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Mr. DeWinp. There is also a photostatic copy of the signature card 
for box No. 2165, Manufacturers Safe Deposit Co. in the name of 
Robert Sheldon. 

May L ask that this be made part of the record ? 

Chairman Kine. If there is no objection, that will be the order. 

( The material referred to is as follows :) 






















































































a gts : Peg 


ba (St eg 


RP ng hes 


INTERNAL REVENUE INVESTIGATION 





2718 








INTERNAL REVENUE INVESTIGATION 2719 


Mr. DeWrnp. I have a photostatic copy of a list of visits made by 
the holder of this box to the box, taken from the records of the 
Manufacturers Trust Co., and I ask it be made part of the record. 

Chairman Kine. It is so ordered. 

(The material referred to is as follows :) 
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Mr. Harper. It is not a list of visits. It is payments made to the 
bank upon renewal of rentals. 

Mr. DeWinp. May the record be corrected to show it is a list of 
payments for the safe-deposit box? 

The Cuarrman. Without objection, that will be the order. 

Mr. Counsel, I am advised that there will be an important teller 
vote almost immediately. 

The committee will now adjourn until 10 o’clock. 

(Whereupon, at 2 p. m., the hearing was recessed, to reconvene at 
10 a. m., Friday, March 14, 1952.) 
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FRIDAY, MARCH 14, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
RevENUE LAws OF THE COMMITTEE ON Ways AND MEANS, 
Washinaton, D.C. 

The subcémmittee met at 10:15 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present: Representatives King, O’Brien, Keogh, Kean, Curtis, 
and Byrnes. 

Present also: Adrian W. DeWind. chief counsel to the subcom 
mittee 

Chairman Kine. The subcommittee will be in order. 

Mr. Harper, please. You have been previously sworn. Will vou 
be seated ? 


TESTIMONY OF EUGENE W. HARPER, A SPECIAL AGENT OF THE 
INTELLIGENCE DIVISION OF THE BUREAU OF INTERNAL REV- 
ENUE—Resumed 


Mr. DeWinv. Mr. Harper, at the close of yesterday’s session you 
had testified concerning the safe deposit box that Mr. Selden main- 
tained at the Manufacturers Trust Co. that he had failed to disclose in 
his net-worth statements and financial statements. Now, did you ask 
Mr. Selden to let you have access to that safe-deposit box at the Manu- 
facturers Trust Co. ? 

Mr. Harrer. Yes, sir. 

Mr. DeWrnp. Did Mr. Selden agree to that? 

Mr. Harper. Yes, sir. 

Mr. DeWinp. When did you make the request to Mr. Selden to let 
you into the box? 

Mr. Harper. He appeared for an interview on February 1, 1952, 
at which time he admitted ownership of this box. He agreed on that 
date to allow an inspection and inventory of the contents of the box 
on the next business day, February 4. 

Mr. DeWrnp. Did Mr. Selden concede that he had deliberately 
placed that box in a false name? 

Mr. Harrer. He conceded that he had rented the box under the 
name “Robert Sheldon.” 

Mr. DeWinp. That was on Friday, February 1? 

Mr. Harper. That is right, sir. 
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Mr. DeWtnp. And then did you see Mr. Selden on the following 
Monday ? 

Mr. Harrer. I personally did not see him. There was another 
agent accompanying me to the bank for this inspection, and this agent 
spoke to Mr. Selden, who informed him that he did not care to open 
the box in our company. 

Mr. DeWinvb. Which agent was this? 

Mr. Harrer. Special Agent Rosario Giunta. 

Mr. DeWrnp. Mr. Selden told Mr. Giunta that he would not open 
the box? 

Mr. Harver. That is correct. 

Mr. DeWinp. Did he state any reasons for his refusal to open the 
box ? 

Mr. Harper. He stated to Mr. Giunta that he would seek the advice 
of an attorney. 

Mr. DeW inp. That he would or that he had? 

Mr. Harrver. That he would. 

Mr. DeWrnp. Now, that was the day that Mr. Selden attempted 
to resign from the Bureau of Internal Revenue, is that right? 

Mr. Harper. That is right, sir. 

Mr. DeWrnp. So far you have not been able to obtain access to that 
safe-deposit box at the Manufacturers Trust Co. ? 

Mr. Harrer. No, sir. 

Mr. Byrnes. Do you know whether the box is still maintained there 
or whether it has been closed out ? 

Mr. Harrer. It was maintained up until several weeks ago. Mr. 
Selden made an appearance, as we left the bank, into the vault. 

Mr. Byrnes. Give me that again. 

Mr. Harrer. Mr. Selden made an appearance at the bank, at the 
vault, shortly after we left the bank, alone. 

Mr. Byrnes. I see, but you do not know what transpired there? 

Mr. Harrer. No, sir. 

Mr. Byrnes. But as far as your check with the bank is concerned, 
you have every reason to believe that that box is still maintained there 
under his name? 

Mr. Harrer. I did call the bank several weeks after February 1 
and they confirmed that it was still in his name. 

Mr. DeWrnp. Yesterday, Mr. Harper, you testified concerning a 
brokerage account with Josephthal & Co., that Mr. Selden failed to 
reveal in his financial statements. 

Mr. Harper. Yes, sir. 

Mr. DeWrnp. Have you identified—strike that, please. What ex- 
planation, if any, did Mr. Selden give for his failure to disclose that 
account ¢ 

Mr. Harper. Mr. Selden said he considered them more or less worth- 
less, and he termed them, the stocks in that account, “cats and dogs,” 
and he did not think they were worthy of mentioning on the net worth 
statement. 

Mr. DeWinp. Have you examined the transcript of the account 
yourself? 

Mr. Harrer. Yes, sir. 

Mr. DeWrnp. What does it reveal as to the cost of securities in the 
account, that is, Josephthal & Co.! 
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Mr. HARPER. The cost value of stocks as of December d1, 1946, was 
$5,800, and a credit to his name due from broker, of $2,400. 

Mr. DeWinp. So that as of this date, in 1946, there was approxi- 
mately a balance of $8,200 ¢ 

Mr. Harrer. Yes, sir; approximately. 

Mr. DeWunp. That is the account that Mr. Selden changed the 
address on, on the day he filed his net-worth statement ¢ 

Mr. Harper. Yes, sir. 

Mr. Byrnes. What is the value of that account today ? 

Mr. Harper. The account was closed out in 1950. 

Mr. Byrnes. In 1950? 

Mr. Harver. Yes, sir. 

Mr. Byrnes. What was the value of it then? 

Mr. Harrer. I beg your pardon? 

Mr. Byrnes. What was the value of the stocks held then? 

Mr. Harrer. Roughly, about $1,000. 

Mr. Byrnes. About $1,000 ¢ 

Mr. Harper. I can get the exact amount. I say roughly that—no; 
it was less than that. He had a balance on January 1950 of $98.15, 
considerably less than that. 

Mr. DeWinp. Mr. Harper, that account represented, whatever may 
have been the ultimate result of the trading, expenditures on the 
part of Mr. Selden of $8,200 at least ? 

Mr. Harper. Yes, sir. 

Mr. DeWrnp. Now, in Mr. Selden’s financial statements did he 
state that he carried no insurance on any personal property ¢ 

Mr. Harrver. In the financial statement I do not. believe it is par- 
ticularly asked, but I did ask him whether he carried any insurance on 
personal property. 

Mr. DeWinvp. What did he say to that? 

Mr. Harrer. He answered in the negative. 

Mr. DeWinpv. Was that a statement under oath ? 

Mr. Harper. Yes, sir. 

Mr. DeEWiNp. Now, did your investigation reveal that that state- 
ment was false ? 

Mr. Harrer. Yes, sir. 

Mr. DeWrnp. Could you explain what you found 4 

Mr. Harver. The invest igation disclosed that he carried polici son 
personal property, floater insurance, and would you care for valua 
tions at this point ? 

Mr. DeWHUINbD. What was the highest valuation on that floater policy 
in the period covered by your inquiry ¢ 

Mr. Harver. Approximately $23,000. 

Mr. DeWinp. Now, can you break down by categories the type of 
property that was insured for $23,000? 

Mr. Harver. There were fur pieces appraised for $3,800, I should 
say insured for $3,800; and jewelry insured for $1,200, and unsched- 
uled property insured for $8,000, and scheduled property insured for 
S10.700. 

Mr. DeWinp. What was the scheduled property insured for $10,- 
KOO ¢ 

Mr. Harrer. The scheduled property principally was the collec- 
tion of Chinese arts and paintings. 
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Mr. DeWrnp. So the bulk of this insured property consisted of 
jewelry, furs, and a Chinese art collection ¢ 

Mr. Harper. That is correct. 

Mr. DeWinp. Was any of that property revealed on his financial 
statements as owned by him? 

Mr. Harper. Well, he indicates his net worth as far as personal 
property is concerned on December 31, 1950, jewelry and furs at 
$1,100, and household furnishing at $4,500. 

Mr. DeWrnp. That is a total of what? 

Mr. Harper. $5,600. 

Mr. DeWinp. Mr. Chairman, I have here a photostatic copy of an 
insurance floater policy issued by the Atlantic Mutual Insurance Co., 
to Mr. Robert W. Selden, and I will ask it be made a part of the 
record. The policy is dated August 27, 1945. 

Chairman Kine. If there is no objection, that will be done. 

(The document referred to is as follows :) 
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Atlantic Mutual Insurance Compony ocr Moonen 
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Mr. Byrnes. Is that still in force and effect ? 

Mr. DeWinp. This policy was still in force and effect when you 
questioned Mr. Selden, was it 

Mr. Harper. The policy with Atlantic Mutual is a 3-year policy 
from August 1945 to August of 1948, and it was renewed, though, by 
a policy from August 1948 until 1951, August. 

Mr. DeWrnp. There is attached to the regular policy a copy of the 
renewal, and I will ask that that be made a part of the record, also. 

Chairman Krne. If there is no objection, that is ordered. 
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(The document referred to is as follows:) 
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Mr. Byrnes. That renewal brings it up to December 31, 1950? 

Mr. Harver. That is right. 

Mr. Byrnes. The date of his net worth statement ? 

Mr. Harrer. That is right. 

Mr. Byrnes. Were you ever able to see these items, these fur pieces, 
or this Chinese art collection ? 

Mr. Harper. No, sir. 

Mr. Byrnes. Did you ever make an effort to see them ? 

Mr. Harper. Well, I did visit his home in an attempt to serve him 
with a subpena, and he was not at home, and the party who opened 
the door would not allow me admittance. 

Mr. Byrnes. Did you ever ask him for permission to look at his 
art collection, for instance? 

Mr. Harrer. No; you see, sir, I had him for testimony on February 
l, and at that point T did not know he had anv insurance and I have 
not seen him since, and I have not been able to contact him since. 


91550—52 pt. 4 t 
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Mr. Byrnes. You have tried to contact him ? 

Mr. Harper. Oh, yes. 

Mr. Byrnes. He was never home, is that right ? 

Mr. Harrer. The party answering indicated that he was not at 
home. 

Mr. DeWinp. Mr. Harper, could you talk just a little louder or pull 
the microphones closer to you? 

Mr. Harper. Yes, sir. 

Mr. Byrnes. How many times did you try to get hold of him? 

Mr. Harper. I personally perhaps two or three times, and revenue 
agent two or three times. and other Government officials have at- 
tempted to contact him and were unable to do so. 

Mr. Byrnes. This is all since February 1 ¢ 

Mr. Harrer. That is right. Well, yes, it is since February 1. 

Mr. DeWinp. In that connection, Mr. Chairman, Mrs. Selden has 
ulvised the subcommittee that Mr. Selden will present himself for 
service of a subpena at 1 o’clock today in New York City. 

Now, Mr. Harper, you have mentioned the change of address that 
Mr. Selden effected on his stock brokerage account on the date he filed 
his net worth statement, which did not reveal the account. Were there 
iny other changes of address in connection with his property, the 
insurance, or any other documents / 

Mr. Harrer. There was a change of mailing address with the insur- 
ance broker. 

Mr. DeWtnp. Who was the broker? 

Mr. Harper. The broker was D. S. Friedman & Co., Maiden Lane, 
New York. 

Mr. DeWinp. When did Mr. Selden change the mailing address 
on the insurance policy ¢ 

Mr. Harrer. The insurance firm does not have documentary evi- 
dence of the change, but in verbal conversation they informed me that 
t was changed within the last vear. 

Mr. DeWinp. Within the last year? 

Mr. Harrer. Yes; that is all they would state. 

Mr. DeWtnp. What address did he change it to? 

Mr. Harrer. He changed it from his home address, 444 Central 
Park, West, to care of S. Seitz, 277 Broadway, New York City. 

Mr. DeWinpb. That was the same address that he changed the bro- 
cerage account to ¢ 


Mr. Harrer. That is correct. 
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( By later order of the subcommittee there is inserted in the record 
at this point a photostatic copy of the account of Robert Selden for 
the period from August 24, 1950, to November 30, 1950, which docu- 
ment is as follows:) 
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Mr. DeWinp. Now. M1 Harper, would you be able to tell what 


gnificance there night be to a change of mailing address by My 
Selden after he knew he was under inve tivation / 

Min H ARPER. | cay pre ine se mething, | could not know. 

Mr. DeWinv. In the course of an investigation of this kind. is there 


inv te lrique that would be appl ed that this nought be designed to 
ivoid ¢ 

Mr. Harrer. Yes, we do maintain a mail watch during the investi 
gation, for a period during the investigation. 

Mr. DeWinp. That is. vou establish observation on mail coming to 
the person under investigation ? 

Mr. Harver. That is right. sir. 
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Mr. DeWinp. So that the receipt of mail from this insurance com- 
pany, or from the stock-brokerage account, would have led to tracing 
the accounts he had concealed ¢ 

Mr. Harrer. That is right, sir. 

Mr. Byrnes. Who is this person that he had his mail sent to in 
care of ? 

Mr. Harrer. Seitz. He is an attorney, and the personal files of 
Mr. Selden indicate that he formerly was employed some fifteen-odd 
years ago with Mr. Seitz, so presumably he has known him for a good 
many years. 

Mr. Kean. Mr. Selden was employed by Mr. Seitz, is that right? 

Mr. Harrver. Prior to his Government service, yes, sir. 

Mr. Byrnes. Do you know what kind of a practice he has? Does 
he have a tax practice ¢ 

Mr. Harrer. I am not sure, sir. 

Mr. Byrnes. You made no check on that ? 

Mr. Harrer. No, sir. Mr. Seitz has been contacted by members of 
the subcommittee recently. 

Mr. DeWrnp. Now, in the course of your investigation, Mr. Harper, 
did you seek to establish any possible sources of cash that Mr. Selden 
might have? 

Mr. Harrer. Well, I asked him in the very early stages of the inves- 

tigation the source of his funds, where the money came from that led 

to a net worth of twenty-three-thousand-odd dollars, and he gave 
certain explanations. He indicated that he received several thousand 
dollars upon the death of his mother, which moneys were in a savings 
bank in Brooklyn, and a check with that savings institution did not 
verify his remarks. 

Mr. Kran. You say they could not verify it? 

Mr. Harver. The mother had an account, but it was not the date of 
her death, and the amounts were not the same as he had indicated. 

Mr. Kean. Were not the same as he indicated ¢ 

Mr. Harrer. It was considerably less, and 4 or 5 years previous to 
her death. 

Mr. Kean. How small was it? 

Mr. Harper. About $1,000. 

Mr. DeWrnp. Did you say that an account had been closed out sev- 
eral years before the mother’s death ? 

Mr. Harver. Yes, sir. 

Mr. Curtis. How much did Mr. Selden say it was supposed to be? 

Mr. Harrver. He had indicated several thousand dollars, and he 
would not be specific exactly, and he changed that later when I in- 
formed him the bank account did not bear out his remarks to a story 
that his mother gave him cash prior to her death in the amount of 
several thousand dollars. 

Mr. DeW inp. Did the account ever have several thousand dollars as 
a balance in it ¢ 

Mr. Harper. No, sir. 

Mr. DeWinp. And in any event the account was closed several years 
before her death and he said the gift had occurred shortly before her 
death ? 

Mr. Harper. That is right. 

Mr. DeWixpv. Now, were there any other—— 
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Mr. Harrver. The other sources were capital gains in 1943 and 1944 
in the amounts of about $6,000 aggregate. 

Mr. DeW inp. I think you testified yesterday that in fact those gains 
did not exceed $3,000. 

Mr. Harper. Did not exceed $3,000; that is right. 

Mr. DeWinp. Now, did you investigate any deposits of cash or 
checks that he had made in savings accounts or brokerage accounts ¢ 

Mr. Harprr. Yes. Shall I take up the bank first? There is a joint 
bank account maintained by Mr. and Mrs. Selden at the Bowery Sav- 
ings Bank in New York. This account was opened in 1945, and the 
deposits in 1945 were nominal, and in 1946 the deposits are approxi- 
mately $5,000, and Mr. Selden could not identify the source of these 
funds. They are principally check items. 

In 1947 there are deposits of ten-thousand-odd dollars, of which 
$5,800 have been identified, and Mr. Selden is unable to explain the re 
maining $4,500. They are also principally check items. 

Mr. DeWinv. What about brokerage accounts, Mr. Harper / 

Mr. Harrer. The records of the known brokerage accounts indicate 
in 1944 investments of approximately $8,000, of which 36,000 was in 
cash, and in 1945 investments totaling approximately $5,500, of which 
$4,400 is in cash, and in 1946 the total investments of $29,000, of which 
$12,400 are in cash. Mr. Selden could not satisfactorily explain the 
cash investments. 

Mr. Kean. Are the brokerage records Mr. Selden brought in actu- 
ally currency into these brokerage accounts ? 

Mr. Harper. That is right; yes, sir. 

Mr. Kean. In the sum of in 1 year $12,000? 

Mr. Harper. Yes, sir. 

Mr. Kean. Another year $4,000, and another year $6,000? 

Mr. Harper. Yes, sir. 

Mr. Kean. Actually in currency? 

Mr. Harper. Well, according to the ledgers of the brokerage firms. 

Mr. Curtis. Have you talked to him since you investigated those 
brokerage accounts ¢ 

Mr. Harper. Yes, sir. 

Mr. Curtis. What explanation does he give for that? 

Mr. Harrer. Well, he indicated that from 1935 to 1945 he was a 
bachelor, he was several years in Hawaii on a per diem status, and he 
was able to save approximately $1,000 a year, which would account 
for the $10,000, and again he reiterated the gift of his mother of 
several thousand dollars, and the capital gains in 1943 and 1944, and 
the redemption of war bonds, several thousand dollars. 

Mr. Curtis. How long had he been in the Revenue Service? 

Mr. Harper. Since 1935. 

Mr. Curtis. Did he give any explanation for all of these trans- 
actions in cash ‘rather than by check ? 

Mr. Harper. No: no satisfactory explanation; no. 

Mr. Curtis. And during his service since 1935 he was in a type of 
work in connection with our taxes that he should have known the 
importance of checks and books and other records, is that not true? 

Mr. Harper. I should think so; yes. 

Mr. Byrnes. Have you been able to set up a schedule showing the 
excess for each year of the amount of funds that he apparently had 
available in excess of his salary check? 
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Mr. Harrer. Well, we have an increase in net worth in the prin- 
cipal year, which is 1946, yes, of something over $10,000. There is 
an increase in net worth in 1946 of $13,500, roughly. 

Mr. DeWinp. Mr. Harper, Mr. Selden on his statement of assets 
and liabilities shows at the beginning of this period, that is, as of 
December 31, 1945, that he had $1,100 of cash, is that right? 

Mr. Harper. Yes, sir. 

Mr. DeWrnp. Now then, his possible sources of cash have been what ? 
That is his salary, and dividends and capital gains? 

Mr. Harrer. Yes, capital gains. 

Mr. DeWinp. And all of those sources have been checked, and they 
just do not explain where he was able to get as much cash as he had, 
is that right? 

Mr. Harper. That is right: dividends would not be particularly 
cash, and he kept the credits in his accounts. 

Mr. DeWrnp. As I see the figures you gave for 1945, 1944, and 1946, 
of cash and check deposits, they total about $41,600 for the 3 years. 

Mr. Harrrr. That is right. 

Mr. DeWrnp. And there is just no explanation offered by Mr. 
Selden that can possibly account for those large amounts of cash and 
checks ? 

Mr. Harver. Well, they were not satisfactory; no. 

Mr. DeWrnp. Well. most of the explanations, the explanation of 
the bank account that his mother had was shown to be false? 

Mr. Harrer. Yes. 

Mr. DeWinp. And the explanation of the capital gains was shown 
to be 100 percent inflated ? 

Mr. Harrer. That is right. 

Mr. DeWinp. Now, what about bank accounts? T think you tes 
tified. Mr. Selden, that he could not recall Ww here he had bank accounts, 
is that right? 

Mr. Harver. In questioning him as to where the moneys were kept 
for these investments, he merely said, “Banks,” and he could not 
identify the banks and where he allegedly kept this money. 

Mr. DeWrnp. Has your investigation shown that these cash de- 
posits in brokerage accounts cannot be traced to any known bank 
accounts / 

Mr. Harper. That is right. 

Mr. DeWinp. Now, what was the checking account that Mr. Selden 
cid disclose, and where was that maintained ? 

Mr. Harper. He maintained a checking account at the Federation 
Bank & Trust Co., at Thirty-fourth Street and Eighth Avenue, New 
York. 

Mr. DeWrwnp. On his statement of assets and liabilities, as of the 
end of each of the years from 1945 to 1950, he shows balances of $700 
at the end of 1945, and $2,200 at the end of 1946, and $1,400 at the 
end of 1947, and $1,700 at the end of 1948, and $1,500 at the end of 
1949, and $830 at the end of 1950. Did those check with the bank 
records ? 

Mr. Harrer. Well, they are substantially correct. He failed to 
include a checking account maintained by his wife at the Manufac- 
turers Trust Co., the balance in that account on December 31, 1949 
being $278. The others are substantially correct. 
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Mr. Kean. Could I ask a question there? On the amounts above 
the cash which was put into the brokerage accounts, were those checks 
that came out of his bank account? 

Mr. Harper. They have generally been identified. 

Mr. Kean. As coming out of the bank accounts ? 

Mr. Harrver. As drawn from bank accounts or from one broker to 
another, except perhaps several, maybe $2.000. 

Mr. DeWinp. Now, Mr. Harper, as another explanation that Mr. 
Seldon offered for a source of cash in 1946, did he not claim that he 
had obtained a loan from an attorney in New York named Mr. Car 
road in the amount of $3,000 ? 

Mr. Harper. Yes, sir. 

Mr. De WILnb. Was that loan verified, Mr. Harpe 4 

Mr. Harper. He submitted an affidavit from Mr. Carroad to the 
effect that Mr. Carroad loaned him $3,000 in cash which Mr. Carroad 
had secured from his wife from accumulated savings. The loan was 

ade in the early part of 1946, and repaid in the summer of 1947 

| here was ho documentary ey idence of the loan. and no note was out 
laims Mrs. Selden gave an LO U, whi 


} 


standing, and Mr. Carroad ¢« 
is later destroyed. 
Mr. DeWINpb. The loan transaction was col clu ted entire ly 
both ways, the loan of cash and the repayment of cash ¢ 
Mr. Harper. Yes, sir. 
Mr. KEAN. Could I ask oOhe nore quest on with refers nee to 
Can you tell me what brokerage firm it was that 


those 


brokerage accounts ¢ 
would accept $12,400 in cash from a man that was known to be a 
went of the Bureau of Internal Revenue without questioning the deal 
What was the name of the brokerage firm / 
Mr. Harrer. Well, in the first place, there were several brokers. 
Mr. KK AN. That $12.400 went to several brokers, not Ont to one? 
Mr. Harpt R. No, several, ana In} the second place thes were hot 
iware of the fact that he was an employes of the Internal Revenue 


Bureau. 

Mr. Kt LN, Well. | think most broke rage firms want to know what a 
person's job is. 

Mr. Harper. His occupation Was stated as an accountant. 

Mr. Kean. He stated he was an accountant ? 

Mr. Harper. That is right. 

Mr. Kean. Certainly, if they had known, and a large sum of cash 
was brought in, they certainly were on notice and should not have 
accepted the account. 

Mr. Harper. I do not know. 

Mr. Kean. What was the largest single sum that went into any 
brokerage account in cash ? 
Mr. Harper. The largest single sum was approximately $11,000. 

Mr. Kean. And what was the name of the brokerage firm ¢ 

Mr. Harper. Sulzbacher, Granger & Co. 

Mr. DeWrnp. Now, Mr. Harper, this explanation of how, for a 
period from 1946 to 1947, he had $3,000 which could not be explained 
from any other source would serve to explain part of his statement 
as to how he had acquired securities, would it not ? 

Mr. Harper. Oh, ves, sure. 








2750 INTERNAL REVENUE INVESTIGATION 


Mr. DeW inv. Mr. Chairman, there is a photostatic copy of the affi- 
davit of Kenneth Carroad, dated November 5, 1951, and could it be 
made a part of the record here ? 

Chairman Kine. If there is no objection, it will be so ordered. 

(The document referred to is as follows :) 


TO WHOM IT MAY CONCERN 


STATE OF New YORK, 
New York County, 838: 

The undersigned, being duly sworn, herewith deposes and states as follows: 

(a) That he has known Robert Selden for a great many years, and that 
Selden and deponent went to New York University in the Washington Square 
area at about the same time, in different college divisions, more than twenty 
years ago; 

(0) That about the end of January 1946 or early in February 1946 the said 
Robert Selden asked the deponent if he could arrange a loan of Three Thousand 
($3,000.00) Dollars and the deponent obtained the cash from deponent’s wife, 
who had accumulated several thousand dollars in cash in salary payments over 
a period of years. The said Robert Selden said he needed the money for about 
a year; the loan of $3,000 was repaid some time in the summer of 1947. 

(c) In the Spring of 1949 the said Robert Selden requested the deponent to 
lend him $500 and such loan was made; the deponent was asked to make another 
loan of $500 in the middle of 1950 and the deponent also made such loan. The 
outstanding debt of $1,000 was repaid by Robert Selden in cash in September 
1951. 

(ad) The original loan of $3,000 from the deponent’s wife was evidenced by 
an I. O. U. signed by Robert Selden and when the debt was repaid the I. O. U. 
was destroyed. It was in bearer form. The later loans made by deponent per- 
sonally in the total of $1,000 was evidenced by a written receipt for $1,000 given 
by Robert Selden to deponent when the second loan of $500 was made. 

(e) The deponent neither demanded nor received interest or any other consid- 
eration for making the loans, and the deponent’s wife neither demanded nor 
received interest or any other consideration for the loan she made thru the 
deponent to Robert Selden. The loans were an accommodation made as a matter 
of friendship. 

KENNETH CARROAD 

Sworn to before me this 5th day of November 1951. 

SHIRLEY WorTH, 
Notary Public, State of New York. 

Commission expires March 30, 1953. 

Mr. DeWinp. May we have inserted in the record at the point in 
Mr. Harper’s testimony where he referred to the account of D. S. 
Friedman & Co., the insurance brokers, a photostatic copy of the 
account of Robert Selden for the period from August 24, 1950, to 
November 30, 1951, which shows the change of address from 444 Cen- 
tral Park, to care of S. Seitz, 277 Broadway, New York City. 

Chairman Kine. There being no objection, that will be so ordered. 

(The document referred to appears at p. 2745.) 

Mr. DeWinp. Yesterday you testified from the period 1935 to 1945, 
Mr. Selden’s average salary had been about $3,000. 

Mr. Harrer. That is right. 

Mr. DeWinp. Could you specify what his salary, his Government 
salary was for the years 1944, 1945, and 1946? 

Mr. Harrer. Well, he was a grade—I would not know his exact 
salary. It is somewhere in the neighborhood of $3,000 to $4,000, 
I beg your pardon. The tax returns would indicate the salary. His 
gross salary in 1945 was $3,900, and in 1946 it was $3,800, and in 1947 
it was $4,400. 

Mr. DeWinp. Continue with the salary scale. 
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Mr. Harrer. In 1948 it was $4,500, and in 1949 it was $4,800, and 
in 1950 it was $5,100, 

Mr. DeWinpv. What was the 1944 salary, Mr. Harper? 

Mr. Harper. I did not mention the 1944, but I would say it is in 
the neighborhood of between $3,000 — $3,900, somewhere in there. 

Mr. DeWrxp. Somewhere between $3.000 and $3.900 ? 

Mr. Harper. That is right. 

Mr. DeWrnp. That is, the tax return for 1944 is not available ? 

Mr. Harper. I do not have the tax return for 1944, no. 

Mr. DeWrnp. Now, in a further effort to explain the cash avail- 
able for the purchase of securities in 1946, did Mr. Selden refer to 
a loan made by a Mr. Isidore Cohen ? 

Mr. Harper. Yes, sir. 

Mr. DeWinp. What were the circumstances that Mr. Selden said 
surrounded that loan / 

Mr. Harprr. Mr. Isidore Cohen, he claimed, loaned him $2,000 in 
cash in March of 1946, and the loan is still outstanding, and there is 
no evidence of the loan. Mr. Cohen is Mr. Selden’s father-in-law. 

Mr. DeWinp. Was that loan made in cash 7 

Mr. Harper. Yes, sir. 

Mr. DeWrnp. Mr. Chairman, I have a photostatic copy of an afli- 
davit of Isidore Cohen, dated November 3, 1951, which relates to 
this 1946 loan that Mr. Harper has mentioned, and could it be made 
a part of the record here ¢ 

Chairman Kine. If there is no objection, it will be so ordered. 

(The document referred to is as follows :) 

Isidore Cohen being duly sworn deposes and says: That in March 1946 he 
loaned his son-in-law Robert Selden the sum of Two Thousand Dollars, without 


interest, and that this amount is still due and unpaid 
(Signed). Isimpore COHEN 


Sworn to before me this 3 day of November, 1951. 
Istpornr SCHWARTZ, 


Notary Public. State of New Yori) 

Term expires March 380, 1953. 

Mr. DeWrnp. What records does Mr. Selden have, that is. bank a 
counts, bank statements, or check stubs, cancelled checks or what ¢ 

Mr. Harrrr. Mr. Selden presented the bank statements from the 
checking account maintained in the Federation Bank & Trust Co.. for 
the years 1946-50. He was unable to present the canceled checks. He 
also presented pass books from his savings accounts in the Bowery 
Savings Bank. 

Mr. DeWinp. Did he say at the beginning of the investigation that 
he did have records? 

Mr. Harper. He indicated to representatives of the subcommittee 
that he had either the checks or the check stubs of the checking ac- 
count maintained at the Federation Bank. : 

Mr. DeWinp. And later denied that he had them ? 

Mr. Harper. And he denied that he had them to me. 

Mr. DeWrnp. That denial was under oath ? 

Mr. Harper. Yes, sir. 

Mr. DeWrnp. Mr. Selden has testified that he now has no cash. has 
he? 

Mr. Harrver. He says now he has no cash. 
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Mr. DeWinp. Well, in the statement that he made before the sub- 
committee— 

Mr. Harper. Oh, yes, he indicated in that statement to the repre- 
sentatives of the subcommittee that he did not have cash in excess of 
$300 at the close of 1945. 

Mr. DeWinp. Now, did he also say in that initial statement that he 
had not borrowed any money since December 31, 19454 

Mr. Harrer. Yes, sir. 

Mr. DeWinp. So all of these affidavits he later presented in explana- 
tion of his source of cash were all denials of that earher statement 
that he had borrowed no money ¢ 

Mr. Harper. Yes, sir. 

Mr. DeWinp. After December 31, 1945? 

Mr. Harrver. Yes, sir. 

Mr. DeWinp. What net worth did he declare he had in that initial 
interview, approximate net worth ? 

Mr. Harver. He said an approximate net worth of $10,000. 

Mr. DeWrnpv. That was as of December 31, 1945? 

Mr. Harrver. That is right. 

Mr. DeWrnp. In fact, as I understand your testimony, it has been 
shown that he now claims to have had a net worth of some $23,000, 

Mr. Harrver. That is correct. 

Mr. DeWrnp. Mr. Harper, can you tell the committee of what assist- 
ance in making this investigation this financial statement and net 
worth statement that Mr. Selden gave at the beginning of the investi- 
gation was to you, and of what assistance to you was this financial state- 
ment; did it facilitate the investigation ? 

Mr. Harrer. Yes. 

Mr. DeWrinp. Would you consider that having financial statements 
of this kind regularly available for personnel investigations makes a 
material contribution to the effectiveness of the investigation ? 

Mr. Harper. Yes. 

Mr. Byrnes. You would be rather lost without it, would you not? 

Mr. Harper. Certainly, it is a help. 

Mr. DeWinp. With statements of this kind, your investigation being 
parallel, the sort of investigation you make of tax returns, you have 
a financial basis on which to conduct your investigation, and against 
which to check items / 

Mr. Harrver. That is right. 

Mr. DeWrnp. Particularly for inconsistencies and erroneous state- 
ments ¢ 

Mr. Harrer. That is right. 

Mr. DeWinxp. Would the availability of this sort of financial state- 
ment aid in the examination of taxpayer’s returns generally ? 

Mr. Harrer. Well, Iam not an authority on that particularly. Ido 
not examine taxpayer’s returns myself except in fraud cases, and of 
course it is a big help in fraud cases, but generally we do not receive 
them. 

Mr. DeWinv. Well, if in the examination of fraud cases you were 
able to have this sort of financial statement, it would be a very 
material assistance, would it not? 

Mr. Harrer. Very material. 

Mr. DeWrnp. I have no further questions, Mr. Chairman. 
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Chairman Kine. You may be excused, Mr. Harper. 

Mr. Curtis. May I inquire for the record, what is Mr. Selden’s 
status now, in the service / 

Mr. D1 WINpD. Mr. Selden has received no notice of dismissal vel 
from the service ¢ 

Mr. Harrer. No, sir. 

Mr. D: WIND. Have ch iryves been made against him ¢ 

Mr. Harrer. Yes, sit 

Mr. DeWinp. He has had letters of charges? 

Mr. Harper. Yes, sir. 

Mr. DeWtnp. He attempted to resign and his resignation was not 
i ‘epted ¢ 

Mr. Harper. That is right, and he has been suspended as of 
February 11. 

Mr. DeWinp. He has been suspended by the Bureau pending the 


investigation / 


Mr. Harrer. That is right. 

Mr. Curris. As of February 11, 1952 4 

Mr. Harrver. That is right, sir. 

Mr. Curtis. When did you complete your investigation ¢ 

Mr. Harpver. I have not completed it as vet, as a matter of fact. 

Mr. Curtis. When did you start? 

Mr. Harver. About November 1951. 

Mr. Curtis. May I inquire also for the record when the subpena was 
first issued against Mr. Selden ? 

Mr. DeWinp. Service of the subpena was attempted to be made on 
Mr. Selden Mr. Harper, you know the precise date on that. I think. 
It was on or about— 

Mr. Harrrr. I would say 10 days ago, perhaps. 

Mr. DeWrnp. Just at the end of February or the first day or two 
of March, Mr. Harper undertook to make service of the subpena, and 
he was unable to do so. 

Mr. Curtis. Now, one other question. In your investigation, was 
there any indication that Mr. Selden had been investigated by the 
Bureau of Internal Revenue or any part. thereof, prior to the activity 

f this committee / 

Mr. Harrrr. Yes. he had been investigated previously. by the 
Bureau 

Mr. Cx RTIS. You testified as tothat before | came in / 

Mr. Harrer. Yes, sir. 

Mr. Curtis. In what year was that / 

Mr. Harrer. Well, of course he was investigated upon his applica 
tion for appointment, and then in 1945 there was a complaint against 
him.and he was investigated at that time. 

Mr. Curtis. And he was cleared ? 

Mr. Harprer. He received a reprimand from the Commissioner. 

Mr. Byrnes. Does the record show what he was investigated for 
in 19457 

Mr. DeWiunp. It was an allegation of engaging in unauthorized 
outside activities. 

Mr. BYRNES. When were these charges filed, the recelt charges, and 
what was the date of those letters ? 

Mr. Harper. February 6 was the letter of charges. 
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Mr. DeWrnp. I think it was brought out in the testimony yesterday 
that this investigation was begun in October of 1951 at the request of 
the subcommittee when Mr. Harper was assigned to joint investigation 
by the Bureau. 

Chairman Kine. The committee wishes to thank you, Mr. Harper, 
for your cooperation and for the information you have given. 

We will call Mr. Vesce. 

You will be sworn, Mr. Vesce. 

Do you solemnly swear the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Vesce. I do. 


Chairman Kine. Be seated sir. 


TESTIMONY OF CHARLES VESCE, A DEPUTY ZONE COLLECTOR OF 
THE THIRD NEW YORK COLLECTION DISTRICT, BUREAU OF 
INTERNAL REVENUE, ACCOMPANIED BY HIS ATTORNEY, ROB- 
ERT MITCHELL, NEW YORK CITY, N. Y. 


Mr. DeWinv. What is your full name, please ? 

Mr. Vesce. Charles Vesce. 

Mr. DeWrnv. What is your residence address ? 

Mr. Vesce. 46 Watson Street, New York City. 

Mr. DeWrnp. Will you please identify your attorney ? 

Mr. Vesce. Mr. Robert Mitchell. 

Mr. DeWinp. Mr. Mitchell, could you give the reporter your 
business address ? 

Mr. Mrreney. 51 Chambers Street, New York. 

Mr. DeWinv. When were you first employed by the Bureau of 
Internal Revenue / 

Mr. Vesce. In 1936; in February. 

Mr. DeWinp. In what capacity were vou first employed ? 

Mr. Vesce. As deputy collector. 

Mr. DeWrypb. What has been your post of duty ? 

Mr. Vesce. Third district. 

Mr. DeWrnp. Have you been there during all of the period of em- 
yloyment in the Bureau? You were assigned to duty in the third New 
vork collection district ? 

Mr. Vesce. Yes, sir. 

Mr. DeWinp. And you have at all times been a zone deputy col- 
lector ¢ 

Mr. Vesce. That is right. 

Mr. DeWinpv. What was your starting salary grade? 

Mr. Vescr. I started there as a temporary deputy, for about 414 
months, at $1,260 a year. 

Mr. DeWinv. What was your final salary; what is your present 
salary scale ? 

Mr. Vesce. $5,185. 

Mr. DeWrnxp. At present, are you suspended as an employee of 
the Bureau ? 

Mr. Vescr. No, sir. I resigned in February. 

Mr. DeWinp. Was that resignation accepted, or were you sus- 
pended ? 
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Mr. Vesce. No; it was accepted. 

Mr. Kean. It was accepted, did he say ? 

You say it was accepted ? 

Mr. Vesce. I believe it was. I received my lump-sum settlement 
check at that time. 

Mr. DeWinp. When did you tender that resignation, Mr. Vesce? 

Mr. Vesce. February 13 

Mr. DeWtinp. That is 1952? 

Mr. Vesce. That is correct. 

Mr. DeWixp. How v: are you, please / 

Mr. Vesce. I will be 

Mr. DeWinp. Mr. Vesce, did you on or about December 3, 1951, file 
with the Bureau of Internal Revenue a financial statement on the Em 

ployee F orm 1: 361? 

Mr. Vesce. Yes, I did. 

Mr. DeWinpv. Were all of the statements you made in that finan 
cial statement true and correct ¢ 

(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer that on the ground it may tend to 
incriminate or degrade me. 

Mr. DeWinp. Mr. Reporter, would you repeat the answer? 

Mr. Curtis. Will you read the question? I cannot hear what is 
going on. 

(‘I he record was read by the reporter as requested. ) 

Mr. DeWinp. Now, Mr. Vesce, on that statement you said that as 
of October 31, 1951, you had cash in bank of $620.95; and was that 
correct ¢ 

Mr. Vesce. I refuse to answer that on the ground it may tend to 
incriminate or degrade me. 

Mr. DeWinp. On that statement, Mr. Vesce, you showed cash any- 
where else on hand, $80.“ Was that a correct answer? ° 

Mr. Vesce. I refuse to answer that on the ground it may tend to 
incriminate or degrade me. 

Mr. Byrnes. Do you know which it does? It might incriminate 
you or might degrade you, one or the other. 

(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer that question on the same grounds. 

Mr. Kean. What is that ? 

Mr. Byrnes. He refused to answer on the same grounds. 

Do I understand that some of these refusals are based not on the 
grounds the answer might possibly incriminate you, but on the grounds 
that they might possibly degrade you ¢ 

(The witness confer red with his attorney.) 

Mr. Vesce. I can’t break down the answer of the claim of privilege. 

Mr. Byrnes. I did not hear that. 

Mr. Vesce. I can’t break down the answer in claiming my privi- 
ieges. 

Mr. Curris. Did you have knowledge that any of the answers you 
gave, or did you have knowledge at the time that you made your 
financial report on the form refer rred to by our counsel. that some of 
the answers were incorrect ? 

(The witness conferred with his attorney.) 

= Vesce. | refuse to answer that on the same grounds, that it may 
tend to incrimmnate or devr: ade me, 
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Mr. DeWinpv. Mr. Vesce, are you intending to assert your consti- 
tutional privilege under the fifth amendment to the United States 
Constitution ? 

Mr. Vesce. Yes, sir. 

Chairman Kine. Mr. Vesce, your salary for the year ending the 31st 
of December 1949 was $4,128; is that correct ? 

Mr. Vesce. I believe so; yes, sir. 

Chairman Kine. That is substantially correct ? 

Mr. Vesce. Yes. 

Chairman Kine. Your income from outside business or employment 
was stated at that time: is that correct? 

(The witness conferred with his attorney. ) 

Mr. Vesce. I refuse to answer that on the ground it may tend to 
incriminate or degrade me. 

Mr. Curtis. I would like to ask you, what property did you have, if 
any, that was not disclosed on that statement referred to earlier by 
counsel ¢ 

Mr. Vescr. I refuse to answer that on the ground it may tend to 
incriminate or degrade me. 

Chairman Kine. Mr. Vesce, have you ever accepted a bribe or any 
gratuity of unusual value since being employed in the Bureau of 
Internal Revenue ’ 

Mr. Vesce. I refuse to answer on the ground it may tend to in- 
criminate or degrade me. 

Mr. DeWrnp. Mr. Vesce. this committee has been informed by the 
Bureau of Internal Revenue that your resignation which was offered 
on February 13, 1952, has not been accepted, and that you have heen 
suspended. 

(The witness conferred with his attorney.) 

Mr. Vescr. I received a lump-sum settlement check from the Gov 
ernment, telling me it was my final pay check. 

Mr. DeWixv. When did you receive that check, Mr. Vesce / 

(The witness conferred W ith his attorney, ) 

Mr. Vescr. It was Wednesday of this week. 

Mr. Dt WIND. What was the amount of the che k, either exactly or 
upproximately ¢ 

Mr. Vescr. About $1,300. 

Mr. DeWtxp. Do you know what that represented ? 

Mr. Vescr. My annual leave, accumulated annual leave. 

Mr. DeWrxp. Have you received any notice or statement from the 
Bureau of Internal Revenue that you have been removed / 

Mr. Vescr. No, sir. 

Mr. DeWinp. Did you receive any letter of charges? 

Mr. Vescr. No, sir. 

Mr. DeWinpv. Did you receive any notice that your resignation had 
been accepted i ' 

Mr. Vescr. I received an official form from the Government stating 
my annual leave due, and it was paid by the check they sent me. 

Mr. DeWinp. Mr. Vesce, what education have you had, what formal 
education ? 

Mr. Vescr. Up to 3 years high school. 

Mr. DeWtnxp. Three vears of high school / 

Mr. Vescr. That is right. 
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Mr. DeWtnp. Are you an accountant ‘ 

Mr. Vescr. No, sir. 

Mr. DeWinn. What were your duties as a zone deputy collector for 
the Bureau of Internal Revenue / 

Mr. Vesce. The handling of warrants, and the collection of wa 
rants. 

Mr. DeWiInvb. Income-tax warrants, or all warrants / 

Mr. Vesce. All warrants. 

Mr. DeWinvd. What ypes of taxes in addition to income taxes did 
vou handle ¢ 
' Mr. Vesce. Social-security and withholding taxes. 

Mr. DeW1npb. These warrants are warrants for assessed and w 
paid taxes; 1S that correct / 

Mr. Vesce. That is right, sir. 

Mr. DeWinp. What do you do with a warrant for an assessed and 
unpaid tax ¢ 

Mr. Vesce. Contact the taxpaver and try to make collection 

Mr. Currts. Have you been in that work all of the time since vo 
have been in the employ of the Bureau é 

Mr. Vesce. No, sir. 

Mr. Curtis. What did you do prior to that ¢ 

Mr. Vescr. Worked on the miscellaneous investigations. 

Mr. Curtis. In that capacity, did you contact taxpayers / 

Mr. Vesce. Yes, sir. 

Mr. Curtis. How long were you at that work ¢ 

Mr. VeEsce. I don't know \pproximately Z years. That was 
addition to the warrants. 

Mr. Curtis. What years? 

Mr. Vesce. During 1948 and 1949. 

Mr. Curtis. What duties were you assigned before that / 

Vr. Vesce. I was in the spe inl Investigating Unit. 

Mr. Curtis. How long? 

Mr. Vesce. I think about 3! » Vears. 


Mr. Curtis. And what would you investigate as a special invest 


vator ¢ 
Mii V ESCE. Informers letters. 
Mr. Curtrts. Informers’ letters? 


Mr. Vesce. That is right, sir. 

Mr. Curris. In other words, it was fraud cases? 

Mr. Vescr. Well, not all of them. Letters that were received by 
the Bureau, or the collector's office, from people who were informing 
on other people, that they didn’t pay their proper taxes. 

Mr. Curtis. You worked at that about 3 years ¢ 

Mr. Vescr. About 3! » Vears. 

Mr. Curtis. And what years would that be? 

Mr. Vesce. The beginning of 1944 to sometime in 1947. 

Mr. Curtis. What did you do before that ¢ 

Mr. Vescr. I worked on warrants. 

Mr. Curtis. You worked on warrants? 

Mr. Vescer. Yes, sir. 

Mr. Curris. Just what did you do? 

Mr. Vesce. For the collection of warrants: taxes on warrants. 








2758 INTERNAL REVENUE INVESTIGATION 

Mr. Curtis. In other words, you engaged in going out and collecting 
taxes ¢ 

Mr. Vescer. Taxes assessed on warrants; that is right. 

Mr. Curtis. And about how long a period were you in that work? 

Mr. Vesce. I think that was about a year. 

Mr. Curtis. Now, during all of this time, did you ever handle a tax 
matter in an irregular or wrongful manner, to the prejudice or loss 
of the United States Government ? 

(The witness conferred with his attorney. ) 

Mr. Vesce. | refuse to answer on the ground it may tend to inerimi- 
nate or degrade me. 

Mr. Curtis. During that time, do you know of any other employee 
of the Government who handled a tax matter in an irregular or wrong- 
ful manner, to the prejudice or loss of the United States Government ? 

(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer that on the ground it may tend 
to incriminate or degrade me. 

Mr. Curtts. Now, I will ask the question a little differently: Dur- 
ing your service as an employee of the Bureau of Internal Revenue, 
dlo you know of any actions on the part of any other employee wherein 
he handled a tax matter irregularly or wrongfully, to the prejudice 
of the United States Government and to its possible loss, in which 
you were not personally involved ? 

(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer that on the ground it may tend to 
incriminate or degrade me. 

Mr. Curtis. Well, if it does not personally involve you, why do 
you assert the claim that it might tend to incriminate you ? 

(The witness conferred with his attorney.) 

Mr. Vesce. Because if I knew of such a thing, it would be my duty 
to report it to my superiors. 

Mr. Curtis. Do you know of such a thing? 

Mr. Vesce. I refuse to answer that on the ground it may tend to 
incriminate or degrade me. 

Mr. DeWrnp. Mr. Vesce, did you file a Federal income-tax return 
for the calendar year 1944? 

Mr. Vescr. I did. 

Mr. DeWrnp. Was the income reported by you on that return true 
and correct / 

(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer that on the ground it may tend to 
incriminate or degrade me. 

Mr. DeWrnp. I specifically direct your attention, Mr. Vesce, to 
the fact that the statute of limitations with respect to any criminal 
prosecution with regard to the calendar year 1944 has run, and I re- 
peat the question: Was the income shown on that return true and 

correct ¢ 

Mr. Vesce. I still respectfully claim my privilege, and I refuse 
to answer on the ground it may tend to incriminate or degrade me. 

Mr. DeWrnp. Now, did you file a New York State income-tax return 
for the calendar year 1944? 

(The witness conferred with his attorney.) 
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Mr. Vesce. If my salary was sufficient to require me to file, I would 
have filed one. 

Mr. DeWinp. Mr. Reporter, could you repeat that answer, please ? 

(The answer was read by the reporter.) 

Mr. DeWrnp. You have no recollection at this moment of having 
filed such a return? 

Mr. VESCE. No. I haven’t. 

Mr. DeWinp. Can you not recall whether, for all years, you filed 
New York State income-tax returns / 

Mr. Vesce. For all of the years I was required, I did file. 

Mr. DeWinpb. Now, for any year prior to the calendar year 1945, 
did you ever file a willfully false New York State income-tax poems 

(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer that on the ground it may tend to 
neriminate or degrade me. 

Mr. DeW inp. Mr. Vesce, just in what manner might the answer to 
hat question tend to degr: ade you? 

(The witness conferred with his attorney. ) 

Mr. Vesce. Having claimed the privilege of degrading, I feel I don’t 
have to go into an explanation. 

Mr. DeWrnp. I beg your pardon, could you repeat that answer, 
please, Mr. Reporter ¢ 

(The answer was read by the reporter.) 

Mr. DeWrnp. Mr. Vesce, I direct your attention to section 193 ot 
title 2 of the United States Code, which reads as follows: 

No witness is privileged to refuse to testify to any fact or to produce any pape: 
respecting which he shall be examined by either House of Congress or by any 
joint committee established by a joint or concurrent resolution of the two Houses 
if Congress, or by any committee of either House, upon the ground that his 
testimony to such fact or his production of such paper may tend to disgrace hit 
r otherwise render him infamous 

I now ask you again in what manner might the answer to the pre- 
vious question with respect to New York State income-tax returns tend 
to degrade you ¢ 

Mr. Vesce. Will the stenographer read back the statement of the 
law ¢ 

(A book was handed by Mr. DeWind to the witness’ attorney, Mr. 
Mitchell.) 

(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer on the ground it m: Ly incriminate me. 

Chairman Krxe. Mr. Vesce, have you, prior to the year 1945, ever 
filed a willfully false income-tax return to the State of New York? 

(The witness conferred with his attorney.) 

Mr. Vescr. I refuse to answer that on the ground it may tend to 
ncriminate or degrade me. 

Mr. DeWinp. Could you repeat the answer, Mr. Reporter? 

(The answer was read by the reporter.) 

Chairman Kine. In what manner would the answer to that question 
tend to degrade you ¢ 

(The witness conferred with his attorney. ) 

Mr. Vesce. Having claimed the privilege, I feel I am not required 
to explain it. 

Chairman Kine. Are you basing your refusal to answer upon the 
ground that it might incriminate or degrade you? 
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(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer that question on the ground it may 
tend to incriminate or degrade me. 

Mr. DeWrnp. Mr. Vesce, I direct your attention specifically to the 
fact that the question related to the filing of a return with the State 
of New York, and not with the Federal Government; and in the light 
of that, I request, Mr. Chairman, that you repeat the question. 

Chairman Krne. Mr. Reporter, would you read back the question, 
please ? 

(The question referred to was read by the reporter. ) 

(The witness conferred with his attorney.) 

Chairman Krne. I might add, Mr. Vesce: Which one of the bases, 
degrading you or incriminating you, forms the basis for your refusal] 
to answer? 

(The aa conferred with his attorney.) 

Mr. Vesce. I refuse to answer that question on the ground that | 
have already claimed privilege on it. 

Mr. DeWrnp. I have no more questions, Mr. Chairman. 

Chairman Krne. Are there any further questions ? 

Mr. Byrnes. In these cases where you have answered questions by 
stating that you refuse to answer on the ground it would tend to 
incriminate or degrade you, are you asserting that it would do both, 
or that it might do one or the other? 

(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer that question on the ground that it 
nay tend to on riminate or degrade me. 

Mr. Byrnes. That is all. 

Mr. DeWrnp. Mr. Chairman, may I ask another question or so? 

Mr. Vesce, have you for any year prior to the calendar year 1945 
filed a Federal income-tax return which was willfully false ? 

(The witness conferred with his attorney.) 

Mr. Vesce. I refuse to answer that on the ground it may tend to 
incriminate or degrade me. 

Mr. DeWtnp. Did you say “to incriminate and degrade me 

Mr. Vesce. To incriminate or degrade me. 

Mr. DeWrnp. I ask you whether you are basing your refusal on the 
grounds of possible self-incrimination, or that your answer might tend 
to degrade you? 

(The witness conferred with his attorney.) 

Mr. Vesce. I claim my privilege under the form provided, of the 
fifth amendment to the Constitution. 

Mr. DeWrnp. Mr. Vesce, specifically what is the privilege that you 
are claiming ? 

(The witness conferred with his attorney.) 

Mr. Vesce. The privilege against self-incrimination or degrading. 

Mr. DeWrnp. Mr. Vesce, I read to you from the fifth amendment to 
the United States Constitution : 

No person shall be held to answer for a capital or otherwise infamous crime 
unless on a presentment or indictment of a grand jury, except in cases arising 
in the land or naval forces or in the militia when in active service in time of war, 
or public danger, nor shall any person be subject for the same offense to be 
twice put in jeopardy of life or limb, nor shall be compelled in any criminal! 
case to be a witness against himself, nor be deprived of life, liberty, or property 
without due process of law, nor shall private property be taken for public use 
without just compensation. 


"9 
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Now, just what privilege under that amendment are you claiming, 
Mr. Vesce? 

(The witness conferred with his attorney.) 

Mr. Vescre. The privilege against self-incrimination 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. You may be excused, Mr. Vesce. 

( Witness excused, ) 

Chairman Kine. The committee will recess for 5 minutes. 

{Short recess. ) 

Chairman Kine. The subcommittee will be in order. 

Mr. Hofrichter, please. Is Mr. Hofrichter present ‘ 

Will you be sworn, Mr. Hofrichter, please ¢ 

Do you solemnly swear the testimony you will give will be the truth, 
the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Horricurer. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF PAUL HOFRICHTER, A CONTROL CLERK OF THE 
BUREAU OF INTERNAL REVENUE, ACCOMPANIED BY HIS AT- 
TORNEYS, WASHINGTON IRVING LEVY AND A. S. CULTER, NEW 
YORK CITY, N. Y. 


Mr. DeWinp. What is your full name, please ? 

Mr. Horricurer. Paul Hofrichter; H-o-f-r-i-c-h-t-e-r. 

Mr. DeWinv. What is your address, Mr. Hofrichter ¢ 

Mr. Horricutrer. 92 East Forty-sixth Street, Brooklyn. 

Mr. DeWrnp. | beg your pardon ¢ 

Mr. Horricurer. 2 East Forty sixth Street, srooklyn, | a 

Mr. Di WIND. How long have Vou been employed by the Bureau of 
Internal Revenue ¢ 

Mr. Horricurer. ‘Twenty-five vears. 

Mr. DeWinpo. What is your present position with the Bureau ¢ 

Mr. Horricutrer. Clerk, control clerk. 

Mr. DeWtinp. Could you either put the microphone closer to you 
or sit closer to it, and speak a little louder ? ; 

Mr. Horricurer. I am under suspension now. 

Mr. DeWinv. Prior to your suspension, what was your position? 

Mr. Horricutrer. Control clerk. 

Mr. DeWinv. On what date were you suspended / 

Mr. Horricurer. I think January 24. 

Mr. DeWinp. lam sorry, Mr. Hofrichter: if you could speak a little 
louder. 

Mr. Horricurer. January 24. 

Mr. DeWinp. Of this year ? 

Mr. Horricurer. Of 1952: that is right. 

Mr. DeWinv. Have you received a letter of charges against you 
from the Bureau of Internal Revenue ? : 

Mr. Horricutrer. Yes, sir; I have. 

Mr. DeWinpv. You have known, of course, that you have been under 
investigation for some time, have you not? , 

Mr. Horricurer. That is right. 

Mr. DeWinp. Would you please identify the counsel who are with 
vou ¢ 
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Mr. Horricurer. Mr. Levy, and Mr. Cutler; Mr. Levy on the right. 

Mr. DeWinv. Mr. Levy, would you give your full name and busi- 
ness address ? 

Mr. Levy. Washington Irving Levy, 90 Broad Street, New York. 

Mr. Curter. A. S. Cutler; the same address. 

Mr. Levy. The same office, that is. 

Mr. DeWrnpv. Mr. Hofrichter, in the course of the investigation 
you have been questioned a number of times, have you not ? 

Mr. Horricurer. Yes, sir. 

Mr. DeWinp. And you have on a number of occasions, both in 
writing and orally, given wilfully and deliberately false answers, 
have you not ? 

Mr. Horricurer. I don’t know what you mean, “false.” 

Mr. DeWinp. You have given erroneous answers to a number of 
questions, both orally and in writing, knowing them to be erroneous 
answers when you gave them, have you not? 

( The witness conferred with his counsel.) 

Mr. Horricwrer. In some instances, I made inadvertent answers 
which I have since tried to correct. 

Mr. DeW inp. Mr. Reporter, could you repeat the answer? 

(The answer was read by the reporter.) 

Mr. DeWinp. As a matter of fact, Mr. Hofrichter, the erroneous 
answers you gave you knew to be erroneous when you gave them, did 
you not‘ 

(The witness conferred with his counsel.) 

Mr. Horricurer. I was negligent in making these answers. 

Mr. DeWinv. Well, apart from negligence, you in fact knew them 
to be false when you gave them, did you not? 

Mr. Horricurer. I wouldn’t say “false’—— 

Mr. DeWrnp. You knew them to be wrong and erroneous? 

Mr. Horriciurer. To the best of my knowledge. 

Mr. DeWinv. Now, sir, I am asking you whether you did not give 
answers which were false and which you knew to be false? 

(The witness conferred with his counsel.) 

Mr. Horricurer. At the time, I didn’t think they were false; but 
later on I changed, I discovered they were false. 

Mr. DeWinp. Are you saying here that you gave no answers to 
questions, either orally or in writing, that you knew to be false when 
you gave them ¢ 

Mr. Horricurer. I wouldn't say they were false, to the best of my 
knowledge. 

Mr. DeWinpv. They were in fact false; you did give false answers, 
that is clear? 

(Whereupon the witness conferred with his counsel.) 

Mr. Horricurer. It turned out that some of them were. 

Mr. DeWinv. Now, as to all or some of those answers that were 
false, you knew them to be false, did you not, when you gave them ? 

Mr. Horricurer. I wouldn’t say “false;” just to the best of my 
knowledge. 

Mr. DeWrnp. I am asking you whether you did not in fact know 
they were false when you gave them ? 

Mr. Horricurer. I don’t think so; no, sir. 

Mr. DeWrnp. You deny that? 

Mr. Horricurer. That is right. 
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Mr. DeW inp. Now, on a financial statement of assets and liabilities 
and expenditures which you filed with this committee, dated October 
9%, 1951, you gave your address as 2662 Ocean Avenue, Brooklyn, 
N. Y., did you not? 

Mr. Horricurer. That is correct. 

Mr. DeWinp. Was that your proper address ? 

Mr. Horricuter. That was my address from 1945 to 1950, inclusive. 
That is the period of the questionnaire handed me by the King Com 
mittee. I couldn’t put a different address if it called for that. 

Mr. DeWrnp. I beg your pardon / 

Mr. Horricnrer. I had to put my address where I lived for those 
years. 

, Mr. Dy WIND. You weren't asked to give your address for each of 
the years; you were asked to give your present address. 

Mr. Horricnurer. No; it isthe address of these years. 

Mr. DeWinp. If you had moved two or three times in that period, 
would you have put down two or three addresses ¢ 

Mr. Horricnuter. Well, I had to put down the figures of the rent I 
paid, and everything, and I couldn't put the wrong house. 

Mr. DEW inp. Now, as a matter of fact, Mr. Hofrichter, you were 
questioned prior to this date by Mr. Weiss, a Special Agent of the 
Bureau of Internal Revenue, and didn’t you give him the same 
false address ¢ 

Mr. Horricuter. I had the same thought in mind, yes, sir. 

Mr. DeWrnpb. You had the what? 

Mr. Horricurer. The same thought in mind, I gave him. 

Mr. DeWinpv. How did you have the same thought in mind when 
you did not have the net worth statement ¢ 

Mr. Horricrrrer. I thought it was pertaining to the questionnaire. 

Mr. DeWrnv. You didn’t have the questionnaire then. 

Mr. Horricurer. I thought it was all based on that: that is what I 
was called in for. 

Mr. DeWrnp. How did you think it was based on the questionnaire 
that hadn’t been given to you’ 

Mr. Horricutrer. Well, he called me in after I sent in a question 
naire, and I turned in a questionnaire and then I was called in. 

Mr. DeWinp. He asked you where you lived, and you gave him a 
false address? 

Mr. Horricuter. Well, I gave him my home where I lived before. 

Mr. DeWinp. Asa matter of fact, Mr. Weiss asked you at that time, 
when he interviewed you for the first time, “Where do you live, and 
how long have you lived there?” And you gave him a false answer. 

Mr. Horriciurer. This is: “How long did you live at 2662 Ocean 
Avenue.” and that is the way | heard it. 

Mr. DeWrxp. Did you reveal at that time to Mr. Weiss that you 
had in fact bought yourself a house and had moved from the 2662 
Ocean Avenue address? 

Mr. Horrtcnrer. No: I did not. 

Mr. Dy WInNp. As a matter of fact, that never came to | oht until 
Mr. Weiss discovered it ? 

Mr. Horricurer. Well, I told the head of my room that I moved, 
and I gave him my address, and that was in July. 


Mr. DeWinp. When did you buy that house, Mr. Hofrichter ? 
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Mr. Horricnrer. In April. 

Mr. DeWrnp. Of 19514 

Mr. Horricurer. That is right; 1951. 

Mr. DeWrnp. Now, on Sauary 29, 1952, in reply to a letter of 
charges from the Bureau of Internal Revenue, you addressed a reply 
to Mr. Baradel, special agent-in-charge in New York City, and in 
the second paragraph of that letter you said: 

In a moment of stress, under inquiry I was trying to justify a questionnaire 
negligently answered that I had previously filled out for the Government 

Now, isn’t that a statement that you were deliberately giving false 
answers in an effort to support a prior questionnaire which you had 
filled out erroneously ? 

Mr. Horricnurer. It is not, sir. 

Mr. DeW inp. I beg pardon ? 

Mr. Horricurer. It is not. 

Mr. DeWinv. What do you mean when you say you were “trying 
to justify a questionnaire negligently answered under a moment of 
stress under inquiry”? 

(Whereupon, the witness conferred with his counsel.) 

Mr. Horricurer. I was emotionally disturbed. 

Mr. DeWinp. I beg your pardon ? 

Mr. Horricurer. I was emotionally disturbed by the inquiry. 

Mr. DeWinp. You mean when you gave an erroneous answer under 
oath, you are now saying that you were trying to support a prior 
erroneous questionnaire, and in doing that you were under emotional 
stress; is that correct ¢ 

Mr. Horricurer. That is right. 

Mr. DeWinp. And is that the only reason you have to give for giv 
ing a false answer: Your questionnaire was false, and then under 
oath you gave a false answer in an attempt to support the questior 
naire ¢ 

Mr. Horricnrer. I wouldn’t say it was false; I say inaccurate. 

Mr. DeWinp. Not false, but inaccurate, and—— 

Mr. Horrtcurer. That is right. 

Mr. DeWinv. And then under stress, trying to justify that, you 
gave a further wrong answer under oath ? 

( Whereupon, the witness conferred with his counsel. ) 

Mr. DeW inp. Isn’t it perfectly clear, Mr. Hofrichter, that if you 
will look at the fourth paragraph of that letter, it says: 

I further apologize for the perpetuation of my error in trying to uphold my 
questionnaire at the inquiry. 

Mr. Horricurer. What letter is that, sir? 

Mr. DeWrnp. This is your letter of February 29, addressed to Mr. 
Baradel. 

Mr. Curter. Did you say “fourth paragraph”? 

Mr. DeWrnp. February 29, in the first, second, third, fourth para 
graph, the last sentence. 

(Wheesapen. the witness conferred with his counsel.) 

Mr. Horricurer. Is that about the clothing ? 

Mr. DeWrnp. I beg your pardon? 

(Whereupon, the witness conferred with his counsel.) 
Mr. Horricutrer. Doesn’t that paragraph speak for itself? 
Mr. DeWrnp. I think it does, and the closing sentence says : 





INTERNAL REVENUE INVESTIGATION 2765 


I further apologize for the perpetuation of my error in trying to uphold my 
questionnaire at the inquiry. 

Does that not clearly import that you deliberately answered a ques- 
tion falsely in the effort to uphold your questionnaire ? 

Mr. Horricuter. Not deliberately. 

Mr. DeWinp. Well, you were trying to uphold your questionnaire 
undeliberately ¢ 

(Whereupon, the witness conferred with his counsel. ) 

Mr. Horricurer. It was only a sign of regret that 1 could not state 
the right facts as I knew them. 

Mr. DeWinb. Would you repeat the answer, please ! 

(The answer was read by the reporter.) 

Mr. DeWInp. Now, as a matter of fact, if you will turn to page 
2 of that letter, Mr. Hofrichter, you were explaining your failure to 
recall certain vacation trips of your family, and you make this state- 
ment: 

In my own mind was engendered the thought that I was being begrudged the 
right to send my wife and children to a very cheap resort and to take a bus on 
weekends to visit them. 1 am now told by my attorneys and verily believe I was 
very foolish to take such a mental position. * * * 

Were you not deliberately failing to disclose those vacation trips? 

Mr. HorricuH Ter. l will explain why. The way the agent brought 
it up to me, like he was against me going to a cheap resort, and it 
made me kind of angry. 

Mr. DeWinpb. For whatever reason you gave the false answer, you 
deliberately gave it? 

Mr. Horricuter. It wasn’t deliberately. 

Mr. DeWinp. You knew it was false ¢ 

(Whereupon the witness conferred with his counsel. ) 

Mr. Horricxter. I said under resentment. 

Mr. DeWrnp. All right. You knew it was false, but the reason 
was that you were resentful of the question ¢ 

Mr. Horricurer. That is right. 

Mr. DeWrnp. Now then, in the next sentence you say 

The closeness that one has with agents in the Government service gave me 
the false notion that I could banter at any inquiry they could make, never realizing 
at the time the seriousness of the event 

Is that an accurate statement of your frame of mind at the time you 
made those false answers ? 

( Whereupon, the witness conferred with his counsel.) 

Mr. Horricurer. Yes. 

Mr. DeWrnp. As a matter of fact, wasn’t the occasion of that. false 
inswer the second time you had made the false answer under oath? 

(Whereupon, the witness conferred with his counsel.) 

Mr. DeWrnp. You had previously been questioned under oath, had 
you not‘ 

Mr. Horricuter. Yes; I was previously examined under oath. 

Mr. DeWrnp. As a matter of fact. Mr. Hofrichter, you have had 
i history prior to this investigation of making false statements to 
the Federal Government, have you not ? 

Mr. Horricuter. What do you refer to, sir? 

Mr. DeWrnp. I beg your pardon? 

Mr. Horricuter. Which questions do you refer to? 
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Mr. DeWrnp. Have you ever, prior to this investigation, made 
false statement to the Federal Government ? 

Mr. Horricurer. I don’t know what you are referring to. 

Mr. Byrnes. He does not have to refer to anything. Do you know 
whether you ever did or did not? Did you ever make any false an 
swers to questions ? 

Mr. Horricurer. I would say no. 

Mr. Byrnes. To any Government agent ? 

Mr. Horricuter. No. My best recollection is no. 

Mr. DeW.np. Before we go on, Mr. Hofrichter, would you either 
make an effort to speak louder or speak more closely to the micro 
phone ? 

Mr. Horricuter. Yes; I will. 

Mr. DeWrnp. As a matter of fact, Mr. Hofrichter, sometime i: 
April of 1951, did you not make a statement to the Federal Housing 
Administration which contained false information ? 

(Whereupon, the witness conferred with his counsel.) 

Mr. Horricnuter. I made that statement. 

Mr. DeWrnp. And it did contain false information ? 

Mr. Horricuter. But the deal was never consummated. 

Mr. DeWrnp. That is not what I am asking you. You filed a 
statement with the Federal Government in which you gave willfully 
false information, did you not ? 

Mr. Horricuter. I didn’t file it with the Federal Government. 

Mr. DeWrnp. This is FHA Form No. 2004, Federal Housing Ad 
ministration. 

Mr. Horricuter. The Federal Housing turned that down. 

Mr. DeWrnp. I don’t know whether they turned it down or not, 
but you filed it, didn’t you? 

Mr. Horricuter. Yes, sir; I admitted I did. 

Mr. DeWrnp. Now, what was the false statement that you made 
in that Federal Housing Administration application ? 

Mr. Horricuter. Additional income of $1,700, which I never re 
ceived. 

Mr. Curtis. What did you say? 

Mr. Horricutrer. An additional income of $1,700, which I never 
received. 

Mr. DeWrnp. As a matter of fact, in paragraph (1) of this Form 
2004 which you submitted, which relates to annual income, it shows 
“Base pay of mortgagor, $3,000.” Is that correct # 

(Whereupon, the witness conferred with his counsel.) 

Mr. Horricurer. I imagine it might be correct. 

Mr. DeWrnp. You imagine it might be? 

Mr. Horricurer. Yes. 

Mr. DeWinp. Well, let me leave that and go to the next one: “In 
come from other sources, $1,900.” Is that correct ? 

Mr. Horricuter. No; that is wrong. 

Mr. Byrnes. Did you know it was wrong at the time? 

Mr. Horricurer. Yes, sir. 

Mr. DeWrnp. Now, at the end of that form, which is signed by you 
appears the certificate : 
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This mortgagors’ statement and the property description submitted herewith 
ire made by the undersigned for the purpose of obtaining the benefits of a mort- 
rage loan to be insured under the provisions of the National Housing Act and 


the undersigned hereby represent, to the best of their knowledge and belief, the 
statements, information, and descriptions contained herein are in all respects 
true, correct, and complete 

Now, from what source did you say you received this $1,900 of out- 
side income annually ¢ 

Mr. Horricuter. From what source? 

Mr. DeWInp. Yes. 

Mr. Horricuter. That I received it from a friend of mine in the 
monument business. 

Mr. DeWrnp. A friend of yours in what business? 

Mr. Horricuter. In the monument business. 

Mr. DeWrnp. What did you represent; that you were a part-time 
salesman of monuments? 

Mr. Horricnrer. Yes: something like that. 

Mr. Byrnes. Do you not remember what it was? Can we not get 
away from “something like that,” and expressions of that kind? 
What did you tell them? 

Mr. Horricuter. That I was a salesman on week ends, or something 
like that. 

(Whereupon, the witness conferred with his counsel.) 

Mr. Horricuter. A salesman over week ends. 

Mr. Byrnes. Selling monuments? 

Mr. Horricnter. Yes, sir 

Mr. DeWinp. Did you ever act as a salesman of monuments? 

Mr. Horricuter. No, sir. 

Mr. DeWrnp. Now, did you ask and obtain from your friend, Mr. 
Harry Reiken, the filing by him of a statement in support of your 
statement? Did you ask Mr. Reiken to tell the Federal Government, 
the National Federal Housing Administration, that you had worked 
for him as a salesman? 

Mr. Horricuter. No 

Mr. DeWrnpv. Did you ever speak to Mr. Reiken about it? 

Mr. Horricnter. No. 

Mr. DeWrnp. Well, Mr. Hofrichter, on April 9, 1951, Mr. Leo 
Reiken, secretary of Harry Reiken & Sons, Inc., certified on a request 
for verification of employment, FHA Form No. 2004g, that you had 
been employed for a period of 6 years as a part-time salesman, and 
that your commissions were approximately $1,700 annually, and that 
the probability of your continued employment was good. And you 
iv you never spoke to Mr. Harry Reiken or Mr Leo Reiken % 

Mr. Horricurer. Leo is his son. 

Mr. DeWinp. You spoke to Mr. Leo Reiken ? 

Mr. Horricuter. Yes, sir. 

Mr. DeWrnp. And did you reach an agreement with Mr. Leo Reiken 
that he would make this false certification ? 

Mr. Horricurer. No. I just told him that I stated to the Federal 
Housing that I was working here, to get the house. 

Mr. DeWrnpv. And you asked him to confirm that ? 

Mr. Horricirer. I just mentioned it to him. 

Mr. DeWinp. You just mentioned it to him? 

Mr. Horricutrer. That is right. 
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Mr. DeWinp. You told him he might get an inquiry from the Fed- 
eral Housing Administration as to whether you had worked for him? 

Mr. Horricurer. That is right. 

Mr. DeWrnp. Did you discuss a figure of income that he should say 
you had received ¢ 

Mr. Horricurer. I told him about $1,700. 

Mr. DeWrnp. Did you tell him to say that you had worked for 
him for 6 years? 

Mr. Horricurer. No. 

Mr. DeWinp. That was Mr. Reiken’s own addition to the story; is 
that correct ? 

Mr. Horricuter. I never worked there. 

Mr. DeWinp. How do you spell the name Reiken ? 

Mr. Horricurer. R-e-i-k-e-n. 

Mr. DeWrnp. That is Harry Reiken & Sons, Inc.? 

Mr. Horricurer. That is right. 

Mr. DeWinp. And Leo Reiken is Harry Reiken’s son; is that right? 

Mr. Horricurer. Yes, sir. 

Mr. DeWrnp. He is the secretary of the company ? 

Mr. Horricnrer. I think so; yes, sir. 

Mr. DeWrnp. Now, in the course of this investigation, did you not 
on your financial statement indicate that at the end of 1950 you had 
$900 of United States bonds? 

Mr. Horricurer. Yes, sir; I did. 

Mr. DeWrnp. And in fact, did you have United States bonds in 
excess of $2,000? 

Mr. Horricirer. I will tell you how that came about. 

Mr. DeWrnv. Well, but just say first, did you in fact have bonds 
in excess of $2,000? 

Mr. Horricuter. Yes, sir; but I will explain that. 

Mr. DeWrnp. All right, go ahead. 

Mr. Horrcurer. When I filled out the questionnaire one night, 
this was I think around October of 1951, I asked my wife how many 
bonds do we have all told, and so she said about offhand $900, because 
it was true. In 1951 she cashed bonds in May, and I didn’t think of 
the year on the questionnaire, and so I took that the last year, where 
it was 1951. It was an error on my part there. 

Mr. Byrnes. Where were those bonds cashed, the ones you cashed 
in 1951? 

Mr. Horricurer. In the bank. 

Mr. Byrnes. What bank? 

Mr. Horricnrer. I think Mr. Weiss knows about that. 

Mr. Byrnes. Do you know? 

Mr. Horricutrer. The East River Savings Bank. 

Mr. Byrnes. Did you bring them in or did your wife? 

Mr. Horricuter. My wife took care of all of that, and I left $900 
of 1951 and that is why T put down $900, and I got both of them on 
the year 1950 and 1951. 

Mr. Byrnes. You cashed those at the East River Savings Bank; 
is that what I understand ? 

Mr. Horricurer. Yes, sir 

Mr. Byrnes. In 1951? 

Mr. Horricurter. Yes. 
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Mr. DeWinp. You are certain that vou did not get the right home 
address: is that right ¢ 

Mr. Horricnuter. I don’t hear you. 

Mr. DeWrnpv. You are certain that you did not get your right 
home address ? 

Mr. Horricuter. My right home address ‘ 

Mr. DeWinp. Yes. 

Mr. Horricurer. On the questionnaire ‘ 

Mr. DeWrnp. Yes. 

Mr. Horricurer. Well, it was for a 5-year period, where I lived 
before, I was putting down the rents there, and all of this, and I 
couldn’t put a new address. 

Mr. DeWinp. Let us come down to that. On this same FHA form 
that you filed in April of 1951 you showed your United States bonds 
of $2,000, did you not ? 

Mr. Horricirrer. On the FHA form. 

Mr. DeW1inv. That is right, in paragraph (g), “Financial state- 
ment, securities. United States bonds. $2000,” and so you knew in 
April of 1951 you had $2,000 of United States bonds, when it was to 
vour interest to tell the FHA about it; is that correct ? 

Mr. Horricurer. I can’t answer that now. I will have to see the 
questionnaire. 

Mr. DeWinp. You cannot answer it, and I will be glad to show you 
the copy of the quest ionnaire. 

Mr. Horricuter. I would like to see it. 

(A document in a file was handed by Mr. DeWind to the witness.) 

Mr. Curter. When was it, April? 

Mr. DeWinp. April of 1951. 

Mr. Curier. I don’t even find the date. 

Mr. DeWrinp. You said the following—now go ahead. 

Mr. Horricutrer. We had $2,000 in bonds in April of 1951. 

Mr. DeWrxp. How about December 31, 1950; you had $2,000 of 
bonds then ? 

Mr. Horricurer. No; I told you what happened on that. When I 
was filling out the questionnaire I was thinking of 1951, and this was 
n October of 1951, and so I asked my wife how many bonds we had 
left. and she said S900. and we cashed this in May of 1971. 

Mr. DeWinp. Now, you just got a little bit confused that this ques- 
tionnaire related to 1951 when you were filling it out: is that what you 

re saying ¢ 

Mr. Horricurer. Yes, sir. 

Mr. DeWrnpv. But when you filled out the address you thought it 
related to 1951, and you were very careful to give a false address, 
| iting it back to 1950, hut when you vo do na two more items to bonds. 
you bring it up to 1951. 

Mr. Horricnrer. It was not a false address. 

Mr. DeWrnp. But you were very much aware that this related to 
the period 1945 to 1950 when you filled in the address; is that right? 

Mr. Horricrrer. In October, I put that on the wrong lin 

Mr. DeWinp. Now you start out to filling this form and you come 
to your address, and you said to yourself, “They meant back in 1950, 
ind so IT will prtin mv old address” : is that right ; 


} HH HCHTER. No: be ruse the period neluded 1945 to 1950 
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Mr. DeWinp. All right, you said, “I will put in my old address.” 
Mr. Horricurer. That is where I lived, those 5 years. 

Mr. DeWixp. And now you come down to the line where it says 
United States bonds, and all of a sudden you think the form is talking 
about 1951, in October; is that right ? 

Mr. Horricurer. Well, I didn’t make this all out in one night. 

Mr. DeWinp. You filled in the address one night, and then you—— 

Mr. Horricurer. I had a limited amount of time. 

Mr. DeWrnp. One line a night, address tonight and bonds tomorrow 
night? 

Mr. Horricurter. I worked at it a few nights. 

Mr. Cutter. May he be permitted to explain about the $1,700, in 
his own way ¢ 

Mr. DeWtnp. This is the alleged income from Harry Reiker ¢ 

Mr. Currier. For whatever the committee thinks it is worth, may 
I explain it and the operation of his mind for putting it in? 

Mr. DeWinp. I think that would be a good thing. 

Mr. Currier. Go ahead and answer that; do you understand the 
question ¢ 

Mr. Horricurer. Yes. 

Mr. Cutter. Answer it, please. 

Mr. Horricurer. I was buying a house for $15,600, and I thought 
I was getting sufficient values so that I would put in a sum of $5,000, 
and the bank made an appraisal of this house and thought it was worth 
what I paid for it so they gave me a mortgage of $10,600, approxi- 
mately two-thirds of the purchase price. It was suggested if not 
plainly told to me. 

Mr. Curtis. We cannot hear what you say. It was suggested 
what ? 

Mr. Horricurer. It was suggested and plainly told to me that my 
income of about $3,500 was insufficient income to meet the require- 
ments of the bank. At this point I felt that I would defraud—I would 
not defraud or hurt anyone by making a little statement about extra 
income, because I felt that my family liked the house and the rents 
that they charged to move or anything like that was very high, and 
that is the only way I could have gotten the house. After I put down 
the deposit, the house came out to about $60 a month, plus $30 amor- 
tization, and I thought that I could meet these payments. I have done 
so in the past, and I will continue to do so and no one will be hurt. 
If anyone is hurt, it will be myself because the bank has one-third of 
my money, and I will take the loss. 

Mr. De Ww inp. Is that the end of your explanation ¢ 

Mr. Horricurer. Yes, sir 

Mr. DeWinp. All right, at that time, that is in April of 1951, did 
you have any cash or currency ? 

Mr. Horricurer. In April, after April, you mean ? 

Mr. DeWrnp. At the time you made out this statement. 

Mr. Horricuter. Yes; I did. 

Mr. DeW1nv. How much did you have? 

Mr. Horricurer. Well, after | put down the money on the house? 

Mr. DeWinv. Yes: after you had put down the money on the house, 
how much cash did you have ¢ 

Mr. Horricurer. About eight or nine hundred dollars. 
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Mr. DeWinp. Well, why was that not disclosed ? 

Mr. Horricuter. Why was what? 

Mr. DeWinp. Why was that not disclosed in this statement of 
assets ¢ 

Mr. Horricnrer. In 1951? 

Mr. DeWinv. This FHA statement does not disclose any cash. 

Mr. Horricurer. Well, that was money that I made in 1951. 

Mr. DeWrnp. I am talking about April of 1951, when you made out 
the FHA application, after you had deposited your $5,000, did you 
have any more cash / 

Mr. Horricuter. Yes; I had about eight or nine hundred dollars. 

Mr. DeWinv. Why doesn’t that appear on this FHA statement ‘ 

(Whereupon, the witness conferred with his counsel.) 

Mr. Horricurer. I was going to buy furniture or put it in some- 
thing toward the house. 

Mr. DeWrnpv. Wouldn't you have liked to have shown your assets 
as high as you could on this FHA statement? You inflated your in- 
come, and you reported all of your bonds. Why didn’t you show the 
cash you had ¢ 

Mr. Horricuter. Well, I had other things in mind, to buy for the 
house, and I was not thinking of that. 

Mr. DeWrnpv. You had it but you thought you were going to spend 
it and so you didn’t want to fool anybody. 

Mr. Horricurer. That is right. 

ir. DeWrxp. Well, now, on your net-worth statement did you not 
omit a $450 fur coat that you purchased in 1947 ¢ 

Mr. Horricuter. I did not omit it. 

Mr. DeWinp. Well, I don’t see it here, and I see for 1945, “furs, 
$125.” 

Mr. Horricurer. I put down the value of what it is worth today. 

Mr. DeWinp. You mean this $125 in 1945 refers to a coat you 
bought in 1947 ¢ 

Mr. Horricirer. The fur coat depreciates 10 to 15 percent a year. 

Mr. DeWrnp. It does not depreciate 2 years before you buy it, 
does it / 

Mr. Horricurer. Well, I just put down what it was worth at the 
time I made out the questionnaire; you can’t put down a $450 article 
when itis 5 years old. 

Mr. DeWrtnp. You were asked to report the cost of the fur coat, 
were you not, on the form ? 

Mr. Horricurer. Well, | thought you have to break it down to 
what you think it is worth. 

Mr. DeWinp. This is what you thought it was worth; is that right ? 

Mr. Horricnurer. It is worth less than that today. 

Mr. DeWinp. And you thought in 1947 when you bought it for 
S450 it was worth $125? 

Mr. Horricurer. My wife bought, 1 didn't buy it. It is not a mink, 
t isa Persian coat. 

Mr. DeWtinp. You got pretty badly cheated, $450 for a fur coat 
that was only worth $125. 

Mr. Horricurer. A coat after it is worn one night is worth one- 
quarter of the prices. 
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Mr. DeWinp. That is what you figured, that is a $450 coat today, 
$125 tomorrow ? 

Mr. Horricurer. My friend was a furrier, and he told me that. 

Mr. DeWinp. a much insurance did you carry on that fur coat? 

Mr. Horricurer. I don’t remember, my wife Knows all about it. 

Mr. DeWrnpv. Wasn't there $800 of insurance ? 

Mr. Horricurer. I don’t remember that, I don’t know. They always 
appraise it on a higher figure. 

Mr. DeWinp. This form also called for a statement of the cost of 
any of the vacations that you or your family had taken during the 
period, did it not ? 

Mr. Horricurer. That is right. 

Mr. DeWinp. And for all of the years that shows no cost of vaca- 
tions at all; is that correct, on the form ¢ 

Mr. Horricurer. That is right. 

Mr. DeWtnp. Now, under oath, when you were questioned by Mr. 
Weiss, on January 25, 1952, did you not deny under oath that you had 
had any vacations for yourself or your family during this period? 

Mr. Horricurer. What page is that, sir? 

Mr. DeWinp. January 25, 1952. 

Mr. Horricurer. What is the number of the page ? 

Mr. DeWinp. Well, just let me ask you the question. Did you deny 
on that date under oath that you had any expenditures on vacations ? 
(Whereupon, the witness c ‘onferred with his counsel.) 

Mr. Byrnes. Do you not remember what you told him when you 
were questioned under oath? Do you not remember what your answers 
were ¢ 

Mr. Horricurer. I am trying to refresh my recollection. 

Mr. DeWinp. Now, if you cannot answer that question without 
looking at those records 

Mr. Horricurer. Yes; I think I answered that before, I felt that 
I was being begrudged to have the right to send my wife and children 
to a cheap resort. 

Mr. DeWinp. Well, in any event you said you had not. 

Mr. Horricuter. That is right. 

Mr. DeWrnp. Under oath, knowing that you had. 

Mr. Horricurer. The way it was put to me, you know; sometimes 
the attitude makes you feel that way. 

Mr. DeWinv. Now, again on February 8, 1952, and again under 
oath, you were asked this question : “Did your wife go on a vacation 
last year?” and the answer is “No.” 

Do you remember that? 

Mr. Horricuter. Yes. 

Mr. DeWrnp. Did she go on a vacation in 1950, and the answer is 
“No; no one in my house has had any vacations.” 

Do you remember that ? 

Mr. Horricuter. Yes. 

Mr. DeWrnp. That answer was a false answer at that time? 

Mr. Horricrrrer. It is the same answer as I gave before, I was being 
begrudged of sending my wife away. 

Mr. Byrnes. It is not a question of why you did it, it is what you 
actually said at the time, and you said “No,” did you not? 
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Mr. Horricurer. That is right. 

Mr. Byrnes. And it was false ! 

Mr. Horricuter. Yes; it was false. 

Mr. Byrnes. It was a false statement. 

Mr. Horricrrer. It was false because—— 

Mr. Byrnes. We understand what you gave as your excuse, but 
basically you gave a false answer; did you not! 

Mr. Horricuter. That is right. 

Mr. Byrnes. And you knew it was false at the time; is that not 
right ? 

Mr. Horricuter. That is right. 

Mr. DeWrnp. Why do you think, if someone asked you about the 
cost of vacation trips, that you are being begrudged a vacation ¢ 

Mr. Horricuter. The way it was put to me. 

Mr. DeWrnp. Well, the question was, “Did your wife go on a vaca- 
tion trip in 1951?” 

Mr. Horricuter. In 1951 

Mr. DeWinp. “Did your wife go on a vacation last year?” was the 
question, and your answer was “No.” Was there anything about that 
question that indicates you are being begrudged a vacation ? 

Mr. Horricuter. The way it was put to me, I didn’t like the way the 
question was brought up. 

Mr. DeWtnp. You didn’t like the question being brought up? I 
can understand that. 

Mr. Byrnes. You did not like the whole questionnaire, did you? 

Mr. Horricurer. I don’t think so. 

Mr. Byrnes. You did not like any questions that were asked you, 
did you ¢ 

Mr. Horricutrer. I would like to know what it is all about. 

Mr. Byrnes. You just did not like the idea of being questioned, 
period, 

Mr. Horricurer. I don’t mind being questioned if it is brought up 
iicely. 

Mr. Byrnes. What is that? 

Mr. Horricurer. If it is—if the questions are brought up nicely, 
ind not in a rough way. 

Mr. Byrnes. Well, filling out the questionnaire, it was not put to 
vou in a nice way or a bad way; it was just given to you to fill out. 

Mr. Horricuter. I answered it, and I filled it out to the best of my 
knowledge. 

Mr. Byrnes. Well, in there you don’t —you say that you did not take 
iny Vacations and nobody took any vacations or spent any money on 
vacations: and was that because it was not put to you in a nice way, 
or what ¢ 

Mr. Horricursr. Well, I just told you. 

(Whereupon the witness conferred with his counsel.) 

Mr. DeWinv. Now, Mr. Hofrichter—— 

Mr. Byrnes. Let him answer the question. 

Mr. Curter. Do you understand the question ? 

Mr. Byrnes. In the questionnaire, that question was asked whether 
you spent any money on vacations for yourself or your wife or your 
children. You said “No,” did you not ¢ 

Mr. Horricuter. No. 
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Mr. Byrnes. Is that not what you said? 

Mr. Horricurer. That is right, because the questionnaire was made 
out to me. 

Mr. Byrnes. Did you read the questionnaire ? 

Mr. Horricuter. Yes. 

Mr. Byrnes. Did you read all of it? 

Mr. Horricurer. Certainly. 

Mr. Byrnes. And you know it refers in the questionnaire to the 
fact that this should include all familiar expenses and items relating 
to your children or your wife? 

Mr. Horricurer. I don’t think it says that; does it? 

Mr. DeWinp. I direct your attention to the statement at the end 
of the questionnaire immediately following your signature, where it 
says “Assets and liabilities of wife and members of your family should 
be included in the above statement.” 

(Whereupon, the witness conferred with his counsel.) 

Mr. Byrnes. Now, does this $100 clothing item here, this clothing 
item in the questionnaire, is that just the clothing that you bought for 
yourself, or does it include clothing bought for your wife and children ? 
That is in the same schedule. 

Mr. Horricuter. That was for the family, and $250 for personal 
expenses. 

Mr. Byrnes. Is that the family personal expenses ! 

Mr. Horricuter. That would be close, too. 

Mr. Byrnes. What about recreation’ Is that just your recreation, 
or does it include the cost of recreation for your wife and children 

Mr. Horricurer. All of us, wife and children. 

Mr. Byrnes. But when it comés to vacations, then you figure that 
it only relates to yourself # 

Mr. Horricurter. It does not only refer to myself, I didn’t spend 
any money on vacations, my wife took care of that and she handled—— 

Mr. Byrnes. You spent it, didn’t you? 

Mr. Horricurer. I didn’t spend it, my wife wanted to go away, 
my wife had money of her own, and she handled all of the financial 
activities in the house, and took care of everything. 

Mr. Byrnes. Now, if you are going—let us be honest with one an- 
other, and you knew very well at the time you filled this out that the 
matter of vacations and money spent for vacations related to money 
spent within your household, whether it was spent by check drawn 
by your wife or spent on the children or spent on you. It was the 
household operation and you knew that; did you not ? 

Mr. Horricutrer. Oh, yes. 

Mr. Byrnes. Surely, and you just decided that you were not going 
to say that you spent any money on vacations; is that not correct? 

Mr. Horricurer. I did not spend the money. My wife took care of 
that out of household money that she saved, and if I was an accountant 
[ could fill this out much better, and this isn’t an easy task to do, you 
know, going back 5 years on a questionnaire. I did it to the best of 
inv knowledge, and I didn’t have any help on this. 

Mr. Byrnes. When was this vacation actually taken ¢ 

Mr. Horricurer. In 1950, and I think in 1948. 

Mr. Byrnes. 1948 and 1950, 

Mr. Horricurer. Yes, sir. 
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Mr. Byrnes. So 1950 was not so very far off, or far back at the time 
you filled this out. 
~ Mr. Horricuter. No. 

Mr. Byrnes. That was not so hard to remember. 

Mr. Horricuter. Well, I mean—— 

Mr. Byrnes. And since your attention has been called to it, you 
remember it, do you not? 

Mr. Horricuter. It isn’t easy to make one of these out. 

Mr. Byrnes. It is not a question of whether it is easy or hard or 
what it is. At the time you made this out you knew that members 
of your family had had a vacation, did you not ¢ 

Mr. Horricuter. That is right. 

Mr. Byrnes. And you just said “No”; is that correct ? 

Mr. Horricurer. | said “No”: that is correct. 

Mr. DeWinp. At the end of 1950, according to your financial state- 
ment, you had a total net worth of $5,375, which was made up of 
$3,100 in cash and bonds, and the balance in furs, jewelry, and house- 
hold furnishings, and so as of that date you showed you had $3,100 of 
cash and bonds; is that correct ? 

Mr. Horricurter. I believe so; yes, sir. 

Mr. DeWinp. Now, in fact, you had some $2,000 of bonds, so that 
in fact you had cash and bonds of $4,200 at the end of 1950; is that 
correct f 

Mr. Horricurer. Cash and bonds of how much ? 

Mr. DeWinp. Cash and bonds of approximately $4,200 at the end 
of 1950. 

Mr. Horricurer. ‘That is true. 

Mr. DeWtinp. Now, during 1951 you actually expended, did you 
not. some $17,800 ¢ 

Mr. Horricurer. I spent, you mean / 

Mr. DeWinp. In 1951. 

Mr. Horricurer. No. 

Mr. DeWinp. You say you did not? 

Mr. Horricurer. No. 

Mr. DeWinp. Well, now on your financial statement you showed 
that your expenditures, living expenditures, in 1950 were $3,600, and 
n 1951 they were no less, were they ? 

Mr. Horricnutrer. That is right. 

Mr. DeWrnp. All right. Let us take $3,600 as your expenditures, 
living expenditures. Now, in addition to that you bought a house, did 
you not ¢ 

Mr. Horricurer. Yes. 

Mr. DeWrnp. And you furnished the house ! 

Mr. Horricuter. Yes. 

Mr. DeWrnp. And as I see it, the established records of what vou 
spent on the house and furnishing the house came to $14,200 at the very 
least. . 

Mr. Horricnter. No; that is wrong. 

Mr. DeWrnp. That is wrong? 

Mr. Horricnrter. Yes, sir. 

Mr. DeWinv. Well, let me throw into that the purchase of an auto- 
mobile, as well as the house, and then it comes to $14.200: is that 
right? 

91550—52—pt. 4_—-8 
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Mr. Horricurer. The automobile was bought in 1950. 

Mr. DeWrnp. Where did you buy that automobile? 

Mr. Horricurer. Spielman Chevrolet, in February of 1950. 

Mr. DeWinp. It doesn’t appear in your financial statement of 1950. 
It says “Automobile: none.” 

Now, the invoice of the Spielman Motor Sales Co. shows that you 
paid the invoice on June 6, or that you gave a check on January 18, 
1951, and paid the balance on June 6, 1951, on delivery of the car, in 
June of 1951. So I think that the $2,000-plus that you paid for the 
Chevrolet was in 1951, and that plus the cost of your house—— 

Mr. Horricurer. The Chevrolet was bought in 1950. 

Mr. DeWrnp. Well, do you want to see the invoice of Spielman 
Chevrolet, dated 1951? 

(Document was handed to the witness.) 

(Whereupon the witness conferred with his counsel.) 

Mr. Curter. Thank you, Mr. DeWind. 

Mr. DeWtnp. Now is your recollection refreshed that it was 1951 ¢ 

Mr. Horricurer. Yes, sir. 

Mr. DeWinp. Then in the course of 1951 on your house and your 
automobile your total expenditures come to at least $14,200; is that 
right ¢ 

Mr. Horricuter. No. 

Mr. DeWrnp. That is not right? 

Mr. Horricurer. It is wrong. 

Mr. DeWrnp. Well, did you not make a down payment on the house 
Oi S5.O85.95 ¢ 

Mr. Horricurer. That is correct. 

Mr. DeWinp. That was about April 4, 1951. Now, did you not 
purchase furniture from the Liru Furniture Co. for $4,210 ¢ 

Mr. Horricurer. No, the furniture cost $3,810. 

Mr. DeWrnp. The books of the furniture company show $4,210. 

Mr. Horricurer. But I got back $300. 

Mr. DeWinp. They paid you back $300 / 

Mr. Horricurer. It was something that had to be canceled. 

Mr. DeWinp. Now, you purchased cornices, draperies and curtains 
from Del Mar & Co., 335 East Fifty-fifth Street 

Mr. Horricurer. That is right. 

Mr. DeWinp. $640. 

Mr. Horricurer. That is right. 

Mr. DeWinpb. Wallpaper purchased there and interior decorator, 
$105.30, is that right? 

Mr. Horricurer. No, that is wrong. 

Mr. DeWinp. That is wrong? 

Mr. Byrnes. What did you pay? 

Mr. Horricurer. I don’t know, I would have to see the bills, l—— 

Mr. DeWinp. It is approximately $158. 

Mr. Horricuter. Let’s say approximately. 

Mr. Curter. The answer is that is approximately right. 

Mr. DeWtnp. You purchased a refrigerator from the Maxon Ap- 
pliance Co. for $305, and carpets from the Twentieth Century Carpet 
Co. for $1, 250. 

Mr. Horricutrer. That is correct. 

Mr. DeWinp. And then you purchased a television set from the 
Strand Television Co. for $423.90. 
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Mr. Horricuter. That is right. 

Mr. DeWinv. Then you purchased a gas range for approximately 
$100. It was $154. 

Mr. Horricuter. It is the difference in the stove that the house gives 
you: yes, sir. 

” Mr. DeWrnp. Now didn't you also purchase some storm windows 
at a cost of approximately $100? 

Mr. Horricuter. Yes, sir: that is true. 

Mr. Dre WIND. And the storm door through Sears, Roebuck for L})- 
proximately $65? om 

Mr. Horricuter. That is right. 

Mr. DeWrnp. And then didn’t you spend some $400 in fixing up 
vour basement ? 
~ Mr. Horricutrer. That is true. 

Mr. DeWrnp. Then you bought a Chevrolet for $2,079.94. And 
now as I add up all of those items they come to $14,750, approximately. 

Mr. Horricuter. Yes. 

Mr. DeWinp. Now, with your $3,600 living expenses—— 

Mr. Horricutrer. With my salary. 

Mr. DeWinp. I am saying what you spent and not what your salary 
was, and so as I see it you spent $18,550 in the course of 1951. Now 
at the beginning of that——— 

Mr. Curtis. What is the answer? 

Mr. Cutter. The answer is that is approximately correct. 

Mr. Curtis. Were those expenditures cash expenditures, did you pay 
cash for the furniture and the draperies and the wallpaper ? 

Mr. Horricurer. It was cash and check. 

Mr. Curtis. It was what? 

Mr. Horricuter. It was cash and checks. 

Mr. Curtis. You did not buy them on payments ? 

Mr. Horricuter. That is true. 

Mr. Curtis. You paid either cash or check ? 

Mr. Horricurer. That is right. 

Mr. DeWrnp. For the most part you paid cash; did you not? 

Mr. Horricuter. That is correct. 

Mr. DeWrnp. For example, when you purchased your television set, 
you gave t hem a check for 8200, and cash for $223. 

Mr. Horricurer. That is right. 

Mr. DeWrnpv. Was that the way you made most of your purchases, 
a check for part of it and cash for the balance? 

Mr. Horricnutrer. Not most of them; most of it was cash. 

Mr. DeWrnp. Most of them were only cash ? 

Mr. Horricuter. Yes, sir. 

Mr. DeWrnp. Where you paid part in check, you would pay part in 
cash, too? 

Mr. Hornricnter. That is right. 

Mr. Kean. And the automobile was paid for by check? 
Mr. Horricurer. By check. 

Mr. Kean. And the $5,000 payment—— 

Mr. Horricn’rer. Was in cash. 

Mr. Kean. The $5,000 payment on the house was cash. 
Mr. Horricuter. That is right. 
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Mr. DeWrnp. Now, at the end of 1950 by correcting your erroneous 
statements we found out that you started out the year with approxi- 
mately $4,200 in cash and bonds, and now at the end of the year 1951 
what did you have left in the way of cash and bonds? 

(Witness conferring with his counsel.) 

Mr. DeWrnp. Would it help you if I say it apparently is bonds of 
$300 and a bank balance of $1,800? 

Mr. Curter. Is this 1951 or what? 

Mr. Horriciter. What year is this? 

Mr. DeWrnp. 1951. 

Mr. Cutter. I think that you happen to be right, but what he is 
trying to get in his mind, as I understand it, he said $900 and cash to 
make approximately $3,100, in his questionnaire. 

Mr. DeWinp. I raised that for his benefit. 

Mr. Cutter. That is $4,200 including the $2,000, and that is correct, 
and I said so to him and I believe it to be correct. 

Mr. DeWrnp. At the end of the year you had $2,100 in cash and 
bonds, so that you spent some $2,000 out of that opening balance, and 
in addition to that you had your salary for that year. What was your 
salary for 1951? 

Mr. Horricurer. About $3,500. 

Mr. DeWtinp. There is about $5,000. Did you have any other 
sources of income? 

Mr. Horricurer. In 1951? 

Mr. DeWrnp. Yes. 

Mr. Horricuter. Yes. 

Mr. DeWrnp. What were they? 

Mr. Horricurer. Moneys won on gambling. 

Mr. DeWrnp. Moneys won on gambling? 

Mr. Horricurer. Yes, sir. 

Mr. DeWinp. Does that account for the balance? You got $5,500 
of accounted income, and you have spent $18,350, and so you are say- 
ing that you had about $13,000 of gambling winnings in 1951? 

Mr. Horricuter. No; it wasn’t that much. 

Mr. DeWinp. It seems high, doesn’t it 

Mr. Horricuter. That is kind of high. I don’t know, I will have to 
check my bills, what I spent. 

Mr. DeWinp. You will recall in the course of your investigation 
you started out with about $5,000 of winnings, and then you gradually 
pushed it up until it was almost up to $10,000. 

Mr. Horricurer. I didn’t start out with $5,000, and I was asked 
where I got it. 

Mr. DeWinp. You have taken the position flatly, definitely and 
without doubt that you did not win in excess of $10,000 in gambling, 
have you not? 

Mr. Horricurer. That is true, but I answered that question at the 
last hearing. 

Mr. Byrnes. Let us get the answer now. 

Mr. Horricuter I will give you the answer. I said that I had to 
check my bills, but I am stating that now. 

Mr. DeWrnpv. Now you have got some $13,000 of expenditures un- 
explained for 1951, except that you now say you had gambling win- 
nings of something close to $10,000. 
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Mr. Curtis. What type of gambling operation was that ? 

Mr. Horricuter. Horses and fights. 

Mr. Curtis. Horses and fights. 

Mr. Horricurer. Boxing, yes. 

Mr. Curtis. Did you attend the track for these ? 

Mr. Horricurer. | went now and then to the track. 

Mr. Curtis. How did you handle it when you weren’t present at 
the track? 

Mr. Horricurer. | met this bookmaker at the lunchtime. 

Mr. Curtis. Had you been engaged in gambling prior to the caler 
dar year 1951? 

Mr. Horricurer. I bet once in a while. 

Mr. Curtis. How much did you make in gambling in 1950? 

Mr. Horricurer. | could not make a break, I never made anything 
n those years. 

Mr. Curtis. How much did you make in 1949? 

Mr. Horricuter. Nothing. 

Mr. Curtis. How much did you lose in 1950, if any ? 

Mr Horricurer. Well, it used to go back and forth and I would 
win or lose on a horse or win on a fight and I used to break even at the 
end of the year. 

Mr. Curtis. In all of the years prior tou 1950 you about broke even? 

Mr. Horricurer. That is right. 

Mr. Curtis. And no reportable losses, or no reportable gains ¢ 

Mr. Horricurer. That is right, I didn’t bet big in those years, and 
I bet $5 or $10 once in a while. 

Mr. Curtis. But then in 1951 you made a success of it ? 

Mr. Horricurer. That is right. 

Mr. Curtis. How much of this did you make on the races 

Mr. Horr HTER, How much of the money ¢ 

Mr. Curris. Yes. 

Mr. Horricuter. About $7,500, or $8,000 

Mr. Curtis. What track / 

Mr. Horricurer. Different tracks, out of town, it was information 
riven to me on the horses 

Mr. Curtis. It was what? 

Mr. Horricnurer. Information on certain horses that were going 
to win, and it was information given to me, tips. 

Mr. Curtis. From whom did you get those tips ¢ 

Mr. Horricurer. A bookmaker called Packy 

Mr. Curtis. A bookmaker called what ? 

Mr. Horr HTER. Pas ky, that is what he is known as 

Mr. Curris. Do you know his correct name ? 

Mr. Horricuter. No: that is the name he used 

Mr. Curtis. How long have you known him ¢ 

Mr. Horricurer. A few years. 

Mr. Ci rTis. But he didnt give vou any good ones in LDDS0¢ 

Mr. Horricurer. No, sir; he said “If I ever get anything—” I used 
rive him fight winners, when L was introduced to him he was told I 

ould pick the fights, and I have a very high rating on picking boxing 
outs, and so I gave him some fights, and he said “If I ever get any 
good information on hot horses, I will be in touch with you.” ; 

Mr. Curtis. Well, now, did you have a pretty high rating on picking 
hehts in 1950 and prior thereto? 


/ 
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Mr. Horricnrer. Yes; I picked them. 

Mr. Curtis. But you did not make any money ‘ 

Mr. Horricurer. I never had money to bet too big, and you see when 
you get started like, if you are playing dice, you can have a roll in your 
hand and you send it in heavy, and you make it or break it. 

Mr. Curtis. Now, this approximately $7,500 you made on the horses 
in 1951, that was just through the racing season, was it not ? 

Mr. Horricurer. That is right. 

Mr. Curris. About how many months of the year would that be? 

Mr. Horricurer. With the horses, they run all year-round. 

Mr. Curris. All of the year-round / 

Mr. Horricuter. Yes. 

Mr. Curtis. These purchases you made were spread out all year? 
When did you make your down payment on your house and buy your 
furniture ? 

Mr. Horricurer. The down payment on the house was I think 
April 4: 

Mr. Curtis. When did you buy your furniture? 

Mr. Horricurer. I received my furniture some time in September. 

Mr. Curtis. When is that? 

Mr. Horricurer. September or October. 

Mr. Curtis. So you made your gambling money by that time, had 
you! 

Mr. Horricuter. That is right. 

Mr. Curris. How much did you make after September ¢ 

Mr. Horricuter. I was winning on fights, too, you know, and losing 
in between them. 

Mr. Curris. Now you made about $7,500 on the horses, and did you 
make the balance on the fights? 

Mr. Horricurer. That is right. 

Mr. Curtis. Any particular fight that you remember that you made 
money on! 

Mr. Horricurer. I do. 

Mr. Curtis. What was it? 

Mr. Horricii rer. Walcott-Charles. 

Mr. Curtis. ilow much money did you make then? 

Mr. Horricrter. I think I won $800 on that fight, and it was 4 
to 1 favorite; Walcott knocked him out. 

Mr. Curtis. Do you remember what your biggest win was on the 
horses ¢ 

Mr. Horricrrer. I think around $1,400. 

Mr. Curtis. $1,400? 

Mr. Horricutrer. That I won on 1 day; yes, I think it is around 
that. 

Mr. Curtis. Do you remember the occasion ? 

Mr. Horricuter. I remember some of the horses I used to play. 
because they were tips. 

Mr. Curtis. What were those ? 

Mr. Horricuter. Some of the horses? 

Mr. Curtis. Yes. 

Mr. Horricuter. Pango Pango, Mah Heavens, and Cub. 

Mr. Curtis. When was it that you made your $1.400 in 1 day on the 
horses ? 
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Mr. Horricuter. I can’t tell that. 

Mr. Curtis. Do you remember what month it was? 

Mr. Horricuter. Well, it was before April. 

Mr. Curtis. Before April? 

Mr. Horricuter. Yes. 

Mr. Curtis. Was it all on the same track that day ? 

Mr. Horricuter. Where I made the winnings? 

Mr. Curtis. Yes. 

Mr. Horricuter. No; I think there were different tracks. 

Mr. Curtis. Different tracks on the same date? 

Mr. Horricuter. Not on the same date. 

Mr. Curtis. I thought you said you made $1,400 one day. 

Mr. Horricurer. In 1 day, I was paid off $1,400 on a horse. 

Mr. Curtis. Well, that was for races run in 1 day? 

Mr. Horricrtrer. It was on one race, run on 1 day. 

Mr. Curtis. One horse ? 

Mr. Horricuter. It was a tip given me the day before and 1 bet 
it with this Packy. 

Mr. Curtis. How much did you bet? 

Mr. Horricuter. | used to start with $20, and 1 worked my way up. 

Mr. Curtis. On this particular race that you won $1,400 on ¢ 

Mr. Horricuter. I don’t remember that. 

Mr. Curtis. What is that / 

Mr. Horricurer. I don’t remember that. It might have been $50 
or SLOO. 

Mr. Curtis. About a 20-to-1 shot, was it? 

Mr. Horricuter. I don’t know what the price was, but I just re 
membe1 the money part, and I mean it is going away back. 

Mr. Curris. What horse was that ¢ 

Mr. Horricurer. I don’t know: I can’t remember now. 

Mr. Kean. You mean to say you won $1,400 on a horse, and you 
don’t remember the name of the horse / 

Mr. Horricurer. I remember some of the horses I played, but I 
aol ¥ rene mber which one paid W hat pl ce, 

Mr. Kt LN. If you W S1.400 on a horse. whe you ordinarily are 
pending $10 or S15 or S20 to bet. that certainly must have been an 

casion, when you had a sal ry of 83.600 or 3.01 0), 

Mr. Horricurer. The first bet I made on him was a S820 bet. 

Mr. Kean. And you don’t remember the name of the horse? 

Mr. Horricutrer. No; I just don’t remember some of the horses I 
pl ved, and the fights I bet. 

Mr. Kean. That was an unusual occasion, to win $1.400 on that 
horse, and you certainly must have felt very friendly toward that 
woke, h : 

Mr. Horricut! R, I wona Si. 100 bet on a horse named Mah Heavens: 
I remember that one. 

Mr. Kean. Was it the one you won $1,400 on? 

Mr. Horricurer. No: I won $1,000 on Mah Heavens. 

Mr. Curtis. How much did you bet / 

Mr. Horricurer. On that horse, $20, and I remember it because 
t is the first tip he vave me when he came around to tell me, and 
that is what started me off. 

Mr. Curtis. What month was that ? 
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Mr. Horricurer. I think the beginning of February. 

Mr. Curtis. February of 1951? 

Mr. Horricuter. Yes, sir. 

Mr. Curtis. Do you remember what track the horse was running on ‘ 

Mr. Horricurer. It was out of town, because the New York tracks 
are closed in the winter. 

Mr. Curtis. Yes: I understand. Do you remember what track it 
was ¢ 

Mr. Horricuter. No. 

Mr. Curtis. You have no idea? 

Mr. Horricurer. No; it was an out-of-town track. He told me the 
boys were betting this horse and he told me to get on it. 

Mr. Curtis. But it was in February, and the horse’s name was 
Mah Heavens? 

Mr. Horricurer. Mah Heavens. It was a southern horse, I guess. 
And I am a Yankee playing it. 

Mr. Curtis. That is all. 

Chairman Kine. Without objection, the committee will recess until 
2:30. 

Mr. Curtis. I want to ask a question here. Did you have any 
income besides gambling and your salary in the year 1951? 

Mr. Horricurer. No. 

Mr. Curtis. Did you receive any gifts? 

Mr. Horricurer. For.the house, yes, sir; ash trays, and a couple 
of bottles of liquor; but cash, no. 

Mr. Curtis. Cash or its equivalent ? 

Mr. Horricurer. No cash gifts. It was just things for the house 

Mr. Curtis. That is all. 

Chairman Kine. At 2:30 you will return, gentlemen. 

(Whereupon, at 1: 10 p. m. the committee recessed until 2:30 p. m 
the same day.) 

AFTER RECESS 


Chairman Kine. The committee will come to order 

Mr. Kean. Mr. Chairman, may I ask a question ? 

Chairman Kine. Mr. Kean. 

Mr. Kean. Can you tell me something about this man Packy to 
whom you referred¢ Where was he to be found ? 

Mr. Horricutrer. He used to come 

Mr. Kean. Where was he to be found ? 

Mr. Horricurer. I used to meet him near the building I worked in 
at 90 Church Street. 

Mr. Kean. The office of the Bureau ? 

Mr. Horricurer. That is right. I used to meet him on the corner 
as I went to lunch. 

Mr. Kean. He used to hang around? 

Mr. Horricutrer. He came around near lunch time. 

Mr. Kean. Did other employees of the Bureau do business with 
him, or would he just hang around for the purpose of doing business 
with you? 

Mr. Horricutrer. Well, once in a while someone would make a little 
bet and tell me to put it up. 

Mr. Kean. He had no regular office that you know of ? 
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Mr. Horricuter. No; because all the phones were taken out in 
the bookmakers’ places. In the last year they had a lot of trouble. 
They used to have phones at one time, but it was discontinued. 

Mr. Kean. Well, the only way that you would have been able to get 
in touch with him in 1951 was by mee ting him at the corner? 

Mr. Horricurer. That is right. When I first met him I told him 
where I worked. He knew where I worked. 

Mr. Kean. Then every day he would meet you there at the corner? 

Mr. Horricuter. He did not come eve ry day. Sometimes he would 
miss a day. 

Mr. Kean. Sometimes he would miss a day ¢ 

Mr. Horricnter. Yes. 

Mr. Kean. And he would give you the tips on the horses? 

Mr. Horricnuter. That is right, and he would ask me about the 
fights. 

Mr. Kean. You did not know anything about the horses 

Mr. Horricnrer. I never knew much about them. 

Mr. Kean. You just followed out what he suggested ? 

Mr. Horricuter. That is right. “This.” he said, “was hot informa 
tion, and a lot of people are playing.” He got the word on it. 

Mr. Kean. He must have been pretty successful in the advice that 
he gave ¢ 

Mr. HorricutTt R. Well. there were some losses In bet ween. He 
wasn't always W inning. 

Mr. Kean. But on the whole, during the vear 1951, while you made 
$7,500 through his tips—— 

Mr. Horricuter. That is right, and he made money on my fights 

Mr. Kean. Well, how about those fights? How did you happen to 
be able to give t Ips on fichts ? 

Mr. HorricutT! r. I have studied fights ever since I was a fighter I 
was in the game at one time. 

Mr. Kean. Oh, you were a fighter at one time yourself ¢ 

Mr. Horricurrr. I was an amateur boxer. I was in the Golder 
Gloves and other tournaments. I was in about 14 or 15 fights. 

Mr. Kean. How did you get the information as to who was the best 
fighter ? 

Mr. Horritcuter. | studied the styles of fighters. 

Mr. Kean. You studied the stvles? 

Mr. Horricurer. I knew the styles of fighters. 

Mr. Kean. Would you go to see them in the gymnasiums? 

Mr. Horricuter. Once in a while I used to watch them. I could tell 
by seeing them on television. 

(Whereupon, the witness consulted with his counsel.) 

At one time I wrote a few articles for the New York Post on boxing. 

Mr. Kean. On boxing? 

Mr. Horricnurer. That is right. 

Mr. Kean. And vet it was only in the year 1951 that you were able 
to make any money out of your knowledge of the fight game 

Mr. Horricurer. Well, the years before I had won on my fights; 
but I made up for the losses I hs ad on some horses. 

Mr. Kean. I see. 

Mr. Horricurer. I used to go to the track once in a while. 
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Mr. Kean. I see. You just had the irresistible urge to gamble, so 
that you would gamble not only on the thing that you knew, but you 
would gamble on things you didn’t know, ‘and the money that you 
made on the things that you knew, you lost on the things that you 
didn’t know. 

Mr. Horricnrer. It is like a business. That is why I prefer fights. 

Mr. Kran. Well, if you were going to make $7,500 on the horse races, 
it was just as well that in that year you did not stick to your fights be- 
cause you made more money out of the horse races, according to your 
story, than you did out of the boxing. 

Mr. Horricurer. That is right. I was betting a little heavy on 
fights. 

Mr. Kean. How did you bet on the fights? Did you do it through 
a bookie? 

Mr. Horricurer. I gave it to this Packy. I says, “Can you get upa 
good bet ¢” 

He says, “Yes, I will bet with you, and I will give it to another 
friend of mine.” I told him the name of the fighter. 

Mr. Kean. You never knew Packy by anything else except the name 
P ac ky 4 

Mr. Horricurer. No; they never give you their right names, just 
the name they use. 

Mr. Kean. Was Packy still there when you last were down there? 
Was he still hanging around? 

Mr. Horricurer. He left when this Stamp Act came out in Novem- 
ber, the Stamp Act. I guess he went south to California or some- 
where. It chased all of the bookies out, I imagine. 

Mr. Kean. The Stamp Act is in existence in California also. You 
think maybe they do not enforce it as well in other places as they do 
in New York? 

Mr. Horricurer. They all have left New York. 

Mr. Kean. Then, to satisfy your passion for gambling since we put 
in the Stamp Act, you went to the fights ? 

Mr. Horricurer. That is right. In fact, I would like to take a 
bet on the fight tonight if I could get it up. 

Mr. Kean. There is going to be one tonight? 

Mr. Horricurer. Yes; Jonnie Saxton. 

Mr. Kean. Is that going to be on television ¢ 

Mr. Horricurer. I imagine so. 

Mr. Brrxes. What kind of odds would you give on that fight ? 

Mr. Horricnrer. I imagine about 2 to 1. 

Mr. Kean. You pick these fighters by style? 

Mr. Horricwrer. That is it. 

Mr. Kean. You said you won a good deal of money on my fellow 
New Jersey man Wale ott against Charles? 

Mr. Horricurer. That is right. 

Mr. Kean. In spite of the fact that they had fought before and 
Charles had won? 

Mr. Horricurer. That is right. 

Mr. Kran. And the style was the same? 

Mr. Horricnter. That is right, but I can’t see the odds at 4 to 1. 

Mr. Kean. Oh, it is the odds. 

Mr. Horricnrer. Sometimes the odds will make you go to a fight. 
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Mr. Kran. And the reason that appealed to you was on account of 
the fact that the odds were wrong? 

Mr. Horricurter. [ thought they fought a close fight before that, 
und I can’t see 4 to 1 on that fight. 

Mr. Byrnes. How much did you make on the fights in 1950? You 
said that you balanced off. You bet on firhts for some periods of time 
ind then lost on the horses. How much did you make on your fights 
n 19507 

Mr. Horricrrer. Well, it would be hard to say on that. I imagine 
S500, 

Mr. Byrnes. $3,500 % 

Mr. Horricurer. $4,000. 

Mr. Byrnes. You mean that you lost that same amount at the track 
r through the bookie? 

Mr. Horricutrer. You mean in winnings ? 

Mr. Byrnes. No. I am talking about the year 1950, not 1951. 1950 
was a evood year! 

Mr. Horricurer. Well, I didn’t have much money to bet in that 
year. That is, I used to bet like $10 on something. 

Mr. Byrnes. Did you make quite a little on the fights in 1950? 

Mr. Horricurer. If I won on a fight then I would probably bet on 
1 horse. 

Mr. Byrnes. I am not talking about if you did something. I am 
talking about what you did, what did happen. 

Mr. Horrtcurer. I bet on the fights. 

Mr. Byrnes. How much did you make in 1950? 


Mr. Horricurer. I used to bet $10 on a fight or $1: I dlidn’t have 
uch money at that time 

Mr. Byrnes. About how much did you make in 1950? Can you 
riescsc / 

Mr. Horricurer. [ can’t remember. It might have been $100, may 


SLDO. 
Mr. Byrnes. That is all? 
Mr. Horricurer. That is all 
Mr. Byrnes. You didn’t bet on many fights in 1950, or bet much 
money on fights in 1950 

Mr. Horricuter. Well, I said I was betting maybe $10 or $15. It 
ould have been 10 fights. 

Mr. Byrnes That would be about all? 

Mr. Horricurrr. That is right. 

Mr. Byrnes. But in 1951 you started getting into this gambling 
| retty heavy c 


Mr. Horricnrer. That is right. 
Mr. Byrnes. How did you get your first stake when you started 
ffin 1951? You said that you had a big roll—I don’t know the words 


that you used to express it. 

Mr. Horricurer. I said it is like a dice game. You get started with 
$20. When you get a couple of hundred in your hand, you start fading 
larger amounts 

Mr. Byrnes. Where did you get your stake to begin your big betting 
n 1951? ; , 

Mr. Horricurer. This Packy gave mea horse that clicked 

Mr. Byrnes. When was that? 
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Mr. Horricurer. That was around the end of January, the begi: 
ning of February. 

Mr. Byrnes. How much did it click by / 

Mr. Horricurer. I think I won $1,000. 

Mr. Byrnes. Do you remember what horse that was‘ 

Mr. Horricnrer. Yes. It was Mah Heavens. 

Mr. Byrnes. At what track was it running? 

Mr. Horricurer. It is an out-of-town track. 

Mr. Byrnes. Do you not remember what track it was‘ 

Mr. Horricurter. I don’t know. I know it was out of town. 

Mr. Byrnes. It was in the latter part of January ? 

Mr. Horricuter. That is right, or the first week in February. 

Mr. Byrnes. How much did you bet on that race on which you wo: 
that thousand dollars ¢ 

Mr. Horricurer. The first bet was $20. 

Mr. Byrnes. One dollar? 

Mr. Horricuter. Twenty dollars. 

Mr. Byrnes. And you were paid off $1,000? 

Mr. Horricurer. It paid off more than that. I was paid 50 to 1 by 
the bookmaker. The bookmaker doesn’t give you more than 50 to | 
unless you are at the race track. The race track gives you the official 
odds. 

Chairman Kine. Will you try hard to speak up as best you can? It 
is very difficult to get your diction up here. 

Mr. Byrnes. On that $20 bet you made $1,000? 

Mr. Horricurer. That is right. 

Mr. Byrnes. After that how much would you bet on the races ? 

Mr. Horricurer. Well, then I started to bet a little heavier. 

Mr. Byrnes. What would be the biggest bet you ever made in 1951 / 

Mr. Horricurer. You mean on the races or the fights? 

Mr. Brrnrs. On the races. 

Mr. Horricurer. I imagine about $100. 

Mr. Byrnes. Did you make any bigger than that ? 

Mr. Horricurer. Fifty to one hundred dollars. 

On the fights I bet more than that. 

Mr. Byrnes. How much would you bet on the fights ? 

Mr. Horricuter. Well, on the Walcott fight I bet $200. 

Mr. Byrnes. Is that the most you ever bet on a fight ? 

Mr. Horricuter. Yes. 

Mr. Byrnes. How would you get paid off # 

Mr. Horricurer. He would come around near the building. 

Mr. Byrnes. At the corner? 

Mr. Horricurer. That is right. 

Mr. Byrnes. Would he come there with $1,000 in cash and meet 
you at the corner and pay you off ? 

Mr. Horricurer. I would meet him across the street in the shoe 
shine parlor. There was a shoeshine parlor across the street. 

Mr. Byrnes. What did he have, a little black bag? 

Mr. Horricurer. You mean Packy ¢ 

Mr. Byrnes. Yes. 

Mr. Horricurer. He had no black bag. 

Mr. Byrnes. How did he pay you off ? 

Mr. Horricnrer. He just gave it to me. 
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Mr. Byrnes. What kind of currency? Was it 10-dollar bills or 
() dollar bills? 

Mr. Horricurer. It was 10's, 20’s, 50’s. It was always in different 
lenominations. 

Mr. Byrnes. When he paid you off this $1,000 at the end of January, 

ow did he pay you, in $50 bills? 

Mr. Horricu TER. There were some 50’s in there: yes 

Mr. Byrnes. You say “some.” Do you have any idea as to what 
vas the denomination of most of the bills you got ? 

Mr. Horricutrer. Well, 20° 

Mr. ByrneEs. He just pulled those out of his pocket ¢ 

Mr. Horricutrer. No. I used to take a walk with him and he 

inded it to me in a phone booth or the shoeshine parlor. Nobody was 

there and he would get ashine. He had a rubber band around it. 

Mr. Byrnes. Did you count the money then ? 

Mr. Horricutrer. No. I never knew what he was giving me. That 

is no one’s business but mine. When I got home I counted it. 

Mr. BYRNES. You would clive this fellow $100 to bet on a race and 
you never knew where you would communicate with him? If he never 
showed up on the street corner, you would be lost ? 

Mr. Horricuter. I mean I had that money. How much can I lose? 
I started with a $20 bill. 

Mr. Byrnes. After that you were making hundred-dollar bets with 

mi ¢ 

Mr. Horricurer. I don’t think I bet a hundred right away. It was 

lways smaller than that. If you had $1,000 on a man, why would 
you be afraid of him running out with $40 or $50? 

Mr. Byrnes. You never did know where you could get hold of him 
f he did not show up on the corner? 

Mr. Horricurer. No. He just said, “I will be around in a day or so.” 

Mr. Byrnes. So you would go to that corner every day just to make 

re whether he was there or not / 

Mr. Horricuter. I used to pass that corner as I went to lunch. I 
vent to lunch 10 to 12. I would look across the street. If he wasn’t 

ere, I would look for him on the corner. He had other stops, you 

now. He had to go to other places. 

Mr. Byrnes. Was hea pre tty big operator ¢ 

Mr. Horricurer. Well, he says, he can get off any kind of bet if 
| have anyone who wants to play big. 

Mr. BYRNES. Do you know any other people who place bets with 

m ¢ 

Mr. Horricntrer. Only at the track. I met him at the track a few 
times on Saturday. He used to go to the track quite often on Sat- 

rday. 

Mr. Byrnes. Do you know anybody else who placed bets through 
him as a bookie? 

Mr. Horricuter. No. 

Mr. Byrnes. You had no experience with him as far as his relia- 
bility was concerned ? 

Mr. Horricnutrer. No. He just told me he worked for pretty big 
people, Jersey outfits or Cedarhurst. 

Mr. Byrnes. Just what he told you, not what anybody else told 
you; is that it? 

Mr. Horricnurer. That is right. 
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Mr. Kean. When you won these substantial sums of money and 
thought that he was such an awfully good man giving you tips 

Mr. Horricurer. He didn’t give me tips. He was well paid for 
it. I gave him plenty of fights. He was doing all right. 

Mr. Kean. I say, when you found that he was such a good man at 
the horses, you did not tell any of your friends and recommend him 
to any of your friends so that they also were to do business with 
him ¢ 

(Whereupon, the witness consulted with his counsel.) 

Mr. Horriciirer. Well, you dont go around talking about a thing 
like that to everyone. I told some of my friends I was getting in- 
formation. 

Mr. Kean. but you didn’t recommend him to any of your friends? 
You kept that right under your hat ? 

Mr. Horricurer. Well, he told me not to spread it too much. He 
said, “Some big people are playing these horses and don’t spread it.” 
Mr. Kean. He intimated that these horse races were not straight. 

Mr. Hornriciurer. No. He said, “Some big people are playing 
them.” 

Mr. Kean. Planning them ¢ 

Mr. Horricurer. No; playing them. 

Mr. Kean. Playing them—lI misunderstood the word. 

Mr. Horricurer. He said there was a strong order on these horses, 
and not to spread it too much. 

Mr. Kean. When you got this $1,000 the first time, where did you 
keep it, what did you do with it? 

Mr. Horricurer. I gave it to my wife. 

Mr. Kean. You gave it to your wife and she kept it at home, and 
then when you wanted $100 or $200 to bet further you would get the 





_— 


money from her? 

Mr. Horricurer. That is right. 

Mr. Kean. What did she do, keep it in a drawer or keep it around 
the house ¢ 

Mr. Horricurer. She kept it around the house. 

Mr. Kean. In some private place ? 

Mr. Horricurer. That is right; in the closet. 

Mr. Kean. Well, I am not asking where your wife keeps her valu- 
ables because this is a public session and somebody might hear it and 
might want to look for other valuables. 

That is all, Mr. Chairman. 

Mr. Byrnes. You never told anybody about this Packy? You 
never referred anybody to Packy ? 

Mr. Horriciutrer. You mean to place bets? 

Mr. Byrnes. Yes. 

Mr. Horricurer. Well, I put up a few bets with some people with 
him. 

Mr. Byrnes. Did you refer anybody else to him so that they could 
place bets with him ¢ 

Mr. Horricurer. You mean introduce them ? 

Mr. Byrnes. Yes. 

Mr. Horricurer. No. 

Mr. Byrnes. Did you tell your friends at the monument works? 
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Mr. Horricuter. They knew I used to bet, but they weren’t in the 
city. They were a Brooklyn outfit. I used to meet him in New 
York. 

Mr. Byrnes. Yes, but he operated all over, he said. 

Mr. Horricutrer. No. His hang-outs were in the city. I mean 
he was uptown, downtown, around Forty-ninth Street. 

Mr. Byrnes. You never introduced anybody else to him ? 

Mr. Horricurer. No. I used to go to the track with a couple 
of fellows tothe races. I told them that was Packy. 

Mr. Curier. May we have one moment to talk with Mr. Hofrichter ? 

Chairman Kine. Certainly. 

Mr. Curter. Go ahead and tell them now. 

May I ask him a question ? 

Chairman Kine. Yes, sir. 

Mr. Curier. Isn't it true that you told us, your lawyers, that there 
were many other people in the office placing bets with the same man? 

Mr. Horricurer. Yes. I put it up to “them. I placed the bets 
for them. 

Mr. Curier. One of the Congressmen asked you about that, and 
you said nobody else in the office. Didn't you tell us that many of the 
people in the office were in the habit of placing bets? 

Mr. Ilorricurer. I said I placed bets for other people. 

Mr. Courter. All right. 

Mr. Kean. You always handled them? 

Mr. Horricurer. That is right. 

Mr. Kean. For the other people ? 

Mr. Horricnrer. Well, I was the one that knew Packy. 

Chairman Kine. You did it entirely on a friendly basis? I mean 
you didn’t get any commission out of it, or anything like that? 

Mr. Horricnrer. No; that is right. They used to ask me to predict 
a fight, if I was betting. 

Chairman Kine. And they would give you some money and you 
would go and place the bet? 

Mr. Horricurer. That is right. 

Chairman Krine. Perhaps that was the reason why Packy was 
always hanging around, because, in addition to the $100 bets that you 
were mi aking, he would get more mone y from the other people that 
you would collect the bets from ? 

Mr. Horricurer. No; there wasn’t much money bet. He wanted 
ine to predict coming fights. 

Mr. Byrnes. You acted then as a middleman between Packy and 
some of the other employees: is that it ¢ 

Mr. Horricnrer. That is another way of putting it. 

Mr. Byrnes. In other words, you took bets from other people in the 
Bureau ? 

Mr. Horricuter. I placed the bets for them. 

Mr. Byrnes. You took the money, went to Packy, and gave him 
the money to put on a horse; is that it ? 

Mr. Horricuter. Yes. I placed the bets for the others, as a con- 
venience to some people. 

Mr. Byrnes. All right. Now, who would make the collections? 

Mr. Horricurer. I would. 

Mr. Byrnes. Did they make any bets on the fights, the other em- 
ployees in the office ? 
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Mr. Horricurer. Once in a while they would win on the fights. 
They didn’t bet on all of the fights. If it was on television, they said, 
“Who do you think will win it?” 

They bet $5. 

Mr. Byrnes. They didn’t have as much success as you did, or did 
they? 

Mr. Horricurer. Well, what do you mean by that? 

Mr. Byrnes. I mean they didn’t win as much. You started out at 
the beginning of 1951 and made $7,500 in the races. Now, did these 
other people bet as much as you did? 

Mr. Horrtcurer. They didn’t bet steadily, once in a while. 

Mr. Byrnes. Did they do just as well, some of them ? 

Mr. Horricurer. It was isolated bets. They bet once in a while 
on something they liked. 

Mr. Byrnes. On something they liked ? 

Mr. Horricurer. That is right. They asked me—if there was a 
big fight on television, they would ask me about it. 

Mr. Byrnes. I am not talking about the fights now. I am talking 
about the horse races. 

Mr. Horricurer. Once in a while they bet on a horse, a couple of 
bucks. 

Mr. Byrnes. That is all, a couple of bucks? 

Mr. Horricnrer. Yes. There were no big bettors. 

Mr. Byrnes. You were the only one that was doing any big betting? 

Mr. Horricurer. That is right. 

Mr. Byrnes. And you would pick up the money? 

Mr. Horricurer. That is right. 

Mr. Byrnes. For these other employees on their bets? 

Mr. Horricurer. Yes. They didn’t know Packy. 

Mr. Byrnes. You just collected the money ? 

Mr. Horricurer. Yes. 

Mr. Byrnes. And turned it over to the people in the Bureau ? 

Mr. Horricuter. That is right. 

Mr. Curter. May I read a paragraph from a letter that he sent to 
the committee—I beg your pardon, that he sent to the Department 
head who had him on charges. I am reading from page 2, the bottom 
of page 2 of his letter of February 29, 1952: 

Placing bets on fights and horses was a general occupation among some of the 
best people of the city as well as some of the best people in the Department of 
the Government at which I worked. I have never really felt the seriousness 
involved in violating section 36 of the rules of the United States Department of 
Internal Revenue. Betting was not considered by any of us illegal, immoral, 
or exhibiting moral turpitude or any more serious an infraction of law than 
gambling on Wall Street. A tip on the market was considered by us the same as 
a tip on the horses, or on the fights 

That is in answer, Congressman Byrnes, to one of the questions you 
asked which I didn’t think you got the right answer to, and as to which 
I tried to bring out the facts to the best of our ability as counsel. 
After all, this story was told all along before we met the client. We 
were faced with all of this evidence, and we tried to get the facts. 

Mr. Byrnes. Thank you. 

Mr. Kean. You must have felt pretty badly when this committee 
brought out the gambling tax so that you were not able to make this 
large sum of money that you did in 1951? 
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You did feel pretty badly, didn’t you? 

Mr. Horricurer. I don’t know how to answer that. 

Chairman Kino. Mr. Hofrichter, if some of the boys were inter- 
ested in placing a bet and they knew you were going to go out to the 
bookie, they could merely as friends give you what little they wished 
to bet on a horse and you merely accommodated them ¢ 

Mr. Horricnurer. That is right. 

Chairman Kine. That isn’t an unusual practice in many offices, is 
it? You could not all be parading eut to give the bookmaker the bets, 
piece by piece. It is not unusual for employees of an office who are 
entertaining themselves with horse-race betting to find someone work- 
ing in the office to go out to the bookie with the accumulated $2 from 
this one and $1 from this one and to bring back the winnings by the 
same method. That is not an unusual practice, as I understand your 
testimony ¢ 

Mr. Horricurer. No, it is not unusual. 

Mr. Byrnes. You mean to tell me that-it was a general practice in 
your office for most of the employees to be engaged in betting on the 
horses ¢ 

Mr. Horricurer. No, it wasn’t done every day. 

Mr. Byrnes. But I mean it was quite the general practice, there 
was nothing unusual about it? 

Mr. Horricurer. No, I don’t think so. 

Chairman Kine. You don’t mean that most of the employees placed 
those bets ? 

Mr. Horricurer. No, a few of them. They used to have baseball 
pools in the summer on the world series. That was betting 50 cents a 
person. It wasa small type of bet. 

Mr. Byrnes. But it is a little different than betting on the horses 
through a bookie, is it not ? 

Mr. Horricurer. It is still betting. You are losing 50 cents a man. 

Mr. DeWinp. Mr. Hofrichter, prior to 1951, did your losses exceed 
your winnings in every year ? 

Mr. Horricurer. Well, it might have been $50 up or down. 

Mr. DeWinp. You just about broke even, you think ? 

Mr. Horricurer. That is right. 

Mr. DeWrinp. How do you know that? Did you keep a record? 

Mr. Horricnrer. I could tell by the way my money was. I didn’t 
bet—— 

Mr. DeWrnp. I beg your pardon? 

Mr. Horricuter. I didn’t bet too steadily in those years. I didn’t 
have the money. 

Mr. DeWrnp. I am not talking about how steadily you bet. How 
did you know that your lossses were more than your winnings, or not? 

Mr. Horricuter. Well, by the money I had at the end of the year. 

Mr. DeWinp. You would just look around at the end of the year 
and see how much cash you had and figure out whether you had won 
or lost ? 

Mr. Horricurer. That is right. 

Mr. DeWinp. But you never kept any record at all? 

Mr. Horricuter. No. 

Mr. DeWrnp. Did you ever show any net winnings on any tax 
return ¢ 
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Mr. Horricurer. No. 

Mr. DeWrnp. And you are pretty sure you lost money every year? 

Mr. Horricurer. Well, I wouldn’t say I lost money, but 1 would 
stay about even. 

Mr. DeWinp. You just precisely stayed even ? 

Mr. Horricurer. That is right ; maybe $50 won or lost. 

Mr. DeWinp. Now, prior to 1951, did you bet mostly on the fights or 
on the horses ¢ 

Mr. Horricirer. Well, I even bet on baseball games once in a while. 

Mr. DeWinp. Let’s leave the baseball games out. Did you do most 
of your betting on the fights or on the horses ¢ 

Mr. Horriciurrr. About the same. 

Mr. DeWinp. You mean you divided your bets, and you found that 
that worked out just about to a break-even point ? 

Mr. Horricnurer. Sometimes I bet two fights to one horse, but I 
might bet more on the horse. I was always trying to roll it up. 

Mr. DeWinv. But you never kept any record whatsoever of what 
you won or W hat you lost ? 

Mr. Horricurer. No. 

Mr. DeWinp. So at the end of the year you would just make a guess? 

Mr. Horricurer. That is right. 

Mr. DeWinpb. So you might have failed to report taxable income on 
your fax returns from failure to keep records ¢ 

(Whereupon, the witness consulted with the counsel.) 

Mr. Horricurer. If I had any money. | would have reported it. 

Mr. DeWrnp. But you couldn't tell, 1 thought you just said, whether 
you won or whether vou lost ¢ 

Mr. Horricurer. Well, I could tell. I could tell the way I was 
betting. 

Mr. DeWinp. Could you tell even within a couple of hundred 
dollars ¢ 

Mr. Horricuver. Oh, ves. 

Mr. DeWinp. How could you t ll that? 

Mr. Horricurer. I could tell by the bets I made. 

Mr. DeWinp. Well, you didn’t keep any records of the bets, did 
you! 

Mr. Horriciurer. I could tell by what I had and what I spent and 
what L had left. 

Mr. DeWinp. Well now, at the end of each of the years in question 
here, from 1945 to 1950, vou had several thousand dollars in cash in 
the bank ¢ 

Mr. Horrtcurer. That is mght. 

Mr. DeWinvp. How could you tell whether there were betting win 
nings in there or not ¢ You had a lot of cash at the end of each vear. 

Mr. Horricurer. Well, my wife handled all of that. I don’t know 
about that. 

Mr. DeWinp. Your wife handled your betting for you ? 

Mr. Horricirer. No. She handled everything in the house; the 
bank books and my pay. 

Mr. DeWtnp. You turned the cash over to her and it went back 
into the bank. But how did you know whether you had any winnings 


or los ses ¢ 
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Mr. Horricuter. I knew because I knew I wasn’t ahead in those 
years. 

Mr. DeWrnp. I beg your pardon ? 

Mr. Horricnurer. | wasn’t ahead in those years. 

Mr. DeWinp. How did you know ¢ 

Mr. Horricurer. Well, | knew I wasn’t. 

Mr. DeWrnp. But you kept no record. Don’t tell me that you 
could remember every bet you made. 

Mr. Horricurer. | didn’t say I made many bets. 

Mr. DeWinp. How many would you guess you made in the year 
19504 ¥ 1 

Mr. Horricirer. I imagine 10 bets. 

Mr. DeWinp. No more than 10 bets? 

Mr. Horricuter. No, that is right. I didn’t have the money. 

Mr. DeWinp. How about 1949, no more than 10 bets / 

Mr. Horricirer. I can’t remember that far back. 

Mr. Kean. May | interrupt at that point ? 

Do you mean that Packy would hang around looking for you if 
you were only betting 10 times in a year ¢ 

Mr. Horricurer. Certainly, he wanted to know about the fights. 

Mr. Ky in. I see. You only bet 10 times on the horse races, but you 
did bet more on fights ? 

Mr. Horriciurer. Yes. I used to bet $5 or $10 on a fight. 

Mr. DeWinv. With the tips that this fellow Packy had on the 
horses, why should he care about getting any information from you 
on the fights? 

Mr. Horricutrer. Because I gave him fighters before he gave me 
tips, before he ever gave me any horse t Ips. 

Mr. DeWinp. Before he gave you tips, but presumably he had them 
all the time ¢ 

Mr. Horriciurer. He had what 4 

Mr. Di Winp. He had tips all the time, didn’t he / 

Mr. Horricurer. No. 

Mr. DeWinv. When he came into some special knowledge in 1951, 
I mean. 

Mr. Horricurer. I met him once at the track. 

Mr. DeWinxv. The new year was quite a thing with Packy. Right 
after the new year he had some real stuff for you / 

Mr. Horricutrer. Some fellow told him, *That is the fellow who 
can ple k the fights.” so I started talking to Packy. So he asked me 
about a couple of fights and I gave him the man. 

Mr. DeWtnp. Now, all of this information that you gave Packy 
prior to 1951 didn't do you much good because it was about a break 
even proposition; is that right? 

Mr. Horricurer. That is right. 
Mr. DeWinp. But he prized the information very highly, didn’t 
/ 


] 
rit 


Mr. Horricurer. The information on what, the fights? 

Mr. DeWIinp. Yes. 

Mr. Horricurer. That is right. He was making money himself 
Mr. DeWinxv. But you weren't making any ¢ 

Mr. Horricurer. In what year? 

Mr. DeWinp. In 1950. 
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Mr. Horricurer. Well, I didn’t have the money to bet. I was 
betting $5 and $10. I didn’t have any money to sink in it. 

Mr. DeWinv. He was making a lot of money on your tips? 

Mr. Horricurer. I didn’t ask him. He said he was doing pretty 
well. It wasn’t a tip on my part. It was a prediction. 

Mr. DeWinpv. Well, he made a lot of money, but you didn’t. 

Mr. Horricurer. I didn’t say a lot of money. I say he was doing 
all right. 

Mr. DeWinv. Well, even with $10 bets, you know, if you were so 
successful you could have run it up. 

Mr. Horricurer. I used to bet horses once in a while or bet a ball 
fame. 

Mr. DeWtnp. You lost on the ball games and on the horses while 
you were winning on the fights? 

Mr. Horricutrer. Yes. I bet a ball game once in a while in the 
Summer, 

Mr. DeWtnp. All right, let us go to the year 1951. Have you made 
out your Federal income-tax return yet ¢ 

Mr. Horricurer. It is in the hands of an accountant. 

Mr. DeWinp. Now, how much in winnings are you reporting on this 
return for the year 1951 ¢ 

Mr. Horricurer. I haven't reported yet. 

Mr. DeWinpv. Well, how is your accountant preparing the return 
for you if you haven't told him? 

Mr. Horricirer. I got an extension of 60 days. He has most of 
the records. 

Mr. DeWinp. You say you have obtained an extension of time to 
file the return ¢ 

Mr. Horricurer. That is right. 

Mr. DeWinp. Have you given him all of the records that you have? 

Mr. Horricurer. He has most of them; yes. 

Mr. DeWinp. What records does he not have? 

Mr. Horricurer. Well, I have to bring him the bank books. 

Mr. DeWinpv. You have not given him the bank books as yet? 

Mr. Horricutrer. No; and we have some bills and the furniture 
receipts. 

Mr. DeWinp. What have you told him about the racing winnings? 

Mr. Horricutrer. What have I told him? 

Mr. DeWInNp. Yes. 

(Whereupon, the witness conferred with his counsel. ) 

Mr. DeWinpv. Well, now, Mr. Hofrichter, unless you want legal 
advice from your attorneys as to your rights, I would suggest that 
you do not consult with them. Just answer the questions to the best 
of your ability, and if you want legal advice turn to them. 

Now, what have you told your accountant about the winnings? 

Mr. Horricurer. Well, he told me that he will have to check with 
all of the bills when I give them to him. He has most of them. 

Mr. DeWinp. What have you told him about your gambling win- 
nings? 

Mr. Horricurer. I told him I spent most of it on the house, buying 
things. 

Mr. DeWrnp. That is all you have told him? 

Mr. Horricurer. That is right. 
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Mr. Kean. You have been connected with the Bureau for a great 
many years! 

Mr. Horriciurer. Twenty-five years. 

Mr. Kean. Why do you have to employ an accountant to make up 
your Income-tax return ¢ 

Mr. .Horricnrer. I wil! tell you why. I never knew accounting. 
That is why I never advanced myself. 

Mr. Kean. I never had any accounting and I have always made up 
my own income-tax return 

Mr. Horricurer. I don’t know anything about accounting. 

Mr. Kean. As the chairman said, I won't tell you how long it takes 
me to do it. 

Mr. DeWinp. Who is your accountant, Mr. Hofrichter ? 

Mr. Horricurer. Mr. John Castell. 

Mr. DeWinv. How do you spell the last name ? 

Mr. Horricirrer. C-a-s-t-e-l-l. 

Mr. DeWinp. Where is his office? 

Mr. Horricirer. It is in the Times Building. 

Mr. DeWrnp. Has he ever prepared a tax return for you before ? 

Mr. Horricuter. No. 

Mr. DeWINpb. So you have not had to have help before on your tax 
return ¢ 

Mr. Horricutrer. I would get some in the office. 

Mr. DeWrxp. What happened this year that made you think that 
you better get Mr. Castell / 

Mr. Horrtcurer. Investigating—and it is complicated. I mean I 
never had this done before. , 

Mr. DeWinp. Was there anything complicated? All you have to 
do is to recall your gambling winnings. 

Mr. Horricurer. It is figuring it through. I haven't rot a head 
for that. 

Mr. DeWinp. Well, how about this little problem that we have de 
veloped here this morning? Your gambling winnings did not exceed 
$10,000, vou have said, and you have expenditures of something like 
$3,000 in excess of vour salary and the available cash. What about 
that ¢ 

Mr. Horricirrer. Well, I might have won more than that. 

Mr. DeWrtnp. You say now you won $13,000? 

Mr. Horricurer. I don’t know. Maybe it is less than that. 

Mr. DeWrnp. Well, haven't you testified under oath that under no 
circumstances could your winnings have exceeded $10,000 ? 

Mr. Horricurer. That was what I told Mr. Schapiro in the last 
meeting. 

Mr. DeWrnp. Well, didn’t you testify under oath 

Mr. Horricurer. He said, “Should I put down $10,000 and no 
more?” T said, “All right.” 

Mr. DeWrnp. I think you said that under no circumstances could 
the amount have exceeded $10,000. 

Mr. Horricnrer. I told him, “It is hard to figure it out,” but he 
insisted. 

Mr. DeWrnp. Now you say that you may have won $13,000? 

Mr. Horricuter. It may be $12,000. I don’t know what I won. 
How can I give you a figure on that? It is hard to give a figure on a 
thing like that. 
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Mr. DeW inp. Well, your position seems to be that whatever you 
spent you won in gambling? 

Mr. Horricurer. That is right. 

Mr. DeWinp. Well, you like to change your testimony, but not until 
you are confronted with something that is inconsistent. The very 
first time that Mr. Weiss spoke to you about this gambling business, 
did you not tell him that your total gambling winnings were $5,000 
in 1951 and then your wife made you stop ? 

Mr. Horricurer. I never said that. 

Mr. DeWinp. You never said that? 

Mr. Horricuter. No. 

Mr. DeWinpb. You are quite positive you never said that? 

Mr. Horricurer. I am quite positive 1 never said that. There must 
be some mistake there somewhere. My wife wanted me to stop. She 
said, “Stop before you lose the money.” She was holding the money 
until we put the money in a house. 

Mr. DeWinp. You are quite sure that you didn't tell Mr. Weiss 
that all you won was $5,000? 

Mr. Horricurer. I am sure. 

Mr. DeWtinp. And you are also certain that you did not tell him 
that then your wife made vou stop ? 

Mr. Horricurer. No. She wanted me to stop. 

Mr. Byrnes. She had the money, didn’t she? You turned every- 
thing over to her? 

Mr. Horricurer. She held it until we bought the house, and then 
L took over. 

Mr. Byrnes. You took over after that ? 

Mr. Horricurer. Yes. 

Mr. DeWinp. Do you remember on March 11, 1952, when you were 
questioned under oath that this question was asked of you: 

Hlow can you be positive you didn’t win $30,000? 

Answer. Because I know I didn’t win $30,000. I won under $10,000 

Question. You are sure of that? 

Answer. Yes 

Question. Absolutely positive? 

Answer. That’s right 

Question. You couldn't be wrong on that? And if it should turn out that you 
spent $30,000 in connection with your house, where did the money come from? 

Answer. It just wouldn't be. 

Question. You wouldn't know where it came from? 


Answer. That's right. 

Question. For anything more than $10,000, you just wouldn't know where it 
came from? 

Answer. That's right. 

Question. You're sure about that? It couldn't possibly be that anyone loaned 


you anything? 
Answer, No, I didn’t need any loans, I was making the money 


Question. You didn’t get any gifts? 


Answer. No 
Question. You would be at a complete loss to explain anything more than 


$10,000? 

Answer. Yes 

You seem to be very sure about it there. You could hardly have 
questions and answers that were more definite than those. 

Now you think you have to explain another $3,000 to Packy; is that 
correct ¢ 

Mr. Horricurer. I would have to see what I spent. 
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Mr. DeWinp. When was it that you placed your first bet with 
Packy in 1951? 

Mr. Horricurer. Somewhere near the end of January or in the 
beginning of February. 

Mr. DeWtnv. Wasn’t the date of the race that you placed the bet 
on January 8? 

Mr. Horricurer. I couldn’t tell. I know it was in the end of 
January. 

Mr. DeWinp. Well, did you keep any record of the bets you placed 
with Packy ¢ 

Mr. Horricurer. Do I have a record ¢ 

Mr. DeWrinp. Did you keep a written record ¢ 

Mr. Horricurer. Yes. 

Mr. DeWinp. In January of 1951 you began to keep a record. How 
did you happen to do that ‘ 

Mr. Horricurer. Well, I wanted to see if he was giving me the 
information like he said, tips. 

Mr. DeWrnp. Why did you never wonder about that before / 

Mr. Horricurer. You mean before what / 

Mr. DeWinp. Before 1951. On January 8 you began to wonder 
about Packy. 

Mr. Horricuter. I never got tips before. I just played as I thought 
on my own selections. 

Mr. DeWinp. But right after the new year or on the new year, 
Packy began to give you tips; is that right / 

Mr. Horricuter. That ts right. 

Mr. DeWrnp. And then you began to keep a little record, a written 
record of the bets you placed and how you made out ? 

Mr. Horricuter. That is correct. 

Mr. DeWrnp. And you wanted to know whether you were winning? 

Mr. Horricuter. I wanted to see if he knows what he was talking 
about, because I gave him the fights. 

Mr. DeWinp. You wanted to see whether you were going to come 
out ahead ¢ 

Mr. Horricurer. That is right. He said I was going to get certain 
tips. 

Mr. DeWinp. But from 1946 to 1950 you could tell whether you 
were getting ahead without any records. You kept no records before 
that time. 

Mr. Horricurer. I wasn’t betting heavy then. 

Mr. DeWrnp. I beg your pardon ? 

Mr. Horricuter. I wasn’t betting heavy then. 

Mr. DeWrnp. I thought you said you were betting, but small 
amounts. 

Mr. Horricuter. Yes; $5 or $10 once in a while. 

Mr. DeWrnp. What was the amount of the first bet you placed with 
Packy ¢ 

Mr. Horricutrer. The first bet I made with him? 

Mr. DeWinp. Yes; in 1951. 

Mr. Horricuter. On a horse? 

Mr. DeWinp. Yes. 


Mr. Horricuter. $20 to win on Mah Heavens. 
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Mr. DeWinp. Well, that is not very far out of line with your other 
bets, $5 or 810 or $20. Is that what made the difference / 

Mr. Horricuter. Because he told me it wasn’t a favorite. 

Mr. DeWtinp. He told you what ¢ 

Mr. Horricurer. It wasn’t a favorite. He says, “It is a long shot.” 

Mr. DeW inp. So you thought you could win / 

Mr. Horricurer. He says, “They are going to put it over, the owner 
expects to put it over. 

Mr. DeWinp. Well now, what did you do about that’ When did 
you make the written record ¢ 

Mr. Horriciurer. Right after the horse won. 

Mr. DeWinp. Right after the horse won—you mean you saw the 
result in the newspaper and you wrote it down; is that correct? 

Mr. Horricurer. That is right. 

Mr. DeWrnp. Now, tell me just how you would do that. You 
would be at the office and you would get the racing results. Did you 
have your written record at the office 

Mr. Horricurer. No. I would buy the Telegraph. 

Mr. DeWtnp. I beg pardon ¢ 

Mr. Horricurer. You buy the Morning Telegraph. It is : 
paper. 

Mr. DeWinp. Yes, I see. Then you would see the result. Then 
what did you do? 

Mr. Horricutrer. Then I made a record of it that night. 

Mr. DeWinp. Oh, that night when you got home / 

Now, this written record was always kept at your home, was it? 

Mr. Horricurer. Yes. 1 kept in a drawer. 

Mr. DeWinp. You kept it in a drawer at home? 

Mr. Horricurer. Yes: in a magazine. 

Mr. DeWinp. A magazine in a drawer / 

What sort of record ¢ Was it written on a piece of paper! 

Mr. Horricurer. That ts right. 

Mr. DeWrnp. In ink or in pencil ? 

Mr. Horricurer. Pencil. 

Mr. DeWrnp. So on January 8 you picked up the Morning Tele- 
graph and found that you had won a 20-to-1 shot that brougnt you 
$1,000, and that night you went home and wrote it down on a piece of 
paper in a magazine in a drawer’ You wrote down the record as 
having placed $20 and winning a thousand ¢ 

Mr. Horricnrer. That is right. 

Mr. DeWinp. Now, when was the next race ? 

Mr. Horricurer. Well, I can’t remember that. 

Mr. DeWinpv. Now, let me give you a copy of your little record. 
If you will take a look at the photostat, you see the first item says, 
“January 8, Fla”—I suppose that means Florida ? 

Mr. Horricuter. Yes. 

Mr. DeWrnp. “Mah Heavens.” Then there is a little penciled curl- 
icue that I can’t make out. Then it says, “20-0-0= 1000.” 

Now, that is the entry you made on January 8, is it, of the winnings 
on Mah Heavens / 

Mr. Horricuter. That is right. 

Mr. DeW inp. Now, the next entry is “January 22,” is it not? 

Mr. Horricurer. Yes. 
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Mr. DeWinp. Again it is “Fla” for Florida and the name of the 
horse appears to be “Cub.” 

Mr. seamen Yes. 

Mr. DeWinpv. And then there appears “40—0-0, 650.” 

Mr. Horricurer. That is right. 

Mr. DeWrnp. Now, does that mean that Cub was a 40-to-1L shot? 

Mr. Horricuter. No; that I placed 40 to win on him. Forty to 
win, nothing for second, and nothing for third. 

Mr. DeWinp. I see, and 40 got you 650, about a 15-to-1 shot; is 
that right? 

Mr. Horricurer. That is right. 

Mr. DeEWiNpb. Now, this entry on January 22 is an entry that you 
made that evening when you went home ¢ 

Mr. Horricurer. That is right. 

Mr. DeWinp. And again you had this little piece of paper in the 
magazine in the drawer ¢ 

Mr. Horricurer. That is correct. 

Mr. DeWrnp. All right. Now, the next entry appears to be Jan- 
uary 29, and again in Florida and it says, “Par Boy, 40-0-0, $1,270,” 
is that correct ¢ 

Mr. Horricurer. That is correct. 

Mr. DeWinp. So the $40 got you $1,270 on January 29? 

Mr. Horricutrer. That is right. 

Mr. DeWinp. And you made that entry the same evening, did you, 
on January 29? 

Mr. Horricuter. That is correct. 

Mr. DeWinp. Now, the next entry is February 19 and it says “Fair 
G.” Isuppose that means Fair Grounds? 

Mr. Horricurer. Fair Grounds. 

Mr. DeWinp. Then there is a line drawn and underneath it is 
“Pango Pango, lost, 50-0-0." Does that mean that you lost $50 on 
Pango Pango at the Fair Grounds ¢ 

Mr. Horricutrer. Yes. I will tell you what happened on that race. 
They were both in one race, these horses Pango Pango and Sir Bob. 

Mr. DeWrnpv. Then that is all an entry for the some day, Feb- 
ruary 1? 

Mr. Horricirer. They were both in one race. One was a saver, 
and I played them both. 

Mr. DeWrnp. You put another $50 on Sir Bob? 

Mr. Horricurer. That is right. 

Mr. DeW inp. To win; and that paid you $1,400? 

Mr. Horricurer. That is right. 

Mr. DeWinp. Now, when did you make an entry on a little piece 
of paper ¢ 

Mr. Horricutrer. Well, the day—— 

Mr. DeWinp. On February 19 you would pick up the Morning 
Telegraph and you would find you had won ¢ 

Mr. Horricurer. That is right. 

Mr. DeW rnp. And you would go home and write it in the book; is 
that correct ? 

Mr. Horricuter. That is correct. 

Mr. DeWinp. Now, the next entry is for March 13, “Gulf Park,” 
and it seems to be “Momo’s Boy.” 
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Mr. Horricurer. That is right. 

Mr. DeWrnp. And again it is $50 and it is marked as a loss; is 
that right? You lost $50? 

Mr. Horricurer. Fifty dollars on Momo’s Boy. 

Mr. DeWrxp. Now, the next entry is April 1 at Laurel, and it says, 
“Prince Cole, $30, and Galalad, $30.” Galalad is marked “lost.” 

Mr. Horricurer. They were both in one race. 

Mr. DeWrnp. It is the same situation as on February 19? 

Mr. Horricutrer. One was a saver. 

Mr. DeWrinp. You won on Prince Cole and your net winnings were 
$726? 

Mr. Horricutrer. That is right. 

Mr. DeWrnp. Now, as I see it, if you take the winnings that you 
reported there from January 8 to April 1 and add them up, they come 
to $4,996. Does that appear to you to be correct ? 

Mr. Levy. May we be permitted to check that ? 

Mr. DeWtnp. I beg pardon? 

Mr. Levy. May we add that up? 

Mr. DeWrnp. Of course. 

Mr. Levy. What is the figure? 

Mr. DeWrnp. It is $4,996. 

Mr. Levy. I have $5.046. Am I wrong? 

Mr. DeWrnp. You are probably right. 

Mr. Levy. I say that without aspersions. 

Mr. DeWrnp. No: it seems to be $4.996. 

Mr. Courier. You see, he lost $50. It is 1.300 less 50. You forgot 
to take off the $50 he lost. That makes the exact amount that Mr. De- 
Wind has, $4.996. 

Mr. Levy. Mr. DeWind, may I—Mr. Chairman, may I address Mr. 
DeWind? 

Chairman Kina. Yes. 

Mr. Levy. Mr. DeWind, there seems to be some little difficulty with 
respect to the times these entries were made. 

Mr. DeWrnp. Now, just wait a minute. I will ask Mr. Hofrichter 
about this and when we get to the end of it, if there is something that 
should be corrected, you can do that. 

Mr. Levy. As you wish, sir. 

Mr. Kean. May I ask a question first ? 

Do you really want us to believe that this man Packy in a 5 or 6-week 
period gave you five outsiders in a row / 

Mr. Horricurer. They weren’t in a row. 

Mr. Kean. And in every one of those cases you won anywhere from 
20 to 1 or 15 to 1 without a single loss except where there were two 
horses in the same race? It is unbelievable to me. 

Mr. Horricuter. That is the fact. 

Mr. DeWrnp. Now, Mr. Hofrichter—— 

Mr. Horricurer. They are called hot horses. Bookmakers have 
gone broke with horses like that. 

Mr. Kean. What is that? 

Mr. Horricuter. They are called hot horses. 

Mr. DeWrnp. They are called what? 

Mr. Horricuter. Hot horses, h-o-t, hot horses. 

Mr. Kean. Oh, hot horses? 
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Mr. Horricrrer. Yes. 

Mr. Kean. Outsiders? 

Mr. DeWinp. What makes the horses hot, Mr. Hofrichter ? 

Mr. Horricuter. Well, it is the term of expression used. 

Mr. DeWrnp. What are the circumstances that get them labeled 
as hot horses ¢ 

Mr. Horricutrer. They are meant to win. 

Mr. DeWinp. They are meant to win / 

Mr. Horricutrer. Yes. 

Mr. DeWrnp. They are meant to win how? 

Mr. Horricutrer. Well, that Ican’t answer. Iam just told that they 
are meant to win. 

Mr. DeWinp. That was Packy’s tip, that this horse was going to win ? 

Mr. Horricurer. He says he got information that people were 
betting them. 

Mr. Kean. Do you believe that in these cases there was some pre 
arrangement so that they could win, that there was something crooked 
in the races ¢ 

Mr. Hornricuter. Well, I mean, it is hard tosay. Iam in New York 
and this is in Florida. I mean I can’t answer that. It could be pos- 
sibly like a basketball game, something like that. 

Mr. Kean. You think it is perhaps like the basketball games, that 
they were meant to win? 

Mr. Horricurter. It is possible ; yes. 

Mr. Kean. And that the people that had the information—— 

Mr. Horricuter. It is like fights, too. Some fights are thrown, but 
you have got to know. 

Mr. Kran. You would think that a person like Packy, if he was so 
sure that the horses were so hot, that the races were fixed, would 
manage to beg, borrow, or steal enough money to put himself up and 
retire from business. 

Mr. Horricurer. He bet them also. 

Mr. DeWinpv. How about your friends in the Bureau of Internal 
Revenue? Did you let them in on these hot tips, too / 

Mr. Horricurer. No. 

Mr. DeWinpv. These you kept to yourself ? 

Mr. Horricnrer. That is right. 

Mr. DeWinxp. Why were you so ungenerous to your friends at the 
Internal Revenue / 

Mr. Horricutrer. Well, why go around in the office talking about 
a thing like this? I didn’t go around. . 

Mr. DeWinpv. How about your friend Shay Myers? Did you let 
him in on any of these ? 

Mr. Horricuter. He used to go to the track once in a while. 

Mr. DeWinp. But you wouldn't give him any of these hot tips? 

Mr. Horricuter. No. 

Mr. DeWtnp. How about your good friend Leo Reiken who said 
he employed you for 6 years? Did you let him in on any of this? 

Mr. Horricuter. No; but they knew I bet. 

Mr. DeWrnp. I beg pardon? 

Mr. Horricutrer. They knew I bet. 

Mr. DeWrnxp. But you weren’t going to let them in on these tips 
on horses? 
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Mr. Horricurer. I mean you can't tell that they are sure. It isa 
gamble like anything else. 

Mr. DeWinp. Well, after a while it began to look pretty sure. 

Mr. Horricurer. Oh, yes; I was telling them after that. 

Mr. DeWinp. I see. Well, this total of $5,000 between January 
and April on these five races—is there any connection between that 
and the fact that you had to explain a $5,000 down payment on your 
house on April of 

Mr. Horriciurer. No. 

Mr. DeWinp. Well, you entered into your arrangement to buy this 
house before you had completed your winnings, had you not ? 

Mr. Horricurer. To buy the house / 

Mr. DeWinpb. Yes, sir. 

Mr. Horricurer. No. We were looking for rooms, when I won 
the first couple of bets. 

Mr. DeWinp. You mean on April 1 when you looked around and 
found you had $5,000 you rushed out and put the money down on a 
house on April t ¢ 

Mr. Hor RICHTER. No. We were looking for rooms about a month 
before that, a Tour-room apartment, and the rents were terrific. 

Mr. DeWinp. What happened on April 1? There are no more 
entries on this little slip of paper. Is that when you stopped keeping 
records / 

Mr. Horricurer. Well, my wife was starting to get annoyed. She 
said she didn’t want me to bet any more. 

Mr. DeWinp. She felt the results were not good enough? 

Mr. Horricirrer. No. She said, “You've got it now, you might 
lose it back.” You know how women are. 

Mr. DeWinv. Well, did you stop betting then / 

Mr. Horriciurer. No. 

Nir. Ih WINp. But you stopped keeping a re ord ? 

Mr. Horriciurer. Yes, I stopped making a record. 

Mir. DeWINp. Did vou then stop giving the nioney to your wife? 

Mr. Horricurer. Yes. After we bought the house, I told her I was 
going to take over because she kept telling me to quit. 

Mr. DeWinv. But you went right on then. 

What did you do with the money you wo! after that ? 

Mr. Horricurer. I bought carpeting and furniture. 

Mr. DeWinp. You did what? 

Mr. Horricirer. I bought carpeting and furniture. 

Mr. DeWrinp. Did you tell your wife you had additional winnings 
after April 1? 

Mr. Horricurer. Yes. But she says, “I am going to cash bonds so 
we can start to buy a little furniture.” 

So she cashed bonds of $1,400 in May because she Says, “T want to 
buy some furniture for the house or necessities.” 

Mr. DeWinp. So you told her you were still winning after April 1, 
but you stopped making the record from April 1 on? 

Mr. Horricurer. That is right. 

Mr. Curris. With reference to that record, did you make that 
record with the same pencil ? 

Mr. Horricnurer. Yes. LIhada pencil. I kept it in the Ring maga- 
zine in the drawer of the night table. 
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Mr. Curtis. Did you write those down all at the same time ¢ 

Mr. Horricurer. No. 

Mr. DeWrnp. As I understand your testimony, it is that you wrote 
these entries down on the same day that you picked up the results from 
the Telegraph ? 

Mr. Horricwrer. I wouldn’t say all on the same day. 

Mr. DeWinv. Well, that is what you did say. 

Mr. Horricurer. When I got the money. 

Mr. DeWinp. Is that what you did testify to? 

Mr. Horricutrer. When I got the money. 

Mr. DeWinp. I want to ask you something about that. You can 
correct that testimony. 

Well, now, perhaps we should hear your explanation now. I see 
that you did not write these down the day you won the race. 

Mr. Horricnrer. No. 

Mr. DeWinp. When did ‘you write them down ? 

Mr. Horricnrer. When | got the money. 

Mr. DeWixp. When you got the money ? 

Mr. Horricurer. Yes, the next day. 

Mr. DeWinv. Now, when did you get the money ¢ 

Mr. Horricnrer. The next day. 

Mr. DeWinp. The next day. 

Mr. Horricurer. Yes. 

Mr. DeWinp. You always got the money the next day ? 

Mr. Horricurer. No; sometimes he missed a day. He didn’t come 
around for a day. 

Mr. DeWtnp. He never missed more than 1 day? 

Mr. Horricurer. No; he was around usually the second day. 

Mr. DeWinp. So you would get your money 1 or 2 days after the 
race; is that right ¢ 

Mr. Horricurer. That is right. 

Mr. DeWinp. Now, this very precise testimony about reading the 
Morning Telegraph and going home and writing down the results was 
erroneous testimony that you gave just now ¢ 

Mr. Horricuter. What do you mean erroneous ¢ 

Mr. DeWinv. Well, was it false ¢ 

Mr. Horricurer. What / 

Mr. DeWtnp. You said vou would pick up the morning paper, the 
Telegraph, read the results, go home that night, and write it down. 
Now, was that false testimony you were giving ‘ 

Mr. Horricurer. Well, no: I used to buy the Morning ‘Telegraph. 

Mr. DeWrixp. That is what you said you did do; that you went home 
the same night and wrote down the results after reading the Morning 
Telegraph. 

Mr. Horricurer. If I got the money the next day, I would do that, 

Mr. DeWinp. When, the same day, or the next day / 

Mr. Horricurer. When I got the money. 

Mr. DeWrnp. You never wrote it down before you got the money ¢ 

Mr. Horricuter. No. 

Mr. DeWinp. You are sure that you never wrote it down before you 
got the money ¢ 

Mr. Horrtcuter. That is right. 

Mr. DeWrnp. The testimony that you went home the same day and 


wrote it down is all wrong then ‘ 
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Mr. Horricurer. No, when I got the money, because I had to write 
down the figures. 

Mr. DeWinp. Then you wish to repudiate your earlier testimony ? 

Mr. Horricuter. That is right. 

Mr. DeWrnp. You are sure of that ? 

Mr. Horricutrer. Whatever money he gave me, I wrote it down. 

Mr. DeWinp. That might be 1 or 2 or maybe even 3 days later? 

Mr. Horricurer. He used to come around every day or every other 
day. 

Mr. DeWrnxp. Now, the money that you bet, the $20 that you bet, 
did you mark that down at the same time you marked down your 
winnings ? 

Mr. Horricurer. The $20? 

Mr. DeWrnp. Yes. In other words, when you had “January 8, 
Fla,” and you have “$20,” did you write that down at the same time 
you wrote down the winnings? Did you write that down the day you 
placed the bet, or did you write that down the day you collected the 
money ? 

Mr. Horricuter. No; when I got the money, I put it down. 

Mr. DeWinp. After you got the money ? 

Mr. Horricurer. I wrote the whole thing then. 

Mr. DeWrnpv. Now, this January 8 date, when you won in Florida, 
looking at the original here it is apparent that it was originally 
January 9. Then you changed the date and you wrote January 8. 
How did that happen ? 

Mr. Horricurer. I made a mistake on the date. 

Mr. DeWtinp. You thought you had better correct it so you would 
havea precise record ? 

Mr. Horrrcurer. That is right. 

Mr. DeWinp. January 8 is the day you got the money, then, and 
you first put down January 9, and you recalled you got the money 
January 8 and you changed it to January 8; is that how it happened ? 

Mr. Horricurer. I guess so. 

Mr. DeWinp. Now, the next entry I see was first written January 
23, then you wrote it back to January 22. How did that happen? 

Mr. Horricurer. I guess I was balled up on the dates. 

Mr. DeWrnp. That is the second time you put down a date 1 day 
later than the date you got the money. 

Then the next entry was January 29, and that appears to have been 
first entered as January 30. 

Mr. Horricurer. Excuse me, I will tell you why that might have 
happened, those switches. When he gave me the name of the horse 
I probably wrote the date down that he gave me the horse instead of 
after I got the money, or something like that. 

Mr. DeWrnpv. You wrote down the date what? 

Mr. Horricutrer. The date he gave me the name of the horse. 

Mr. DeWrnp. That would be the day before the race ? 

Mr. Horricurer. That is right, that is what might have balled me 
up on dates. 

Mr. DeWrnp. You mean later after you got the money you came 
to write it down? 

Mr. Horricutrer. What date is that, January 8 ? 
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Mr. DeWrnp. I cannot make out what you are saying. The Janu- 
ary 9 date was changed back to January 8 and the January 23 date 
was changed back to January 22. The January 30 date was changed 
back to January 29. 

Mr. Horricurer. ‘You see, I probably put the date down he gave me 
a horse on that date. 

Mr. DeWinb. You think that the date that is written down here is 
the day before the race? © 

Mr. Horricurer. Whenever he gave me the tip, I must have put 
down the date. 

Mr. DeWinp. He did not give you the tip the day of the race, or 
did he? 

Mr. Horricuter. Yes; I had a bet on the day they run. 

Mr. DeWrnp. Is that the day you got the tip? 

Mr. Horricurer. That is right. 

Mr. DeWinp. Now, then, the next entry is February 20, and that is 
changed back to February 19. Did you always miss by 1 day when 
you first wrote it down and have to date it back / 

Mr. Horricurer. I must have been excited in winning the money. 

Mr. DeWtnp. Are you sure these dates you got down here are not 
the dates that the horses ran and what you did first was write down 
the date appearing in the Morning Telegraph ¢ 

Mr. Horricurer. No; that is the results after they were in. 

Mr. DeWinpv. You do not think you read these results out of the 
newspaper and marked them down January 8, and then realized that 
the horses had run the day before and that you had to date them back ? 

Mr. Horricnrer. I don’t think I have papers that old. When did I 
give you this little slip? 

Mr. DeWinv. When did you write the little slip? What do you 
mean, you would not have papers that old ¢ 

Mr. Horricurer. I mean I gave Mr. Weiss this here slip. I gave it 
to him at the end of the year. 

Mr. DeWinpv. You mean you prepared this list just before you gave 
it to Weiss? 

Mr. Horricuter. No; when I got the information I wrote it that 
way. I kept that as I was betting. I don’t have no old newspapers in 
the house. 

Mr. DeWinp. You do not think that these original dates you entered 
here are the dates that the results appeared in the Morning Telegraph 
and you took the Morning Telegraph date and then realized that 
the race was run the day before ¢ 

Mr. Horricurer. How could I make it up 6 months before a race? 

Mr. DeWrnp. Don’t reply with a question; reply with an answer. 

Mr. Horricurer. I wrote them as I bet them. 

Mr. DeWrnp. This is just sheer coincidence that every time you 
wrote them down you missed by a day ¢ 

Mr. Horricurer. Possibly. 

Mr. DeW1np. Is it or is it not? Is that what you did? Every 
time you wrote down a date you wrote it down 1 day too late and you 
had to seratch it out and date it back ¢ 

Mr. Horricurer. | was trying to put down the date he gave me the 
horse and this Packy gave me the information. 
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Mr. DeWinp. You always missed it by 1 day when you first en- 
tered it ¢ 

Mr. Horricurer. I got mixed up because he gave it to me the day 
before. 

Mr. DeWinpv. Never a day earlier but always 1-day later? Is that 
what you are telling us ¢ 

Mr. Horricurer. That is right. 

Mr. Kean. You said that you would not have old newspapers. 
You do know that all you have to do is go to a public library and 
find all the old newspapers on file there; do you not! 

Mr. Horricurer. I didn’t think the public library would have 
horse-racing results. 

Mr. Kean. They would have the New York Times and the New 
York Herald Tribune and all the papers that do report most of the 
horse races, 

Mr. DeW rnp. Where did you get the old papers ! 

Mr. Horricwrer. Which old papers? 

Mr. DeWinv. The old papers you used to prepare the list. 

Mr. Horricurer. I didn’t prepare them from old newspapers. 

Mr. DeWrnpv. You deny that ¢ 

Mr. Horricurer. That is right. 

Mr. DeW inp. Do you still affirm that you wrote this down each day 
on the day you got the money ¢ 

Mr. Horricurer. That is right. 

Mr. DeWinp. That you will be positive about? You won't want to 
change that ¢ 

Mr. Horricurer. No. 

Mr. DeW inp. Have you ever been in the newspaper room of the 
public library in New York ¢ 

Mr. Horricurer. No. 

Mr. DeWinp. You never have? That you are also sure of? 

Mr. Horricurer. Sir ¢ 

Mr. DeWinp. That you are sure of ¢ 

Mr. Horricntrer. Positive. 

Mr. DeWinv. Have you ever consulted the back files on any news- 
papers ¢ 

Mr. Horricurer. No. 

Mr. DeWinv. Now you. have testified that during the months of 
April and May you laid out some $7,000 or $8,000 on furnishings for 
your house. Is that correct ? 

Mr. Horricurer. April and May? 

Mr. DeWinp. Yes. 

Mr. Horrtcurer. That is right. 

Mr. DeWinn. Now, up to the first of April you had won $85,000. 
W here did you get the 87,000 or $8,000 to contract for furnishings for 
that house during April and May! 

Mr. Horricurer. I didn’t contract $7,000. I gave deposits of money. 

Mr. DeWinp. In other words, you say you were buying this furni- 
ture in advance of having any money-to pay for it ¢ 

Mr. Horricuter. N« , we drew out money from the bonds. We 
cashed bonds on that. : 

Mr. DeWinp. Did you have $7,000 worth of bonds? 

Mr. Horricurer. No. 
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Mr. DeWrnp. So you had no funds from which you could possibly 
pay for this furniture when you ordered it in April ‘ 

Mr. Horricuter. That is right. 

Mr. DeWrnp. That was all custom-made furniture ¢ 

Mr. Horricutrer. Yes, it was made up. 

Mr. DeWrnp. $4,210 worth of custom-made furniture / 

Mr. Horricurer. That is right. 

Mr. DeWrnp. You had no money with which to pay for that furni- 
ture when you ordered it ¢ 

Mr. Horricurer. We cashed bonds. 

Mr. DeWinp. You could only make a deposit; you could not have 
paid for the furniture if you cashed all your bonds ¢ 

Mr. Horricurer. That is right. 

Mr. DeWrnp. You were just figuring you were going to have tre 
mendous luck with this Packy ? 

Mr. Horricuter. I was going to bet fights. 

Mr. DeWinp. That was a sure form—— 

Mr. Horricurer. I have confidence in my fight picking. 

Mr. DeWrnp. Why did you have confidence? You never did more 
than break even before. 

Mr. Horricutt r. Because I had lost money on the horses. ] figured 
the fights. 1 am going to win on them. 

Mr. DeWrnp. If you can’t win on small amounts, you can’t win on 
big amounts. 

Mr. Horricntrer. When I bet in prior years the horses were my own 
picks. 

Mr. DeWinp. Beg pardon ¢ 

Mr. Horricurer. My own picks. 

Mr. DeWrnp. I am talking about fights. 

Mr. Horricuter. I knew I could pick them. 

Mr. DeWtnp. You had never been able to pick them before / 

Mr. Horricurer. | had picked fights before. 

Mr. DeWrnp. Never to win very much. 

Mr. Horricuter. Because I had lost on horses. 

Mr. DeWinp. You never won very much anyhow / 

Mr. Horricurer. Not that small. 

Mr. DeWrnp. I thought you said your winnings and losings about 
broke even on fights. 

Mr. Horricurer. Prior years, ves. 

Mr. DeWixp. Now you say you could definitely count on $5,000, 
mavbe $8,000 winnings / 

Mr. Horricuter. | figured I could bet the fights. 

Mr. DeWinp. Isn't this a fact, in order to get this story to hang 
together you had to win $8,000 after April 1? 

Mr. Horricuter. No. 

Mr. DeWrxp. You have $13,000 to explain. Having won 85,000 up 
to then, you have $8,000 toexplain. Your story is that you won $8,000 
hetween April 1 and the time you completed payment of furniture 
in the fall ? 

Mr. Horricuter. That is right. 

Mr. DeWrnp. So between April 1 and the end of August you won 
SS.000 net ? 

Mr. Horricuter. Up until August ? 
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Mr. DeWinp. That is right. 

Mr. Horricurer. It could be. 

Mr. DeWunp. It could be or was? 

Mr. Horricurer. Because I was betting fights, you know, in May. 

Mr. DeWrnp. You won $8,000 playing fights from April to August ? 

Mr. Horricurer. No, I didn’t win no $13,000 last year. 

Mr. DeWrnp. You did not make $13,000 ¢ 

Mr. Horricurer. No, I don’t think I won $15,000. 

Mr. DeWinv. Then where did you get ths money ¢ 

Mr. Horricuter. I didn’t spend $15,000. 

Mr. DeWinp. I thought we established that item by item this morn- 
ing, that you had. 

Mr. Horricurer. It can’t be. 

Mr. DeWinp. We got up to $18,000 you had spent last year. We 
accounted for $2,000 out of savings and the balance out of your salary 
which cut it down to $13,000. Then you, first of all, said you had about 
$10,000 of gambling winnings, which left $3,000, and then you said you 
had $13,000 of gambling winnings. Now do you want to change that 


again ? 
Mr. Horricurer. No. I will give you the figures. Do you have 
a pencil? Excuse me. It can’t be $15,000. You are counting the 


car now, are you not ; 

Mr. DeWtnpv. I am indeed. How did you pay for the car? 

Mr. Horricurer. With a check. 

Mr. DeWinp. That was the $2,000 of your savings prior to April; 
is that right? 

Mr. Horricurer. Yes. You see, the $13,000 you are figuring on 
gambling 

Mr. DeWrnp. I beg your pardon. 

Mr. Horriciurer. You are figuring $13,000 winnings on gambling. 

Mr. DeWinpv. That is what you said, among other things that you 
said. That is one version. 

Mr. Horricurer. Because $2,600 of that was drawn out of the bank. 

Mr. DeWinp. That was covered by your Chevrolet ¢ 

Mr. Horricurer. No: that is besides the Chevrolet. 

Mr. DeWrnpv. That is even more perplexing, because you had $4,200 
at the beginning of the year. 

Mr. Horricurer. They checked the bank books, $1,400 in bonds 
sold, check drawn for $920, $300 for drapes, and the rest was the 
gambling. 

Mr. DeWinp. Now, you had $4,200 at the beginning of the year and 
about $2,200 at the end of the year in your savings bank and bonds, 
so that is $2,000. 

Mr. Horricurer. Yes. 

Mr. DeWinp. Then you had your salary. 

Mr. Horricurer. Yes. 

Mr. DeWinp. Over and above that, your salary, you had $15,000 
to explain. 

Mr. Horriciirer. Yes. I just explained. 

Mr. DeWinv. Now you are back to $13,000 from gambling; is that 
right ¢ 

Mr. Horricurer. The $13,000 was spent on the house. 

Mr. DeWinp. You won $5,000 on gambling up to April 14 
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Mr. Horricurer. Yes. 

Mr. DeWInpb. You must have won another $8,000 in gambling after 
April 1 and up to the time you finished paying for your furniture. 

Mr. Horricurer. I didn’t win $8,000. Some of that money was 
drawn from the bank in checks. 

Mr. DeWinp. Perhaps it was, but you still have $13,000 to account 
for. 

Mr. Cutter. How do you get your $18,000, Mr. DeWind? Would 
you mind telling me‘ 

Mr. DeWinp. It isin the record. You have $14,750, approximately, 
spent on the house and the automobile. Then you have $3,600 of 
living expenses. 

Mr. Cutrver. $5,000 on the house and $4,000 on the furniture ? 

Mr. DeWinp. No. All of these items—the wallpaper, the draper- 
ies, and the refrigerator—all that stuff was extra. He had $14,750 on 
the house and the car. 

Mr. Curter. And the car, too? 

Mr. DeW inp. That is right. 

Mr. Cutter. What did you spend on your rugs? 

Mr. Horricurer. $1,250. 

Mr. Curiter. What else did you spend any money for? 

Mr. Horricurer. $630 for drapes. 

Mr. Cutter. I have rugs; I have television; I have the basement. 
That makes $2,600, besides the car, besides the house, and besides the 
$3,900 of furniture for the house. Is that right? Is that all? Is 
there anything else on your list, Mr. DeWind? Have I got it all now, 
do you think, $13,500? 

Mr. DeW inp. That is not correct. Including the car, it is at least 
$14,750. 

Mr. Currier. Then we are a thousand dollars away. 

Mr. Dewinp. Perhaps you missed some of the items—$100 for storm 
windows, $65 for a storm door, $400 for fixing up the basement. 

Mr. Curner. I have that—$150 for a stove, he now tells me. That 
is $315. 

Mr. DeWtinp. That is about it. 

Mr. Curter. That is $13,880. 

Mr. DeWinp. It is $14,750. 

Mr. Byrnes. Mr. DeWind, name the items you have on your list. 

Mr. DeWrinp. $5,085.59 on the house; $4,210 on custom-made fur- 
niture. 

Mr. Cutter. I have $3,900. You forgot to give him credit for $300. 

Mr. DeW inp. Let us put that in as $3,900; $640 for cornices, dra- 
peries, and curtains. 

Mr. Curuer. I have $630. 

Mr. DeWinp. $158.50 on wallpaper. 

Mr. Cutter. I didn’t have that item at all. 

Mr. Byrnes. We don’t need the comments. Just write them down. 

Mr. DeWinp. Then, $555 on a refrigerator: $1.250 for a ear: $425 
for a television set. Got it? 

Mr. Cutter. I got it. 

Mr. DeWinp. $154 for a stove: $400 on the basement ; $100 on storm 
windows. 


Mr. Curier. Right. 
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Mr. DeWrnp. $65 for a storm door: $2,079.94 for an automobile. 

Mr. Curtis. How many cents? 

Mr. DeWinp. 94 cents. 

Then there is an item for a lamp in here, $29; is that correct ‘ 

Mr. Curier. I haven’t heard that before. 

Mr. DeWinp. There is an item for a lamp. Did you buy a lamp 
for $29? 

Mr. Horricutrer. No. 

Mr. DeWrnp. All right, leave that out, then. 

Mr. Curtis. We are in the dark anyway. 

Mr. Cutter. I get $14,310.83. 

Mr. DeWinp. For the time being I will take your figure. Let us 
work on that. 

Mr. Curtis. $14,820.83. 

Mr. DeWrnp. $14,750 is an estimate. 

Mr. Levy. It is $14,620.83. 

Mr. DeWtinp. You have $14,620? 

Mr. Cutter. We are all great accountants, all of us. 

Mr. DeW inp. I don’t think it is going to matter that much—S14, 
600 will do. And on top of that, $3,600 for living expenses. That 
gives you $18,200, as I figure it. From the $18,200, you subtract _ 
s2,000 for reduced cash and bonds and another $3,600 for his salary. 
Is that the right figure¢ What was your salary for 1951¢ 

Mr. Horricurer. $3,500, 

Mr. DeWinp. So you have $5,500 explained there. My figure was 
a flat $13,000 left. It is close enough for discussion. Now what Is 
your theory about how much you won in gambling ¢ 

Mr. Horricurer. Well, there were checks drawn, paid out for some 
of these house furnishings. 

Mr. DeWinp. Let us not worry about checks. You have $13,000 to 
explain. Where did you get it ¢ 

Mr. Horricurer. 1 paid some of this in checks we drew out of 
the bank. 

Mr. DeWiunp. I don’t care whether it came through the bank ac- 
count or net. You have $13,000 in addition to your salary and savings 
to explain. 

Mr. Horricurer. $1,400 in bonds we cashed. 

Mr. DeWinp. That is already in there, believe me. We have al- 
lowed you $2,000, cashing of bonds and cash. You have $13,000 to 
explain. Iam asking you where you got it. 

Mr. Horricurer. | want to get this straight. I am not good at 
accounting. 

Mr. Byrnes. Let me try. 

We added up here to S14.620, did we not, of expenditures thiaat you 
made ¢ 

Mr. Horriciurer. In the house ¢ 

Mr. Byrnes. In the house. 

Mr. Horricurer. Yes. 

Mr. Byrnes. Then you also asserted on your financial statement 
that your general living cost for a year amounted to about 33,600, 
is that correct—clothing. food. this, that, and the other thing. is 
that right, about $5,600¢ Is that about what it cost you a year fon 
veneral living expenses ¢ 


Mr. Horricurer. Yes. 
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Mr. Byrnes. You finish talking to him and then we can get his 
answers. 

Mr. Levy. I am showing him the figures as you are talking, sir. 

Mr. Byrnes. I think he has difficulty following questions because 
I notice he has difficulty giving responsive answers. 

If you listen to the questions I think we may get this straigit- 
ened out. 

How much did you spend in a year for general living costs— loth- 
ing food, this, that, and the other thing! About $5,600 

Mr. Horricuter. That is right. 

Mr. Byrnes. That would be in addition to the expenditures you 
made for your furniture, home, stove, basement, and all this other 
stuff ¢ 

Mr. Horricuter. That is right. 

Mr. Byrnes. That would make a total expenditure of $15,000; 
is that correct ¢ 

Mr. Currier. That is correct. 

Mr. Byrnes. Of that $18,000, you paid $2,000 of it by cashing bonds ; 
is that correct / 

Mr. Horricurrr. That is right. 

Mr. Byrnes. How much? 

Mr. Horricurer. We cashed $1,400 in bonds. 

Mr. Byrnes. How much did you spend ? 

Mr. Horricurer. I am talking about checks drawn. 

Mr. Byrxrs. How much in checks? 

Mr. Horricurer. $920, and one check for furniture, a check of 
SvZ0, 

Mr. Byrnes. That is all? 

Mr. Horricuter. $334 toward the drapes, taken out of the bank in 
check. 

Mr. Byrnes. That is what you paid out of your bank account? 

Mr. Horricurer. It just came out of the bank account. 

Mr. Byrnes. That is a reduction in your bank account. So in the 
reduction of your bonds and in the reduction of your bank account 
you have about $2,300; is that correct ? 

Mr. Horricnuter. I guess so. I haven't got the figures here. 

Mr. Byrnes. You reduced your bond holdings by selling those and 
you reduced your checking account by drawing checks. ‘That reduc- 
tion amounts to about $2,300; is that correct ? 

Mr. Horricutrer. That is correct. 

Mr. Byrnes. Now take $2,300 off the—— 

Mr. Horricurer. The drapes, did you put down the drapes? 

Mr. Byrnes. Yes. 

Mr. Horricurer. That is $1,400: 9 is 23 and 334 is 27: is that cor- 
rect ¢ 

Mr. Byrnes. $2,700 by reduction of bonds and by reduction of 
your savings, your checking account; is that correct ? 

Mr. Horricurer. That is right. 

Mr. Byrnes. $2,700? 

Mr. Horricuter. Yes. 

Mr. Curtis. Did you buy drapes or sell them? 

Mr. Horricuter. I bought drapes. 

Chairman Kine. Mr. Byrnes is going to have enough difficulty 
straightening this out. 
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Mr. Brrnes. $2.700 now in the reduction of assets. During that 


time you also took in in salary? 

Mr. Horricuter. $3,500. 

Mr. Currts. That is the amount after taxes, or before ! 

Mr. Horricurer. Before taxes. I didn’t pay taxes this year. 

Mr. Byrnes. So the money you got from your salary, which was 
$3,500, plus the $2,700 that is represented by the reduction of assets, 


is about $6,200, is it not ? 

Mr. Horricurer. Plus $280. We sold some old furniture before we 
moved, to a dealer. 

Mr. Byrnes. $200? 

Mr. Horricnrer. $280, to a dealer. He bought some of our old 
stuff. 

Mr. Byrnes. That is $6480. Call it $6,500. Is that right? 

Mr. Horricurer. That is right. 

Mr. Byrnes. Now that is all the cash you can a count for ? 

Mr. Horricuter. That is correct. 

Mr. Byrnes. And yet vour total expenditures were $18,220. Now 
where did you get the $12.000 ? 

Mr. Horricurer. Eleven-seven is the figure. 

Mr. DeWinp. ‘Twelve-seven is the figure. 

Mr. Byrnes. Eleven-seven. 

Mr. Curzer. $6.500 from $18,220 is $11,720. 

Mr. Byrnes. $11,720; where did you get that amount? Where did 


it come from ¢ 

Mr. Horricurer. Winnings on gambling. 

Mr. Byrnes. All of it? 

Mr. Horricurer. Whatever I spent would be winnings on gambling, 
whatever is left. 

Mr. Byrnes. No question about that now ’ 

Mr. Horrtcurer. That is right. 

Mr. Byrnes. In other words, you testify now that you made at least 
$11,740 in gambling in 1951? 

Mr. Horricurer. That is correct. It must be; it shows that. 

Mr. DeWtinp. Then I come back to where, before. you had s4.946 
winnings up to April 1. 

Mr. Horricuter. That is right. 

Mr. DeWrnp. And the balance of this amount of $11,000 you won 
after that? 

Mr. Horricurer. That is correct. 

Mr. DeWinp. Just where did you pick up this other $6,000 ? 

Mr. Horricuter. Prize fights. This is where we come in on the 
fights. 

Mr. DeWrnp. You won $6,000 on prize fights? 

Mr. Horricurer. That is right. 

Mr. DeWinp. Before I believe you testified you won another $2,500 
on the horses. Where did that go? 

Mr. Horricuter. I did have horses in between there. But I can’t 
remember them. 

Mr. DeWinp. $2,500 on the horses and $3,500 on the fights? 

Mr. Horricuter. Something like that. 

Mr. DeWrnp. I do not think it is unfair to say to you that this story 
vou are telling has become completely incredible because you are 
willing to change it in every sentence. 
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Mr. Horritcurer. I can give you another horse I won on. 

Mr. DeWrnp. You are well aware, and this is in no sense anything 
more than telling you, of the penalties that attach to perjury for false 
testimony under oath ? 

Mr. Horricuter. That is correct. 

Mr. DeWrnv. What is this horse that you won some money on ? 

Mr. Horricurer. Foster’s Pride. 

Mr. DeWrnp. What is the name of the horse ? 

Mr. Horricurer. Foster’s Pride, F-o-s-t-e-r-s P-r-i-d-e. 

Mr. DeWinv. Where did that horse run and when ? 

Mr. Horricurer. In June. 

Mr. DeWrnp. At what track? 

Mr. Horricutrr. Out-of-town track. 

Mr. DeWinv. What track? 

Mr. Horricurer. I think Suffolk Downs. 

Mr. DeWrnp. Suffolk Downs in June of 1951? 

Mr. Horricnrer. Yes. 

Mr. DeWrnpv. How much did you win on it? 

Mr. Horricuver. I had fights in between there, too, you know. 

Mr. DeWrnp. What did you win on the horse ? 

Mr. Horricurter. It paid $34; the horse. 

Mr. DeWrnp. $34 you won? 

Mr. Horricuter. No; it paid $34 for two. 

Mr. DeWrnpv. What did you have bet? 

Mr. Horricutrer. About $50 on it. 

Mr. DeWrnp. So your winning were in the neighborhood of $1,500? 

Mr. Horricuter. No; $34 for two; half of that is for a dollar. 

Mr. DeWrnp. Mr. Chairman, Mr. Hofrichter’s counsel are confer- 
ring. I suggest a recess until they are back with us. 

Chairman Kine. We will recess for 10 minutes. 

(A short recess was taken.) 

Mr. DeWrnp. Mr. Hofrichter, I understood you to testify that you 
had paid for a substantial portion of the furniture and furnishings 
vou obtained for your house by withdrawals from your bank account. 
Is that correct ? 

Mr. Horricuter. Yes, sir. 

Mr. DeWrnp. Is it not a fact that prior to August of 1951 you made 
no withdrawals on that account for payment on the furniture ? 

Mr. Horricurer. The money I was winning on the fights I was 
putting out. 

Mr. DeWrnp. I am talking about withdrawals from these bank 
accounts you sid. you made. 

Mr. Horricutrer. What withdrawals is that? 

Mr. DeWrnp. You said you withdrew money to pay for the furni- 
ture, that when you contracted for the furniture back in April, the 
$4,210 worth of furniture from the Liru Furniture Co., the custom 

made furniture, that you made a deposit on that. 

Mr. Horrtcuter. Yes. 

Mr. DeWrnp. And that later you withdrew other sums to pay for 
these various items. Is it not a fact that you did not withdraw any- 
thing from the savings account until August,1951, when you com- 
pleted the last payment on the furniture by getting a check for $920? 

Mr. Horricuter. That is right. 
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Mr. DeWrnp. Now you repudiate your earlier testimony ? 

Mr. Horricurer. I didn’t hear that last question. 

Mr. DeWinp. I beg your pardon ¢ 

Mr. Horricnrer. I didn’t hear that last question. 

Mr. DeWinp. Are you now changing your earlier testimony again ? 

Mr. Horricuter. I don’t understand the question. : 

Mr. DeW rnp. Did you withdraw any money from your savings ac- 
counts, to pay for the furniture or furnishings of your house, except 
the sum of $920 on August 15, 1951? 

Mr. Horricuter. No; we sold the bonds to have money in case we 
needed it. 

Mr. DeWinp. As a matter of fact, didn’t you cash the bonds and 
deposit them in your savings account in order to get the funds to pay 
the $920 on August 15? 

Mr. Horricurer. That is right. 

Mr. DeWinp. So the only item that came out of your bonds or 
your bank account to pay for the furniture and furnishings was $920 
on August 15, which was the final payment on the furniture? Is that 
right ¢ 

Mr. Horricutrer. I mean, I can’t tell, I haven't got the book here. 

Mr. DeWirnp. I will be glad to show it to you. It appears on 
August 15, 1951, $920 was withdrawn from your savings account. 

Mr. Horrtcurer. That is the final payment; yes, | remember that. 

Mr. DeWirnp. And that prior to that time there is no withdrawal 
from that account, that could have been used for that purpose. Then 
on September 11, 1951, there was a withdrawal of $250 for some pur- 
pose, which I do not know, and then on December 7, 1951, there was 
a withdrawal of $334 for some purpose which was not established. 

Mr. Horricuter. Yes; that was for the drapes. 

Mr. DeWrnpb. For the drapes? 

Mr. Horricuter. Part payment for the drapes. 

Mr. DeWrnp. Then until you completed the payment of the furni- 
ture on August 15 by payment of $920, all the rest of the payments 
came from other sources than your bonds and bank account; is that 
right ¢ 

Mr. Horricurer. I can’t answer that offhand. 

Mr. DeWinp. | beg your pardon ¢ 

Mr. Horricuter. I can’t answer that offhand. 

Mr. DeWinpv. But you just testified earlier that you had paid for 
the furniture in the earlier months. 

Mr. Horricurer. I paid deposits. I didn’t pay it completely. I 
paid part deposits for certain months. 

Mr. DeWinp. Now you have been confronted with these bank- 
account records. Are you saying that your earlier testimony was 
false in any respect / } 

Mr. Horricurer. Which testimony was that? 

Mr. DeWinp. The testimony with respect to the manner in which 
vou paid for this furniture. Let us take the furniture, the total net 
payment of $3,900 out of which only $920 was paid from your bank 
account, 

Mr. Horricurer. That is right. 

Mr. DeW inp. The balance of approximately $3,000, how was that 
paid for? 
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Mr. Horricutrer. You mean how I paid? 

Mr. DeWINp. Where did you get the cash to pay that ? 

Mr. Horricutrer. That was winnings on fights. 

Mr. DeWrnp. Then you are changing your testimony, which was 
earlier that you made deposits out of your savings account. 

Mr. Horricutrer. You mean the bonds? 

Mr. DeWINp. And cashing of bonds. Both of those answers were 
wrong‘ 

Mr. Horr HITER, You see, Tis wife cashed those bonds when she 
told me to quit betting after we bought the house. She said, “We will 
use that to buy some furniture.” 

Mr. DeWrnp. The funds from the cashing of the bonds went into 
your bank account and stayed there until you paid the $920 on August 
15 ¢ 

Mr. Horricutrer. Yes: because I told her I was betting. 

Mr. DeWrnp. | beg your pardon ¢ 

Mr. Horricirrer. I told my wife I was betting and buying stuff for 
the house, furniture. 

Mr. DeW inp. But down payments and all of the first $3,000 did not 
come from that source, contrary to your earlier testimony / 

Mr. Horricurer. It came from winnings. 

Mr. DeWinp. So you are now changing your story once more ? 

Mr. Horricurer. I didn’t say it came from the bank account. 

Mr. DeWuInp. Yo l did You said you cashed bonds and withdrew 
from your bank account to make deposits. 

Mr. Horr HTER, ] said she cashed the bonds to have the money 
ready for furniture. 

Mr. DeWinp. You did not use it until August. and in the meantime 
you picked up $3,000 in winnings somewhere. 

Mr. Horricurer. Yes: I was betting on fights. 

Mr. DeWinp. We will let the record speak for itself. You now 
change your story once again. 

Now, have you filed any estimated tax return for the year 1951, that 
is, estimate of current tax / 

Mr. Horricutrer. No. 

Mr. DeWinp. You filed none at all ? 

Mr. Horriciirer. No. 

Mr. D1 WIND. And vet certainly by September of last year you 
knew that you would have taxable winnings in excess of $10,000? ; 

Mr. Horricurer. That is correct. 

Mr. DeWinp. But you filed no estimate and paid no tax on it? 

Mr. Horricurer. No. 

Mr. DeWinp. Now, on January 15 did you file your tax return? 

Mr. Horricurer. No. 

Mr. DeWrnp. For the year 1951 you did not? 

Mr. Horricurer. No. 

Mr. DeWrNp. You have not filed it yet / 

Mr. Horricurer. No. 

Mr. DeWiNpb. You got 2 months’ extension ? 

Mr. Horricurer. That is right. 

Mr. DeWinp. Which collector gave you that extension / 

Mr. Horricurer. I don’t know who my accountant wrote to. 

Mr. DeWrnv. Beg pardon? He told you that you had a letter 
from the collector extending the time for filing a return / 
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Mr. Horricurer. That is right. 

Mr. DeWinp. You are aware of the applicable penalty for under- 
estimate of tax ? 

Mr. Horricurer. That is right; I know there is a penalty. 

Mr. DeW inp. Which, I believe, is 6 percent of the unpaid tax if it 
exceeds 20 percent of the total ? 

Mr. Horricurer. That is right. 

Mr. DeWrnp. How are you going to pay your taxes? Are you 
still betting on the fights? 

Mr. Horricuter. There is no one around any more. 

Mr. DeWrnp. I beg your pardon? 

Mr. Horricurer. There is no one around any more; there are no 
bookmakers. 

Mr. DeWrnp. You can’t bet on the fights and you can’t bet on the 
horses ¢ 

Mr. Horricurer. No. I have pension money in the Government. 

Mr. DeWtnp. I beg your pardon ? 

Mr. Horricurer. | have pension money. They have pension money 
they withheld on my pay. I could borrow on that. 

Mr. DeWinv. How much cash have you got on deposit in the pen- 
sion fund? Do you know? 

Mr. Horricnrer. Since I am in the Government ? 

Mr. DeWinp. Yes. 

Mr. Horricutrer. What I have? 

Mr. DeWrnp. Yes; in your own deposit. 

Mr. Horricuter. | would say between $5,000 and $5,500. 

Mr. DeWrnv. Have you computed your approximate tax for the 
year 19514 

Mr. Horricurrr. No;I don'tthinkso. My accountant—— 

Mr. DeWrnp. He has not mentioned any figure to you ¢ 

Mr. Horricurer. No; he just told me, he says he is taking care of 
the extension, and he will start working on it. 

Mr. Byrnes. Have you given your accountant any figure represent- 
ing your income for 1951? 

Mr. Horricurer. Yes. 

Mr. Byrnes. What was that figure ? 

Mr. Horricnurer. I gave him the bills and my salary statement and 
figures of what we spent on the house. He has most of the figures 
there now. 

Mr. Byrnes. What you spent? 

Mr. Horricurer. That is right. 

Mr. Byrnes. You figure from that that he can figure out what you 
made; is that it ? 

Mr. Horricurer. Then he wants to see the bank books and all that. 

Mr. Byrnes. From that he can figure your income; is that what 
you mean ¢ 

Mr. Horricurer. That is right. He will figure what I had, what I 
spent, and what I have left. 

Mr. Byrnes. Did you file with him the same statement of net worth 
that you filed with this committee, representing your net worth as 
of December 31, 1950? 

Mr. Horricurer. I just don’t know how he is going to do it. 

Mr. Byrnes. That is what I am trying to figure out. 








INTERNAL REVENUE INVESTIGATION 2817 


Mr. Horricurer. You see, I am not an accountant, I don’t know 
what it is all about, but I am giving him all the bills and the figures. 

Mr. Byrnes. What figures did you give him as far as what your 
net worth was on December 31, 1950, or January 1, 1951? 

Mr. Levy. May I explain the question to him? 

Mr. Byrnes. Certainly. 

Mr. Horricurer. The same figures I have on the questionnaire. 

Mr. Byrnes. The same figures? 

Mr. Horricurer. Yes. 

Mr. Byrnes. You gave him the same figures as to what you spent 
for general living expenses for which there would be no bills? 

Mr. Horricurer. I don’t understand that question. 

Mr. Byrnes. As I understand it, your accountant is going to try 
to determine your income ¢ 

Mr. Horriciurrer. That is right. 

Mr. Byrnes. On the basis of what you spent during 1951. Is that 
correct / 

Mr. Horricutrer. And what I made and what I have left. 

Mr. Byrnes. But the only thing you can show him you made was 
the information relative to your salary check from the Government; 
is that correct ? 

Mr. Horricutrer. And the money I spent on the house. 

Mr. Byrnes. Yes, and your bills. 

Mr. Horricuter. That is right. 

Mr. Byrnes. Now did you give him the same figure of expenditures 
for 1951, general housekeeping expenses, that you gave in your finan- 
cial report to this committee 

Mr. Horricurer. I didn’t give him all those figures yet. 

Mr. Byrnes. You did not? 

Mr. Horricurer. No. 

Mr. Byrnes. You have not sat down with him to figure out what 
your expenses were, have you ? 

Mr. Horricutrer. No; because he has been very busy now. This is 
the first time I ever filed a return like that. I mean it is new to me. 

Mr. Curtis. You still own this house ? 

Mr. Horricuter. Yes, sir. 

Mr. Curtis. You did get a mortgage? 

Mr. Horricurer. Yes, sir. 

Mr. Curtis. How much are your monthly payments? 

Mr. Horricurer. It is about $95a month. — 

Mr. Curtis. When did you start paying those ? 

Mr. Horricuter. The first 3 months we moved in the landlord told 
us, I mean the builder, that we pay $2 a day rent until we take title. 

Mr. Curtis. When did you start to pay—— 

Mr. Horricurer. The $95? 

Mr. Curtis. Yes. 

Mr. Horricurer. Around August. 

Mr. Curtis. There is about $380 more in expenditures, is there not ? 
Or is that included in your $3,600 living expenses ? 

Mr. Horricutrer. Excuse me a minute. 

Mr. Levy. Will you please repeat the question ? 

(The question was read by the reporter.) 

Mr. Horricuter. That is correct. 
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Mr. Curtis. That is included in your estimate of $3,600 living 
expenses ¢ 

Mr. Horricurer. That is right. 

Mr. DeWrnp. Mr. Hofrichter , you said at the beginning of your 
testimony here that you were the control clerk in the second New York 
division of the Bureau of Internal Revenue office. 

Mr. Horricurer. That is right. 

Mr. DeWinp. What are your duties as control clerk ¢ 

Mr. Horricurer. Assignment clerk. 

Mr. DeWInp. gE par clerk ? 

Mr. Horricurer. Yes, si 

Mr. DeWinp. It is your ewe to assign tax returns for audit? 

Mr. Horricurer. That is right; to ie up members of partnerships, 
claims that go with returns, and have them carded and filed. 

Mr. DeWinp. Explain to the committee, if you will, please, just 
what your duties were and how you performed them. How are returns 
selected for assignment for audit ? 

Mr. Horricurer. They come in bulk form from Washington after 
they are filed with the collector. Washington puts a serial numbet 
on them, and they are sent to us in bulk. We can get a thousand a 


al iv or vV00 a day. ‘| hey are sorted and put In alphabetical order 1th 
the file eabinets. When we get about a substantial sum. about 5.000 
eturns, the boss sends in men to survey these returns—in other words, 


look them over and see which is fit for examination. 

Mr. DeWtnp. That is one of the tasks you performed ? 

Mr. Horricurer. No; the men did that. I took count of how they 
were marked for field or unworthy. In other words, men surveyed 
which returns were fit to go out to examine. You see, some would have 
losses. 

Mr. DeWinp. The returns arrived with serial numbers, in bulk, in 
vour otlice ¢ 

Mr. Horricurer. No; after they were filed with the collector. 

Mr. DeWinv. Then they are processed and serial numbers are at- 
tached ¢ 

Mr. Horricurer. They are sent to Washington to be serialized. 
Each return has a serial number. We get them maybe a month or two 
later in bulk form. We get a thousand or 500 at a time. 

Mr. DeWinp. These were returns where the gross income was in 
excess of $7,500? 

Mr. Horricurer. That is mght. They could come in corporation 
form, partnership, or individual. They would come in bulk form, and 
I would have my people that work with me set them up in alphabetical 
order in steel ¢ abine ‘ts. 

Mr. DeWinp. Set them up in alphabetical order by name of tax- 
paver‘ 

Mr. Horricurer. Yes; as to individuals, corporations, and partner- 
ships. 

Mr. Kean. Do those returns come from Washington or do they 
come directly from the collector's office ? t 

Mr. Horricurer. We get them from Washington. We get small 
returns from collectors, but all the big ones come from Washington. 

Mr. Kran. I did not realize that. 
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Mr. Horricurer. These accumulate and we get quite a number on 
each— 

Mr. DeWrnp. In the case of the individuals’ returns these are indi- 
viduals with gross income of over $7,500. In the case of partnerships, 
is there any limit ¢ 

Mr. Horricurer. Partnerships come in from the collector’s office. 

Mr. DeWrnp. Those are in the nature of information returns; no 
taxes are paid? 

Mr. Horricurer. On partnerships some of them are very large. 

Mr. DeWinp. Those are in the nature of information returns; there 
is no tax paid in the filing of the return ¢ 

Mr. Horricnrer. That is correct. 

Mr. DeWtnp. You get. corporate returns / 

Mr. Horricirer. Of all sizes. 

Mr. DeWinp. How about the partnership returns, all sizes? 

Mr. Horricutrer. No. We send men over to the collector’s office 
and they grade them. ‘They pick them out. 

Mr. DeWrnp. In fact, it is business returns of all kinds where the 
gross business income exceeds $25,000; is that what you get ¢ 

Mr. Horricurer. That is right. 

Mr. DeW inp. All individual returns with gross, nonbusiness income 
of over 57,500 ¢ 

Mr. Horricurer. That is correct. 

Mr. DeWinp. Now you have those in cabinets, alphabetically, by 
type of return ¢ 

Mr. Horricurer. That is right. As they come in and we get a siz- 
able amount in each drawer, the boss sends in about six to eight men, 
and they sit around tables like we have here, and they grade these 
returns. They pick out the ones that have losses and the ones that are 
worthy of examination. 

Mr. DeWinp. Do you have anything to do with that process of 
grading ¢ 

Mr. Horricutrer. No. I take their counts at the end every time they 
have a good-size batch. They make two piles, not fit for examination 
and fit for examination, I will put it that way. The ones that are un- 
worthy of investigation are sent back to Washington, maybe a week 
or two later, and the returns that are fit for examination are put back 
in the drawers, file cabinets, until we get all of them in, because we 
might not have anyone in yet. So that is done on the individuals and 
the corporations and the partnerships. 

Now when that is all set up and done, we take the individuals that 
have partnership income and straight income and make two piles out 
of them, and the individuals with partnership income are tied in with 
the partnerships, with a band around them, that these are members of 
that partnership, like they have three partners. Do you understand 
that point ¢ 

Mr. DeWrnp. Yes. 

Mr. Horricuter. They are tied up, they are immediately carded 
by girls, cards are made. Every day they are looked up against prior 
years to see if there is a year open on them. There might be another 
year open on the squads that the men are working, and they would 
get the next year following. If there is nothing open on them, it 
would go to any squad just as a routine work. 
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Mr. DeWinp. Who decides what squad it should go to? 

Mr. Horricurer. Whoever looks it up. 

Mr. DeWrnp. Would that be part of your duty? 

Mr. Horricnurer. That was part of my duties. 

Mr. DeWinp. You weuld know to which revenue agent the return 
was going to go? 

Mr. Horricuter. No. It is given to a squad chief or a squad leader 
and he is the only one that has authority to hand these to an agent. 
My people would turn them down in bulk form, 43 marked on them 
or 50, 

Mr. DeWinp. You had the power to decide to which squad chief 

would go, that particular return ¢ 

Mr. Horricuwer. That is correct; yes. 

Mr. Kean. How many squads were there? 

Mr. Horricutrer. Thirteen. 

Mr. Kean. There were 13 squads? 

Mr. Horriciurer. Thirteen squads; yes, sir. 

Mr. Kean. Each one had a large number of agents? 

Mr. Horricurer. They had between 35 and 40 men with a squad 
chief in charge of each group. 

Mr. DeW inp. Was it up to you to decide in what order the returns 
would be assigned for audit in addition to deciding which group chief 
would get them ? 

Mr. Horricutrer. You mean to give them out ? 

Mr. DeW inp. I suppose when a group chief has agents who have 
completed all the returns they have, he will ask for additional returns 
to be assigned to that group ¢ 

Mr. Horricutrer. He would go to the head of—Mr. Donohue, assist- 
ine agent in charge, and say that he wants extra work, and he would 
call me up and say, “Assign work to the squad chief.” He would say, 
“Give 20 returns to Mr. So and so: he needs work.” 

Mr. DeWrnp. You would then decide what returns from the group 
of ready returns would go to this particular group chief ? 

Mr. Horricurer. But before vou assign these, they have to be 
checked against prior years because another squad might have a year 
open on one of those returns, and no two squads can have two different 
vears. It had to follow the same year. 

Mr. DeWrnp. If no audit is open 4 

Mr. Horricurer. If there is nothing open, it could go to that squad 
chief. 

Mr. DeWinp. Were those all your duties that you now described ? 

Mr. Horricurer. I typed up claims that came mn. Other agents’ 
offices would send work, returns that are filed in your district. I would 
have to make inventories. Every month I had inventory work, to tie 
up consolidated corporations like American Water Works. They had 
150 to each Lroup: they come ID part time. 

Mr. DeWinp. Now, when a return is assigned to a particular group 
chief, then that group chief assigns it within his group of agents? 

Mr. Horricutrer. Only in his group. . 

Mr. DeWinpb. In accordance with his decision / 

Mr. Horriciter. That is right. 

Mr. DeWinp. So, between you and the group chiefs the decision is 
made as to which returns will be audited and by whom they shall be 
audited / 
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Mr. Horricnrer. He never asked me who to give them to. 

Mr. DeWtinp. The process is that it is your decision plus his decision 
which decides which agent winds up with that return é 

Mr. Horricuter. That is correct. 

Mr. DeWinpb. Now, on or about January 24 of this year did you sub- 
mit a resignation on Form 52 to Mr. Kreigbaum, the internal revenue 
agent in charge in your division ? 

Mr. Horricurer. I will tell you how that came about. 

Mr. DeWinp. | beg your pardon ? 

Mr. Horricurer. | will tell you how that came about. 

Mr. DeWrnp. Just tell me if you submitted such a form. 

Mr. Horrtcurer. Yes; he actually fired me. He called me in and 
told me I am fired. 

Mr. DeWinp. Then you submitted your resignation ¢ 

Mr. Horricurer. He told me to sign it. It was on my desk. He 
told me he has no job for me. 

Mr. DeWinp. As a matter of fact, didn’t he advise you he could not 
accept your resignation when you offered it / 

Mr. Horricurer. No, I told him Iam under investigation. 

Mr. DeWrnp. Didn’t you have a Form 52 in which you said you 
resigned “to better the present position I hold” ¢ 

Mr. Horricurer. He said to put something down. 

Mr. DeWrnpv. You wrote that down, “to better the present position 
I hold now”? 

Mr. Horricnrer. That is right. 

Mr. DeWrnp. You wrote that down in Mr. Kreigbaum’s office ? 

Mr. Horricuter. He said to put something down; he couldn't use 
me any more; there is too much pressure going on. 

Mr. DeWrnp. Did he not also advise you that no resignation could 
be accepted while you were under investigation ¢ 

Mr. Horricntrer. No, he didn’t advise me anything. 

Mr. Kean. You savy he told vou there was too much pressure ? 

Mr. Horricnrer. That is right. 

Mr. Kean. What did he mean by that ? 

Mr. Horrtcuter. He said, “A special agent is investigating you,” 
and he said, “I don’t want to have you around here.” I told him, “I 
can’t quit under fire. I want to see my way through.” He said, “I 
have no job for you.” He said, “There are the papers, sign them and 
cet. out.” 

In fact, he called for me to come in. 

Mr. DeWrnpv. Did Mr. Kreigbaum discuss with you the various 
misstatements and errors and falsifications? 

Mr. Horrtcurer. No, he didn’t discuss anything. He started yell- 
ing when I came in there. He called me from the middle of my work. 

Mr. DeWrnxp. Did you tell Mr. Kreigbaum at that time you had 
known Harry Gross for a long time and had gone with him and his 
friends to race tracks ? 

Mr. Horricurer. No, I never told him that. 

Mr. DeWtnp. You are sure you never said that ? 

Mr. Horricutrer. He asked me if I knew him. I said I might have 
seen him at a track. 

Mr. DeWrxp. Do you know Harry Gross? 

Mr. Horricnter. No. 
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Mr. DeWrnp. But you would recognize him if you saw him at the 
race track ¢ 

Mr. Horritcurer. I saw him at the track once or twice. 

Mr. DeWinp. So you know what he looks like ¢ 

Mr. Horricurer. Yes. 

Mr. DeWinp. Have you ever spoken to him ¢ 

Mr. Horricurer. Never. 

Mr. DeWinb. You are sure of that ? 

Mr. Horricurrr. That is right. 

Mr. DeWinp. There can be no doubt about that whatsoever / 

Mr. Horricutrer. That is correct ; I have seen him at the track. 

Mr. DeWinp. “Have you ever spoken to him?” is my question. 

Mr. Horricurer. No. 

Mr. DeWrnp. You did not tell Mr. Kreigbaum, you are sure, that 
you knew Harry Gross / 

Mr. Horricirrer. I didn’t tell him I knew him. He asked me if 
I ever knew him or saw him. I said I had seen him at the track. 

Mr. DeW1np. Up to that time when Mr. Kreigbaum called you in, 
you had no intention to resign ¢ 

Mr. Horricurer. No. He called me in the middle of my work. 
The head of my room told me that he wanted to see me immediately. 
This happened about 9 o’clock on January 24. 

Mr. DeWinp. Did you inform Mr. Kreigbaum at that time that 
you could regularly earn $10,000 gambling ¢ 

Mr. Horricurer. Did [I what? 

Mr. DeWinpv. That you could regularly and easily earn $10,000 
a year through gambling? 

Mr. Horricurer. I told Mr. Kreigbaum that? 

Mr. DeWinv. Yes; did you? 

Mr. Rorricurer. No; he asked me about gambling. 

Mr. DeWinpv. He asked you if you could regularly earn $10,000 
a year gambling? 

Mr. Horricurer. No. He said, “What is all this fire about?” I 
said, “Probably about my gambling this year.” I told him I prob- 
ably won $10,000. 

Mr. DeWinp. Did you say you could do it regularly without any 
question ¢ 

Mr. Horriciurer. I did not say that. 

Mr. DeWinv. Did you say in substance or in effect that you could 
regularly win $10,000 a vear through gambling? 

Mr. Horricurer. I said I probably could win that. 

Mr. DeWinp. You did say you probably could win that? 

Mr. Horricutrer. That is right. 

Mr. Curtis. When did you say that? 

Mr. Horricurer. January 24, because he asked me what is it all 
about. 

Mr. Curris. Is that before or after the first horse came in? 

Mr. Horricnrer. That is January 24, 1952. 

Mr. Curris. That is this year? 

Mr. Horricurer. This year. He said, “What is all this about?” 

“Probably about my gambling.” 

He said, “How did you do?” 

I said, “Probably won about $10,000.” 
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Mr. DeWinp. Have you not received a letter from the head of the 
Personnel Division of the Bureau of Internal Revenue, Mr. Lynch, 
dated February 14, 1952, informing you that your resignation cannot 
be accepted ¢ 

Mr. Horricuter. I did receive a letter like that. 

Mr. Curier. Was that signed by Mr. Baradel # 

Mr. DeWinp. No, that was Mr. Lynch; the letter is dated February 
14, 1952. 

Mr. Cutter. He got the letter; I know that. 

Mr. DeWrnp. I have no more questions, Mr. Chairman, 

Mr. Curtis. In the course of distributing tax files to squad chiefs, 
did you ever see the file of anybody you knew? 

Mr. Horricurer. No. 

Mr. Curtis. Never did? 

Mr. Horricuter. That is right. 

Mr. Curtis. How many years were you in that work? 

Mr. Horricuter. I started as a messenger. 

Mr. Curtis. I mean, how many years were you in the work of dis- 
tributing tax files to squad chiefs? 

Mr. Horricurer. About 8 or 10 years. 

Mr. Curtis. Never ran across the file of anyone you knew? 

Mr. Horricurer. That is right. My friends were bookmakers. 

Mr. Curtis. Now, how many squad chiefs were there ? 

Mr. Horricuter. There are 13 squad chiefs. 

Mr. Curtis. How many of those did you know? 

Mr. Horricuter. Squad chiefs? 

Mr. Curtis. Yes. 

Mr. Horricuter. I knew every one of them. 

Mr. Curtis. How many of them were friends of yours? 

Mr. Horricutrer. Every one was my friend. I had no enemies. 

Mr. Curtis. How many were close friends? 

Mr. Horricuter. They are all about the same. 

Mr. Curtis. Did you ever see any of them socially ? 

Mr. Horricuter. No. 

Mr. Curris. Did you ever go to the races with any of them? 

Mr. Horricurer. Never. 

Mr. Curtis. Did you ever go out to lunch with any of the squad 
chiefs ? 

Mr. Horricuter. No. 

Mr. Curtis. Visit with any of them? 

Mr. Horricuter. No, sir. 

Mr. Curtis. Talk to any of them over the telephone ? 

Mr. Horricuter. No, sir. 

Mr. Curris. Did any of them place any bets, to your knowledge, or 

ith your assistance or through you? 

Mr. Horricuter. Once or twice I got a bet. 

Mr. Curtis. Who were they / 

Mr. Horricurer. I refuse to answer that. 

Mr. Curtis. Go ahead and answer. 

Mr. Levy. Repeat the last question, please. 

(The quest ion was read by the reporter. ) 

Mr. Horricuter. There is a Mr. Bowe. 

Mr. Currts. How does he spell his name? 


91550—52—pt. 4 11 





2824 INTERNAL REVENUE INVESTIGATION 


Mr. Horricuter. B-o-w-e. 

Mr. Curtis. What is his first name? 

Mr. Horricurer. James. 

Mr. Curtis. He is a squad chief? 

Mr. Horricurer. That is right. 

Mr. Curtis. Do you know where he lives? 

Mr. Horricuter. No. 

Mr. Curtis. How many times did he place a bet through you? 

Mr. Horricnrer. Once in a while he would bet. 

Mr. Curtis. Do you mean by that once or twice a week? 

Mr. Horricurer. No; maybe once a month. 

Mr. Curtis. Once a month for how many months? 

Mr. Horricutrer. Maybe 8 months or 10 months. 

Mr. Curtis. So, 8 or 10 times Mr. Bowe placed a bet through you. 
Did he ever win anything? 

Mr. Horricurer. One day he would win, the next time he would lose. 

Mr. Curtis. I cannot hear you. 

Mr. Horricuter. One day he would win, the next time he would lose. 

Mr. Curtis. How much did he win? 

Mr. Horricuter. I don’t remember. 

Mr. Curtis. About how much? 

Mr. Horricutrer. About $5 or something. 

Mr. Curtis. He would bet about $5 ? 

Mr. Horricuter. Yes. 

Mr. Curtis. Did he ever bet on a hot horse? 

Mr. Horricuter. No. 

Mr. Curtis. Did he ever bet on a long shot and win? 

Mr. Horricnrer. He used to put it on ball games, $5 or something. 
The world series, he would bet a game. 

Mr. Curtis. What is the biggest win he ever took? 

Mr. Horricutrer. That he ever won ? 

Mr. Curtis. Yes. 

Mr. Horricuter. He won about $15 once. 

Mr. Curtis. Now, what other squad chiefs did you place bets for, 
that they bet through you? 

Mr. Horricuter. That is all, 

Mr. Curtis. I understood you said one or two of them did. 

Mr. Horricuter. One was an agent. He is not in the Department 
any more. 

Mr. Curtis. What was his name? 

Mr. Horricuter. I don’t remember now. 

Mr. Curtts. When did he leave the Department ? 

Mr. Horricuter. A few years ago. 

Mr. Curtis. He was a squad chief? 

Mr. Horricurer. No, he was just an ordinary agent. 

Mr. Curtts. What other squad chiefs did you ever place a bet for 
besides Mr. Bowe? 

Mr. Horricuter. That is all. 

Mr. Curtis. Over a period of 8 or 10 months you did place bets for 
him ¢ 

Mr. Horrtcntrer. That is right. 

Mr. Curtis. But you never talked to him socially? 


Mr. Horricuter. No. 
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Mr. Courris. How did he happen to know that you were a betting 
expert ¢ 

Mr. Horricuter. He probably heard about it. 

Mr. Curtis. He came to you and talked to you about it ¢ 

Mr. Horricuter. When I went down to his room I probably told him, 
“T am going to bet on a fight,” or something. 

Mr. Curtis. Did you ever go out to lunch with him? 

Mr. Horricuter. No. 

Mr. Curtis. Ever see him socially ? 

Mr. Horricuter. I never went out to lunch with anyone in that place. 

Mr. Curtis. Ever in his home? 

Mr. Horricuter. No. 

Mr. Curtis. Did you ever see any of his family ¢ 

Mr. Horricurer. No. 

Mr. Curtis. Now, did anyone ever talk to you, any taxpayer, about 
any tax file that might go through your hands for assignment to a squad 
chief ¢ 

Mr. Horricurter. No. 

Mr. Curris. Never in all the years? 

Mr. Horricuter. That is right. 

Mr. Curtis. Did you ever look at the names on there ¢ 

Mr. Horricurer. On what ? 

Mr. Curtis. On the tax files that you had handled. 

Mr. Horricuter. You mean that I would have to send out ? 

Mr. Curtis. Yes. 

Mr. Horricutrer. Well, no. I had people working with me, about 
five or six people. 

Mr. Curtis. You were the one that made the decision as to what 
squad chief would get a certain tax case / 

Mr. Horricurer. That is right. 

Mr. Curtis. No taxpayer ever talked to you about that ? 

Mr. Horricuter. No. 

Mr. Curtis. Did you ever talk to any taxpayer about it # 

Mr. Horricuter. No. 

Mr. Curtis. Do you remember ever mentioning any case that went 
through your hands to anybody outside of working hours? 

Mr. Horricuter. No. 

Mr. Curtis. That is all. 

Mr. Kean. When Mr. Curtis asked you the question as to whether 
you ever placed bets for squad chiefs you said, I believe, that there 
were more than one. Now you deny the fact. 

Mr. Horricnrer. I mean only a squad chief and agent. 

Mr. Kean. There was only one squad chief in spite of the fact that 
previously you said there were more ? 

Mr. Horricurer. I meant there was another agent. 

Mr. Kean. We were talking about squad chiefs because you spe 
cifically said squad chiefs. , 

Mr. Horricurer. I remember him as one of the men that worked 
there. 

Mr. Kran. You previously testified a lot more than one of the men 
who worked there used to place bets through you. You said that a 
lot of them did. Are you changing your testimony again and saying 
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there was only one agent who has since left the office, and one squad 
chief—they are the only ones? 

Mr. Horricutrer. This is going back years. I can’t remember all of 
them. There are a few of them. 

Mr. Kean. A few of them? Again you say there were more than 
one. Now you change your testimony again. That is the second time 
you changed it in this manner. Now you are sure there was not any 
other squad chief who occasionally placed bets with you? 

Mr. Horricurer. No; there wasn't any more. 

Chairman Kine. You may be excused, Mr. Hofrichter. I believe 
you are aware that it is quite obvious the investigation in the matter 
will continue. 

Mr. Curter. May we thank you for a very fair, very patient and 
courteous hearing. Mr. Levy and I take some pride in the fact that 
whatever may be said about the testimony of the witness, at least he 
did not once refuse to answer any question or take advantage of any 
constitutional immunity. At least that seemed to me to be a little 
refreshing. 

Chairman Kine. It is. Thank you very much. 

Mr. Curter. Are we excused, sir? 

Chairman Kine. You are. 

Mr. Curter. Thank you. 

Chairman Krne. Mr. Weiss, will you take the stand, please? Will 
you be sworn, Mr. Weiss ? 

Do you solemnly swear that the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Wess. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF GEORGE J. WEISS, SPECIAL AGENT, INTELLIGENCE 
DIVISION, BUREAU OF INTERNAL REVENUE, NEW YORK, N. Y. 


Mr. DeWrnp. Mr. Weiss, would you state your full name, please ? 

Mr. Wess. George J. Weiss. 

Mr. DeWinp. You are a special agent of the Intelligence Division 
assigned to duty in New York City? 

Mr. Weiss. I am that. 

Mr. DeWrnp. Since October of last year have you been assigned 
to joint investigations with the King subcommittee ¢ 

Mr. Wetss. No; I am not, Mr. DeWind. I have been assigned to 
make a special investigation for the benefit of the Intelligence Unit 
of information and allegations from all sources concerning one Paul 
Hofrichter. 

Mr. DeWrnp. In that work you have worked jointly and coopera- 
tively with the staff of the King subcommittee; have you not? 

Mr. Weiss. I will put it in the term “cooperatively”; we assisted 
each other. My direct responsibility, we will say, is to the Intelli- 
gence Unit. 

Mr. DeWrnp. You are an employee of the Bureau and have been 
throughout, but the investigations have been conducted jointly ? 

Mr. Werss. That is right. 

Mr. DeW Np. Now, in the testimony that Mr. Hofrichter has given 
ere today he has denied making certain statements to you, particu- 
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larly with respect to the amount of his gambling winnings in 1951, 
and other statements. In any of that testimony concerning oral or 
written statements furnished to you are there inconsistencies between 
what he testified here today and what he told you earlier? 

Mr. Wetss. Yes; there were, as I remember it. 

Mr. DeWrnp. Could you relate the most important of those, please ? 

Mr. Wetss. The most important that I can remember is that in 
relation to the amount of money he won playing the horses, or horse- 
race bets. 

In his first interview Mr. Hofrichter did not disclose to me that he 
had moved, and all information I had on him at that time was that 
address in Brooklyn, with which I was familiar, from which he had 
filed his previous returns. It was subsequently disclosed during the 
investigation that I conducted that he had moved from that address, 
and I was a little put out to find that somebody I was investigating 
was not cooperating. 

I asked him why he hadn’t told me. He said I was only embracing 
the 5 years ending in 1950. I pursued that question further and 
asked him what type of house he was living in; was it another apart- 
ment or private house? He stated it was a private house. It finally 
developed he had purchased the house. 

Knowing that he was not a veteran, I knew he would have to make 
a sizable down payment on the house. I asked him if he had done 
such. He said he had; he had paid five grand down. I remember 
that precisely because when he made that statement I was taken aback, 
because I noticed in his net-worth statement he wasn’t in possession 
of $5,000. This was during our second interview. 

I asked him from what source he derived these funds to make that 
down payment. He said he won on the horses. I said, “Did you 
win anything else on the horses?” being particularly alert because, even 
though I had heard bigger figures, $5,000 to me is a lot of money and 
I believe it would be to Mr. Hofrichter’s category or class. 

So this figure was very firmly planted in my mind. Then Mr. 
Hofrichter told me, “No, that is all I won on the races because when 
I had that, my wife, she gave me the idea to put it down on the house. 
It was from her I got the idea.” He proceeded to make the purchase 
of the house, and all he had was the $5,000, his total winnings. 

I asked him again, “Did you make any further bets?” He said no, 
his wife made him stop betting on the horses at that time, and he did. 

We proceeded further on some other questions because he had 
mentioned to me at times previous a television set. Knowing he 
had moved into a new house, I asked him if he bought any furniture 
to put in his new house. He said, “Yes, two grand.” I asked, 
“Where did you get the money for that? You have already told me 
you stopped betting on the horses.” 

He said, “I won that on the fights.” 

And from that conversation I have a very distinct memory that 
Mr. Hofrichter told me he only won five grand and his wife made him 
stop betting on the horses and he complied with her request. 

Mr. DeWrnp. That is, he told you at that interview he had won 
only $5,000 from horse bets and had won $2,000 on fight bets and there 
were no other horse-race winnings ¢ 

Mr. Wess. That is right. 
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Mr. DeWrnp. Can you establish the date of this interview / 

Mr. Weiss. That interview was on January 11, 1952. It was had 
in Foley Square, at room 2803, the courthouse. 

Mr. DeWrnp. At that time had he produced this little slip of paper 
which he claims was his contemporaneous record of his horse-race 
winnings ¢ 

Mr. Wess. No, he did not. He did not produce that until his see 
ond interview when at that time I put him under oath immediately 
on the presentation of that slip of horse-race winnings. 

Mr. DeWinp. What was the date of that / 

Mr. Wetss. I believe it is marked on the paper itself. That was 
4 days later, January 15, 1952. 

Mr. DeWrnp. Did his testimony under oath at that time change 
from the testimony he had given at the informal, unrecorded inter- 
view ¢ 

Mr. Weiss. As I remember it, not materially. 

Mr. DeWrnp. In other words, he still disclosed only $5,000 of horse- 
race winnings ¢ 

Mr. Wertss. Yes, he insisted he had made the slip up at the time of 
the wagers, and then attempted to identify some prize fights, and 
there again I can continue to answer your earlier question about 
variations in testimony. 

Mr. Curtis. Before you go into that, I would like to ask something 
about the change of address. When did you first learn that he had 
moved and had a new address which was the address of this new 
house ? 

Mr. Werss. Sometime before January 11, 1952, and subsequent to 
December 19, 1951. 

Mr. Curris. Now do you recall the general nature of your ques- 
tion? Did you ask him what his address was or where he lived in the 
present tense f 

Mr. Weiss. Yes, I did. I remember my precise questioning because 
it would have been in the nature of qualification to identify properly 
the person. I asked him his name and where he lived, and he said 
at 2662 Ocean Avenue, Brooklyn. I asked him where he was born. 
He said the Bronx on November 5, 1908. 

Mr. (CURTIS. Did you have this net-worth statement before vou? 

Mr. Wess. I had a copy of that before me. 

Mr. Curtis. Was he aware of that? 

Mr. Wetss. Yes, he was. I had already advised him he was being 
questioned on the answers he submitted in that statement. 

Mr. DeWrtnp. To establish that point, this is the King subecom- 
mittee net-worth questionnaire. Was that in conflict in any way with 
the Bureau net-worth questionnaire ? 

Mr. Weiss. There was no Bureau net-worth questionnaire requested 
because he was not the type that came in contact with taxpayers. 

Mr. DeWrnp. He did not fall in that classification ? 

Mr. Weiss. Not the Bureau questionnaire. This was sent to him 
because of some allegations, so I am informed, Mr. Dowling had made. 

Mr. DeWrnp. In other words, assignment clerks all over the coun- 
try have not received these questionnaires ¢ 
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Mr. Weiss. That is true, to the best of my own personal knowledge. 
I think my understanding of that request is that all field agents or 
people coming in contact with either the taxpayers or their representa- 
tives. ' 

Mr. DeWinp. That was the general category and apparently this 
rather significant group is omitted ? 

Mr. Weiss. That is true. 

Mr. DeWinp. I am sure Mr. Curtis wanted to continue his line of 
questioning. I wanted to pin that down. Do you wish to continue, 
until he returns, with any other inconsistencies that developed ¢ 

Mr. Weiss. Yes. 

When Mr. Hofrichter presented me with this particular slip and 
told me that he had gotten his tips from Packy, the bookmaker, I 
have a vivid memory of our drive on racketeers in the Bureau and 
the request that was circulated by mimeographed form to every em- 
ployee to list thereon all the names of known racketeers and book- 
makers. So I asked Mr. Hofrichter why he did not list Mr. Packy 
as a bookmaker. He said Mr. Packy was not a bookmaker, that he 
only ran for the syndicate, he was a runner, he was trying to make 
a living, he was not a bookmaker. 

I think he just said a few moments ago his friends were bookmakers, 
he didn’t see the returns of the bookmakers. He told me at the time 
he didn’t know any bookmakers. 

I will not attempt to give all of them. Some I do notice. I noticed 
today he made a statement that he won $800 on the Charles-Wolcott 
fight. He previously told me he won $125 on that particular fight. 
[ think that statement was made under oath. 

There were others that right now I have made no notation of when 
they were made, but I do recall 

Mr. DeWtnp. You have had two interviews that you conducted 
alone with Mr. Hofrichter that were under oath and transcribed ? 

Mr. Weiss. Yes. 

Mr. DeWinp. Then there was a third interview conducted by you at 
which Mr. Schapiro was present, and that was also transcribed ? 

Mr. Weiss. The third interview was not conducted by me. I put 
Mr. Hofrichter under oath for the benefit of the interview to be con- 
ducted by Mr. Flom of the committee. The third interview was a 
committee interview. The earlier two were my interviews for the 
Bureau. 

Mr. DeWinp. I am sorry I interrupted, Mr. Curtis. That is all I 
have. 

Mr. Curtis. Coming back to that address, when you did learn that 
he was living in a private house he then made some excuse for not 
having given that information before ‘ 

Mr. Weiss. The same excuse that was given today, that I was only 
embracing the 5 ‘years ending December 31, 1950. 

Mr. Kean. Is Mr. Hofrichter’s description of how the returns are 
handled with reference to handing them out to squad leaders correct, 
as far as you know? 

Mr. Wertss. As far as I know, it is a very accurate representation. 
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Chairman Kine. That will be all, Mr. Weiss. The committee ap- 
preciates your cooperation and assistance. 

Further hearings of employees such as we have had in the past few 
days are put over until next Wednesday. 

The testimony of the past 2 days should be considered together with 
the hearings several months ago concerning revenue officials in the 
New York area. A pattern has emerged of highly unusual sources 
of funds. Large horse-race winnings, bridge systems, caches of cur- 
rency and loans and gifts from relatives have been used to explain 
expenditures far beyond salaries. Reasonable people are forced to 
conclude that in the aggregate at least these explanations are unbe- 
lievable. This subcommittee is planning to hold additional hearings 
concerning this general problem. We further plan to study audit pro- 
cedures with a view toward recommending corrective legislation. We 
must attempt to eliminate or hold to a minimum the opportunities for 
corruption in tax audits. 

(Whereupon, at 5:30 p. m., the hearing was recessed to reconvene 
on Wednesday, March 19, 1952, at 10 a. m.) 
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WEDNESDAY, MARCH 19, 1952 


House or RepreseNnraTives, 
SUBCOMMITTEE ON ADMINISTRATION OF 
THE INTERNAL ReveNvE Laws oF 
THE COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building. Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present : Representatives King, O’Brien, Keogh, Kean, Curtis, and 
Byrnes. 

Present also: Adrian W. DeWind, chief counsel to the subcommit- 
tee; and Donald Schapiro, assistant counsel. 

Chairman Krne. The subcommittee will be in order. 

Mr. DeWrnp. Mr. Giunta. 

Chairman Kine. Mr. Giunta, please. Would you be sworn again, 
please? You do solemnly swear the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Giunta. I do. 


TESTIMONY OF ROSARIO GIUNTA, A SPECIAL AGENT OF THE 
BUREAU OF INTERNAL REVENUE—Resumed 


Mr. DeW1np. Mr. Giunta, when you testified here the other day you 
said you had been assigned since last October to joint investigations 
with this subcommittee; is that correct é 

Mr. Giunta. Yes. 

Mr. DeWrnp. Did one of those investigations involve a revenue 
agent named Adrian Ash ¢ 

“Mr. Grunta. Yes, sir. 

Mr. DeWinpb. When were you assigned to that investigation ? 

Mr. Grunta. October 3, 1951. 

Mr. DeWinv. Where was Mr. Ash assigned to duty as a revenue 
agent ¢ 

Mr. Giunta. Mr. Ash was assigned to the third New York district. 

Mr. DeWrnp. What is Mr. Ash’s present status as regards his 
employment by the Bureau of Internal Revenue ? 

Mr. Giunta. At the present time Mr. Ash is under suspension. 

Mr. DeWinpb. When was he suspended ? 

Mr. Giunta. As of the close of business March 7, 1952. 

Mr. DeWinp. That suspension was based upon charges delivered to 
Mr. Ash, was it ? 

Mr. Giunta. Yes, sir. 
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Mr. DeWinp. Those charges were the outcome of the joint inves- 
tigation in which you participated ¢ 

Mr. Grounta. Yes, sir. 

Mr. DeWinp. How long was Ash employed in the Internal Revenue 
Service ? 

Mr. Grunta. Since 1935. 

Mr. DeWrnp. During that entire period was he a revenue agent in 
the upper New York division ¢ 

Mr. Gronta. Yes, sir. 

Mr. DeWrnp. Can you state the range of his salary, his entering 
salary and his final salary ? 

Mr. Grunta. His entering salary was $2,600. He is now earning, or 
was earning, $8,000. 

Mr. DeWrnp. What did your investigations disclose as to Mr. Ash's 
education and training ? 

Mr. Gronta. Mr. Ash is a graduate of New York University, 
received a degree in accounting in 1924. 

Mr. DeWrtnp. Is Mr. Ash a certified public accountant? 

Mr. Giunta. Yes, sir. 

Mr. DeWrnop. Is he certified in New York State ¢ 

Mr. Gronta. New York State. 

Mr. DeWrnp. Did you know when he received his certificate ? 

Mr. Giunta. 1932. 

Mr. DeWinp. Did Mr. Ash file a financial statement covering the 
period 1935-50 on the subcommittee’s form ¢ 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. Did he also file a net worth statement and financial 
statement on the Bureau of Internal Revenue form ? 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. Over the period from 1946 to 1950, inclusive, what was 
the total income that Mr. Ash had from salary and the salary of any 
members of his family and dividends, and so forth ? 

Mr. Gronta. The salary of Mr. Ash—Mr. Ash’s salary and his 
wife’s salary and dividends amounted to approximately $40,100. 

Mr. DeWinp. $40,000 over the 5-year period ? 

Mr. Giunta. Yes, sir. 

Mr. DEW inp. That is as reported in his financial statements ? 

Mr. Giunta. That is reported on his income-tax return. 

Mr. DeWinp. And as shown in his statements, too ? 

Mr. Gronta. Yes, sir. 

Mr. DeWinp. During that period 1946 to 1950, inclusive, what were 
the total expenditures shown by Mr. Ash for himself and his family ? 

Mr. Giunta. The total expenditures amounted to approximately 
$62,300. 

Mr. Kean. How much ? 

Mr. Giunta. $62,300. 

Mr. DeWinp. In addition to that, if you take his savings and other 
assets on hand at the beginning of the period and compare them with 
those at the end, was there an increase or reduction in his savings? 

Mr. Giunta. An increase. 

“wae Daw. Can you show the items that were increased spe- 
cifically ¢ 
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Mr. Giunta. Yes. Do you want the amounts ¢ 

Mr. DeWrnp. Yes. 

Mr. Grunta. A stock increase of $1,890. There was a reduction 
in a mortgage payable of $1,100. There was an increase in annui- 
ties of $3,700, an increase in bank balance of $2,200, and there was 
an adk litional increase in United States bonds of $5,600. 

Mr. DeWinp. That is a total of about $14,500 of increased savings. 

Mr. Curtis. Over what period ¢ 

Mr. Giunta. From 1946 through 1950, inclusive. That is a 5-year 


period. 

Mr. Curtis. Was that mortgage indebtedness reduced by monthly 
payments or lump sum / 

Mr. Giunta. Monthly payments. 

Mr. DeWinp. But add that to the expenditures of $62,300, and you 
have a total of $76,800, as compared with total income of $40,000, or 
an excess of $36,700 of expenditures over income received; is that 


correct ¢ 

Mr. Giunta. Yes. 

Mr. DeWinv. Did Mr. Ash provide you with an explanation of 
expenditures and the increase in savings of almost double his salary 
over the 5-year period ¢ 

Mr. Giunta. Yes. 

Mr. DeWinp. Was an item of explanation $5,800 of gambling win- 
nings during the period ¢ 

Mr. Giunta. $5,800 was reported on his return as gambling gains; 
yes. 
Mr. DeWtnp. Did he show an item of loans received of $7,550? 

Mr. Giunta. Received. 

Mr. DeWrnp. That is, loans from an individual ¢ 

Mr. Gronva. From an individual, yes. 

Mr. DeWinp. In addition to that he borrowed some money on his 
life insurance policies ¢ 

Mr. Grunta. Yes, sir. 

Mr. DeWrnp. Then was there also an item of gifts to his family 
totaling $10,500 during the period ? 

Mr. Grunva. Yes, sir. 

Mr. DeWrnp. Then did he also show a decrease in the cash on hand 
of some $2,000 ¢ 

Mr. Giunta. He did. 

Mr. DeWrnp. That is a decrease in cash ? 

Mr. Grunta. Cash on hand. 

Mr. DeWrnp. That is not a bank account decrease but a reduction 
in cash held as cash ¢ 

Mr. Gruntra. Yes, sir; a reduction of cash on hand. 

Mr. DeWrnp. Where did he keep this cash; did he say ? 

Mr. Giunta. At home. 

Mr. DeWrnp. At the end of the period it was how much? 

Mr. Gronta. $1,200. 

Mr. DeWrnp. At the beginning of the period it had been some 
$3,200 ¢ 

Mr. Gronta. Yes, sir. 

Mr. DeWinp. What did Mr. Ash say about that cash? Was it his 
practice to keep it in a box in the house ? 
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Mr. Giunta. He just stated he kept it on hand at home. 

Mr. DeWtnp. He did not keep it in the safe-deposit box? 

Mr. Gronta. No, sir. 

Mr. DeWrnp. This $3,200 in bills he kept in his home gradually 
decreased by $2,000 over this period, according to Mr. Ash’s explana- 
tion ¢ 

Mr. Gronta. Yes, sir. 

Mr. DeWrnp. Did he give any explanation to you as to why he 
desired to keep a large amount of cash in his house f 

Mr. Giunta. No explanation why the cash was kept. 

Mr. DeEWinpv. How did he keep it? Did he keep it in a locked box 
or a shoe box or a drawer? 

Mr. Gronta. In a drawer. 

Mr. DEW inp. That he kept it in a drawer in his home. 

Have you any information as to Mr. Ash’s current health condition ? 

Mr. Grounta. At the present time Mr. Ash is hospitalized. 

Mr. DeW inp. Have you been informed what led to his hospitaliza- 
tion? 

Mr. Gronta. No, sir. 1 don’t know what led to his hospitalization. 
I know he is in the hospital at the present time. 

Mr. DeWrnp. Have you been told what the nature of his illness is? 

Mr. Giunta. Yes. He has a kidney condition. I understand he 
is going to have part of one kidney removed. 

Mr. DeWrinp. When was Mr. Ash admitted to the hospital ? 

Mr. Gronta. I don’t know the exact date, but it was in March of 
1952. 

Mr. DeWrnp. It was in this month he was admitted to the hospital? 

Mr. Gronta. Yes, sir. 

Mr. Byrnes. When did it first come to your attention he was under 
doctors’ care ¢ 

Mr. Gronta. When I first started the investigation Mr. Ash ad- 
vised me he was just out of the hospital for the removal of a part of 
the other kidney. He told me he wasn’t feeling too well. 

In March of this year he was back in the hospital again. 

Mr. DeWinp. Can you state of your own knowledge Mr. Ash is in 
fact in the hospital ¢ 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. Have you seen him there yourself? 

Mr. Grunvta. Yes, sir. 

Mr. DeWinxv. When did you see him there ? 

Mr. Giunta. Yesterday. 

Mr. DeW inp. In which hospital is he admitted ¢ 

Mr. Grunva. At Beth Israel Hospital in New York City. 

Mr. Curtis. Did you say the Presbyterian Hospital ? 

Mr. Giunta. The Beth Israel Hospital. 

Mr. Curtis. Where is that located ¢ 

Mr. Giunta. Sixteenth Street and Second Avenue, New York City. 

Mr. DeWinp. How old a man is Mr. Ash? 

Mr. Gruntra. He was born in 1906. He is 46 years old. 

Mr. DeWinv. Did you find in the course of your investigation that 
Mr. Ash had been assigned as a revenue agent to examine the excess 
profits tax relief claim of the Universal Pictures Co. ? 

Mr. Giunta. Yes, sir. 
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Mr. DeWrnp. When was he assigned to that job? 

Mr. Giunta. ¥ anuary 7, 1947. 

Mr. DeWrnp. Can you briefly describe the nature of the claim that 
has been made by Universal ? 

Mr. Giunta. The original claim made by Universal was for the 
relief fund of approximately $20,000,000 bi used upon their constructive 
average base net income of $16,400,000 a year over the period. During 
the investigation I believe it was approximately a year later Unti- 
versal Pictures Co. filed an amended claim reducing their average 
constructive base net income to approximately $11,300,000, 

Mr. DeWinp. Have you been informed that the amount of the tax 
refund that was in effect remained in the neighborhood of some 
$20,000,000 ? 

Mr. Grunta. Mr. Fred Olsen, chairman of the section 722 field 
committee in New York City, informed me that was correct. 

Mr. DeWinp. So both under the original claim and the amended 
claim, according to Mr. Olsen’s information to you, the amount of tax 
refund that was involved was somewhere in the neighborhood of 
$20,000,000 ? 

Mr. Giunta. Yes. 

Mr. DeWrnp. Is it correct that the general nature of the claim 
presented by the company was that due to a change in management 
its prewar earnings record was not a fair measure of its real earning 
power and under the new management it should be increased under 
the general relief provisions of the excess-profits tax ¢ 

Mr. Giunta. Not of my own knowledge I don’t know that. May 
I say I am not too familiar with the section 722 claim? I could not 
answer that particular question. 

Mr. DeWinp. While Mr. Ash had this Universal Pictures Co. claim 
under consideration did you find that he entered into any personal 
transactions or relationships with the Universal Pictures Co. ? 

Mr. Grunra. Did he personally enter into any transactions? 

Mr. DeWrnp. On a personal basis, that is, involving something not 
related to his official duties. 

Mr. Grunta. Yes, sir. 

Mr. DeWinp. Will you describe to the committee what that was? 

Mr. Giunta. In January—I beg your pardon—December of 1947 
Mr. Ash’s wife and son traveled to California to visit him over the 
Christmas holidays by air, the tickets being furnished by Universal 
Pictures Co. 

Mr. DeWinp. You mean Mr. Ash had gone to California in connec- 
tion with the claim he was working on? 

Mr. Giunta. Yes, sir. 

Mr. DeW1np. Where was Mr. Ash staying in California ¢ 

Mr. Giunta. As far as we can determine he was st aying for a part 
of the time at the Beverly-Wilshire Hotel in California. Mr. Ash 
claims that he was also staying at the Lido Hotel in California. How- 
ever, that hasn't been determined as yet. 

Mr. DeWrnp. Have you checked the records of the Lido Hotel? 

Mr. Grunta. The special agent of the California division checked 
the records of one particular Lido Hotel and found no one registered. 
I understand there are a number of Lido Hotels in California. so that 
check has not been completed. 
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Mr. DeWrnp. In Los Angeles? 

Mr. Grunra. In Los Angeles and the neighborhood. 

Mr. DeWrnp. Have you found evidence that Mr. Ash did in fact 
stay at the Beverly-Wilshire Hotel while he was there, from an exami- 
nation of the records of the hotel? 

Mr. Grounra. Yes, sir. 

Mr. DeWrnpv. Did you find that there were records of telephone 
calls, valet service for Mr. Ash, from the period December 10—19, 1947 ¢ 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. Were those bills that you have referred to paid by 
the Universal Pictures Co. ¢ 

Mr. Gronra. Yes. These expenses were part of the hotel bill. 
The hotel bill was paid by Universal Pictures Co. 

Mr. DeWrnp. In addition te that you say reservations were made on 
the airline and at the hotel for Mrs. Ash and their son? 

Mr. Grunva. Reservations were made for the trip to California by 
airline. As far as we can determine there was no reservation made at 
the hotel. 

Mr. DeWtnp. Have you found evidence that they stayed at the 
hotel, that is, Mrs. Ash and the child ? 

Mr. Giunta. Yes. 

Mr. DeWinp. And Mr. Ash? 

Mr. Grunra. Yes. 

Mr. DeWinv. What have you found on that? 

Mr. Gronta. I have here a photostatic copy of the invoice, the hotel 
bill, which shows on the left hand memorandum column the notation 
in pencil “Ash, wife and daughter.” That is a mistake. Mr. Ash has 
no daughter. It should have been “son.” 

“Additional,” and right underneath it shows “Prutzman checked 
out, December 20, 1947; Ash remained.” 

Mr. Curtis. Who checked out? 

Mr. Gronta. Prutzman. 

Mr. Curris. Who is that? 

Mr. Giunta. Mr. Prutzman at that time was general counsel of 
Universal Pictures. 

Mr. Curtis. He had been registered in the hotel too ¢ 

Mr. Giunta. Mr. Prutzman and Mrs. Prutzman were registered at 
that hotel. 

Mr. Curtis. Mr. and Mrs. Prutzman / 

Mr. Gronra. Prutzman, yes. 

Mr. Curris. How was that registration tied into Mr. Ash’s regis- 


/ 


tration ! 
Mr. Gronra. Only by the fact that right here on the left-hand 
column it indicates “Ash’s wife and daughter additional.” There was 


no record on the hotel registration that Mr. Ash registered at the hotel. 
in other words, he was staying as a guest of Mr. Prutzman. 

Mr. Curtis. How was the bill paid ¢ 

Mr. Giunta. The bill was paid by Universal Pictures Co. in Cali- 
fornia and then they had these coast advices sent to the New York 
office and it was charged toan expelise account in the New York ofthe e, 

Mr. Curtis. Paid by check ? 


Mr. Giunta. That T don’t know for sure, but I imagine 


it Was, 
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Mr. Curtis. There seems to be no question but what the bill was 
paid by the picture company ¢ 

Mr. Gronta. There is no question about that. 

Mr. Byrnes. How much was it? 

Mr. Giunta. The total hotel bill amounted to $1,049.49. 

Mr. Curtis. For how long a time? 

Mr. Grunra. From December 3 to 23, 1947. 

Mr. Kean. Did that include the Prutzman bills? 

Mr. Giunta. That includes the stay of Mr. and Mrs. Prutzman. 

Mr. Kean. And Mr. and Mrs. Ash and child? 

Mr. Giunta. Yes, sir. 

Mr. Byrnes. Is there any way of breaking it down ? 

Mr. Grunvta. I tried to, and I have arrived at some figures here. 

Mr. Byrnes. Give me your best estimates as to what a breakdown 
would show. 

Mr. Grunra. My best estimate of the breakdown would indicate 
from the available facts known so far that, of that $1,000, $119 can 
be applied to the stay of Ash and his wife and son. 

Mr. DeWinp. What was the cost of the airplane tickets that Univer 
sal paid ¢ 

Mr. Giunta. The value of the tickets was approximately $725. 
Investigation has only been able to show payinents made by Universal 
of SD50. 

Mr. DeWtixp. Do you know what the explanation for that is? Did 
Universal enjoy some discount ¢ 

Mr. Giunta. No, sir. The only explanation I have been able to 
deter nine is that T W \ failed to bill Universal for one fare. 

Mr. DeWinp. The listed fares for the trips would have been 
STO0- 

Mr. Giunta. S720, approximately; ves. 

Mr. Curtis. What would have been Mr. Ash's per diem allowance 
from the Bureau for the period that he was out there ? 

Mr. Giunta. Mr. Ash received $156 for his stay in California. 

Mr. Curtis. In addition to his transportation / 

Mr.Guiunra. Yes. 

Mr. Byrnes. This $119, you mean that you can definitely allocate 
that to Ash? 

Mr. Giunta. ¥ 

Mr. Byrnes. There are some other items that are inde finite ? 

Mr. Giunta. I have no idea of the days Mr. Ash actually spent at 
the hotel, except from the 19th to the 23d and, in addition, the specific 
charges prior to that date which were telephone calls made by Mr. 
A h. and SO forth. 

Mr. Kean. $119 did not include the room / 

Mr. Giunta. Yes; that does, from the 19th to the 23d. 

Mr. Byrnes. Those are definite items. There may be other parts of 
this 51,000 besides the $119 that are also expenses incurred by Ash ¢ 


Mr. Giunta. It is possible. 

Mr. Byrnes. This you can identify with certainty ? 

Mr. Giunta. That is right. I can identify these items. 

Mr. DeWinp. What you have is an outlay by the company sot 
where between $1,500 and $2,000, and you cannot definitely Say 
much of that should be allocated to the bills for Ash and his fan ily 
that were paid by Universal Pictures? 


Cs. 
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Mr. Giunta. That is correct. 

Mr. DeWinp. Have you been able to establish whether the Uni- 
versal Pictures Co. claimed this expense as a deduction on its tax 
returns ¢ 

Mr. Grunta. I have been in contact with Miss Rita Lipp who was 
secretary and is presently secretary to the general counsel of Uni- 
versal Pictures Co. and she has, through Mr. Keegan who was in the 
accounts payable department as supervisor, stated these expenses were 
deducted on the Universal Pictures Co.’s return for the fiscal year 
originating November 1, 1947, and ending October 1, 1948. 

Mr. Byrnes. In other words, the Government not only paid Ash’s 
expenses but they also paid his entertainment by reason of the tax 
deduction to the Universal Pictures Co. ; is that correct ? 

Mr. Gronta. In effect. 

Mr. Byrnes. The Government was paying through the nose both 
ways. 

Mr. Grunta. In effect that is correct. 

Mr. Byrnes. Apparently to get some influence in his judgment on 
the tax case ¢ 

Mr. Giunta. That I don’t know. If it did come through him or it 
did not influence him either I don’t know. The expenses were 
deducted. 

Mr. Curtis. When was this information first brought to the atten- 
tion of anyone in the Bureau besides Mr. Ash ? 

Mr. Giunta. When I brought it to their attention during this in- 
vestigation just prior to the time the letter of charges was issued. 

Mr. Curtis. It was after this committee started to function ¢ 

Mr. Giunta. Yes, sir. 

Mr. Curtis. And sets up their office there in New York? 

Mr. Giunta. This information came to light after I started the 
investigation. 

Mr. DeWinp. Mr. Giunta, can you say whether this 1947 expendi- 
ture, due to any loss carry-back or unused credit carry-back, was 
carried into the excess-profits-tax period of Universal Pictures? 

Mr. Giunta. I couldn't say that. I am not a revenue agent; I am 
a special agent. I don’t know too much about that excess-profits-tax 
provision in the law. 

Mr. DeWrnp. Did you tell the committee what recommendation 
Mr. Ash made on the excess-profits-tax claim of Universal Pictures, 
which amounted to some $20,000,000 ? 

Mr. Grunta. I don’t believe Mr. Ash’s recommendation actually al- 
lowed or indicated the amount of tax to be refunded. Mr. Ash’s exam- 
ination only concerned itself with determining what the constructive 
average base net income should be for the years involved. His recom- 
mendation tied pretty closely to the amount claimed on the amended 
claim filed by the Universal Pictures. 

Mr. DeWrnp. Mr. Ash’s report on the matter allowed the greater 
part, or nearly all, of what the company had claimed in its second 
claim ? 

Mr. Giunra. As far as the constructive base net income is con- 
cerned, yes. 

Mr. DeWrnp. If Mr. Ash’s report had been approved, that would 
have resulted in a refund of excess-profits taxes to the Universal Pic- 
tures Co. of some amount close to $20,000,000; is that correct ? 
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Mr. Grunta. Mr. Olsen indicated that to be true, that if Ash’s 
report had gone through they would have received a refund of ap- 
proximately $20,000,000. 

Mr. DeWinpv. Was Mr. Ash’s report approved ? 

Mr. Giunta. No. 

Mr. DeWinp. Was the amount he had recommended allowing sub- 
stantially reduced ¢ 

Mr. Giunvra. I believe so; yes. 

Mr. DeWinp. Can you estimate roughly what percentage of the 
credit, the additional credit claimed by the Universal Pictures Co., 
was ultimately allowed ? 

Mr. Giunta. I believe, roughly speaking, the constructive average 
base net income for the period was reduced by approximately 75 
percent. 

Mr. DeWrnp. Reduced to 25 percent ? 

Mr. Giunta. Approximately, of what was claimed. 

Mr. DeWinp. So about 75 percent was disallowed of the claimed 
credit ¢ 

Mr. Giunta. Yes. 

Mr. DeWinp. Mr. Chairman, I have here an affidavit, dated March 
6, 1952, of A. Frederick Olsen, internal-revenue agent, chairman of 
the section 722 field committee in the upper New York division, which 
constitutes a brief summary of the handling by the Bureau of this 
claim. I ask it be made part of the record at this point. 

Mr. O’Brien (presiding). Without objection, it is so ordered. 

(The material referred to is as follows:) 


I, A. Frederick Olsen, an internal-revenue agent in the Upper New York 
District, being duly sworn, make the following statements : 

On or about September 1, 1946, when Section 722 Field Committees were 
established in every field division, I was designated Chairman of the Committee 
in the Upper New York Division. I still hold that position. 

The prescribed functions of the Field Committee consist of processing claims 
for relief from excess-profits taxes filed by corporations under section 722 of 
the Internal Revenue Code. The relief, when allowed, takes the form of a 
reduction in excess profits tax liability through the allowance of a “constructive” 
excess-profits credit based upon a constructive average base period net income 
as a substitute for the statutory credit otherwise allowable under sections 713 
or 714. The various steps in such processing begins with the field examination 
of the claim by an examining officer specializing in section 722 matters and his 
preparation of a special report. This report contains a comprehensive analysis 
of the facts based on the evidence, a statement of the application of the law 
to the facts and the examining officer’s recommendation respecting the con 
structive average base period net income allowable under the circumstances, 

The report of the examining officer must be reviewed and approved by a mem- 
ber of the Field Committee and must then be submitted to the Chairman of the 
Field Committee for review. If approved by the chairman the report becomes 
the report of the Field Committee. If the taxpayer is in agreement with the 
recommendations, the report forms the basis of the Field Committee’s certifi- 
cation of the record to the Excess Profits Tax Council in Washington. 

Universal Pictures Company filed claims for relief for the fiscal years ended 
October 31, 1941, to October 31, 1946, inclusive, asserting aggregate reductions 
in excess profits taxes for all these years of about $20,000,000, based upon its 
own computation of a constructive average base period net income of about 
$16,400,000 for each year, except that for the fiscal year 1941 the figure was 
about $13,000,000. The actual average base period net income allowable under 
section 713 varied in the several years from about $1,600,000 to about $1,900,000. 

These claims were accompanied by two volumes of narrative with a mass of 
financial, statistical and economic data. My own superficial review of these 
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claims, shortly after they were received in this office in the latter part of 1945, 
had indicated that the claims were rather complicated and that the voluminous 
data submitted would involve a comprehensive investigation of every phase of 
the taxpayer's operations. The taxpayer's attorney, Mr. George Rogers of Gard 
ner, Morrison and Rogers, Washington, I). C., began to exert pressure on the 
Bureau to get the examination started soon after the claims had been filed. 

On December 10, 1946, Internal Revenue Agent Adrian H. Ash was officially 
assigned to the Section 722 Field Committee as an examining officer under my 
supervision. He reported to me on or about January 6, 1947, and continued 
on the staff of the Committee until September 2, 1949, when he was released 
ind reassigned 

As Chairman of the Field Committee I assigned Universal's claims for relief 
to Agent Ash on January 7, 1947, with verbal instructions to make an immediate 
study of the case and then to discuss it with me before beginning the actual field 
examination. Agent Ash complied with these instructions. The examination of 
the taxpayer’s books and records appears to have been begun about April 1, 
1947. Thereafter he reported to me occasionally on the progress of the examina- 
tion. Most of the work, of course, had to be done in the taxpayer's office because 
the examination entailed the inspection of minute books of the board of directors 
und various management committees of Universal, as well as the examination 
of budgets, production reports, and the regular accounting records. 

On the afternoon of Friday, August 6, 1948, Agent Ash came to my office. He 
was aware of the fact that I was about to start my vacation and that Com 
mittee Member T. D. Behne would take over as acting chairman for three weeks, 
beginning Monday, August 9th. I asked Agent Ash if he could tell me how soon 
he expected to submit his report on Universal Victures Company and he an- 
swered that the report was nearly completed and would be submitted in a few 
days. 

On Tuesday, Aucust 10, 1948, Agent Ash delivered his report, together with 
the case file, to Acting Chairman Behne. In this report Agent Ash recommended 
that the taxpayer be allowed a constructive average base period net income of 
$11.345,000, in lieu of the actual average base period net income of less than 
$2,000,000, The taxpayer was in agree nt with this recommendation. Under 
the established procedure already referred to, this report would have to be re- 

iewed by the Field Committee. Because of the technical aspects of the case 
ind the voluminous record, this review micht take considerable time 

On Monday, August 9, 1948 (the day before Agent Ash submitted his report), 
\cting Chairman Behne received a telephone call from Mr. John N. Bready, a 
member of the Excess Profits Tax Council in Washington, requesting that the 
Universal case be expedited. Inasmuch as the examining officer’s report had 
not yet been received by the Committee, Mr. Behne informed Mr. Ralph A 
Wheeler, the internal revenue agent in charge, of this telephone call and he was 
ulvised by Mr. Wheeler that the case was to be sent to Washington without the 
rrescribed review by the Field Committee 

On August 15, 1948, Acting Chairman Behne, in accordance with Mr. Wheeler’s 
nstructions, transmitted the case to the Excess Profits Tax Couneil with a cover 
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On February 1, 1949, the taxpayer addressed a communication to me, as Chair- 
man of the Committee, in which it requested that the case be transmitted to the 
Council, at the same time waiving its rights to further field conferences, includ 
ing a waiver of the right to receive a copy of the examining officer’s report. In 
accordance with the prior understanding, the file was transmitted to the Excess 
Profits Tax Council on March 2, 1949. The letter of transmittal stated that the 
case was being transmitted without the required certification because the Field 
Committee had not completed its review. 

Thereafter, the case was processed by the Excess Profits Tax Council with the 
aid and advice of members of the Field Committee Panel and during the month 
of December 1949 a final determination of constructive average base period net 
income was arrived at which the taxpayer agreed to in writing. The amount of 
the constructive average base period net income allowed to Universal Pictures 
Company was $2,835,000 for the fiscal years 1942 and 1943. As a consequence 
of a corporate reorganization, the amount allowed for the fiscal years 1944 to 
1946 was reduced to $2,685,000. The application of the so-called “variable credit 
rule” in the first excess-profits-tax year ended October 31, 1941, reduced the 
allowable constructive average base period net income to $1,684,500, or approxi- 
mately $125,000, over the actual average base period net income allowable with 
out regard to section 722. Agent Ash had applied this rule himself with the result 
that his recommended constructive average base period net income for the fiscal 
year 1941 was $8,287,246 

A. FREDERICK OLSEN, 
Internal Revenue Agent, Chairman of Section 722 Field Committce 

The foregoing statement of three pages was signed and sworn to in the presence 
of the undersigned this 6th day of March 1952. 

M. ALFreD De Marrero, 
Notary Public, State of New York. 

Commission expires March 30, 1953 

Mr. Byrnes. 1 am wondering whether that should be read so we 
can get the picture of it. 

Mr. DeWrnp. Mr. Byrnes, it is a three-page single-spaced docu- 
ment. 

Mr. Byrnes. Can you summarize it? 

Mr. DeWrnp. Let me read the last paragraph which summarizes 
the important part of the case. The last paragraph reads: 

Thereafter, the case was processed by the Excess Profits Tax Council with the 
aid and advice of members of the Field Committee Panel and during the month 
of December 1949 a final determination of constructive average base period net 
income wis arrived at which the taxpayer agreed to in writing. The amount 
of the constructive average base period net income allowed to Universal Pic 
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tures Company was $2,855,000 for the fiscal years 1942 and 1943. As a conse 
quence of a corporation reorganization the amount allowed for the fiscal years 
144 to 1946 was reduced to $2,685,000 The application of the so-called “varia 


credit rule” in the first excess profits tax vear ended October 31, 1941, reduce 
the allowable constructive average base period net income to $1,684,500, or ap 


proximately $125,000 over the actual average base period net income allow 
able without regard to section 722 Agent Ash had applied this rule hims« 


with the result that his recommended constructive average base period net 
income for the fiscal vear 1941 was $8,287,246. 
or some four Limes, between four and five times the amount that was 
finally allowed. 

Mr. Curtis. Mr. Counsel, by that you mean this: A low base calls 
for a greater excess-profits-tax payment; is that correct ¢ 

Mr. DeWinp. Yes. In general this is the credit which is allowed 
to the company to have this much earnings before it begins to pay 
excess-protits tax. ‘This is an annual credit that has been arrived it. 

Mr. Curtis. What would it rightly have been / 

Mr. DeWrnp. In a rough way you can estimate, I think, that for 
every dollar of increase in credit it would save the con pany around 
t5 cents of taxes for each year. 
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Mr. Curtis. The actual settlement was about 45 percent—— 

Mr. DeWrnp. Of each dollar of credit that was allowed for each 
year. That is an annual tax saving so that, let us say, a difference 
between a $2,000,000 credit and an $8,000,000 credit would be 45 
ercent of the $6,000,000 annually in tax saving. That is very rough, 
but that is approximately how it would be. 

Can you state, Mr. Giunta, whether this claim that Ash was con- 
sidering involved a great deal of discretionary exercise of judgment 
on the merits of the claim ¢ 

Mr. Giunta. I have been advised that it does. 

Mr. DeWinp. So while the Universal Pictures Co. was entertaining 
Mr. Ash and his family, he was exercising a very broad, important 
degree of judgment upon the $20,000,000 claim ? 

Mr. Giunta. That is right. However, his report is reviewed by 
the committee. 

Mr. DeWinpv. He was the agent who worked up the facts and 
made the basic report that was subsequently reviewed ? 

Mr. Giunta. That is correct. 

Mr. DeWinp. The greater part of what he recommended as an al- 
lowance was disallowed on that review ? 

Mr. Giunta. Finally, yes. 

Mr. DeWrnp. Under questioning, does Mr. Ash concede that he 
received this California trip for his family and entertainment in Cal- 
ifornia from the Universal Pictures Co. ? 

Mr. Grunta. He does. 

Mr. DeWinp. Mr. Giunta, you have mentioned earlier in your 
testimony that Mr. Ash said he received during this period $7,550 as 
a loan. From whom did he receive that loan ? 

Mr. Giunta. From Mr. Alexander Ostriker. 

Mr. DeWinp. When Mr. Ash filed his financial statements, both 
the subcommittee statement and the Bureau of Internal Revenue 
statement, did he show the existence of this loan as a liability on 
those statements ¢ 

Mr. Giunta. Yes. 

Mr. DeWinpv. Have you examined the transcript of the interview 
that Mr. Ash had with the staff of this subcommittee in 1951? 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. What was the date of that interview ? 

Mr. Giunta. I am not certain about the date. I think it was 
July of 1951. 

Mr. DeWinp. In the course of that interview was Mr. Ash asked 
whether there were any outstanding liabilities for loans due from 
him? 

Mr. Grunta. Yes. 

Mr. DeWrnp. Did he concede that he did owe money? 

Mr. Giunta. No; he said he didn’t owe any money. 

Mr. DeWtnp. He had no outstanding loans that he owed money 
on‘ 

Mr. Grunta. No. 

Mr. DeWinp. Mr. Chairman, in the interview conducted in August 
of 1951 the following question was asked and the following answer 


given: 
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Question. Now, have you or your wife found it necessary to borrow any amount 
in excess of say, $300 or $400, during the period, say, 1945 to the present time? 

Answer. 1945; no. 

Question. Your answer is “No.” 

Answer. No. 

From whom did Mr. Ash receive this loan which he revealed on 
his financial statement? 

Mr. Grunta. Mr. Ash received these loans from Mr. Alexander 
Ostriker from the period March 1947 to June of 1950. 

Mr. DeWinp. That is, these payments were made by Mr. Ostriker 
to Mr. Ash in installments over a period of close to 4 years; is that 
right? 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. Could you set forth the dates and amounts of pay- 
ments to Mr. Ash? 

Mr. Giunta. March 1947, $500; January 1949, $2,500; September 
1949, $800; November 1949, $2,000; February of 1950, $750; June 
1950, $1,000. 

There is an additional thousand in January of 1951. 

Mr. DeWrnp. These payments were made by check, were they not ? 

Mr. Gronta. I have examined all those checks, except for the loan 
made in January of 1951. 

Mr. Curtis. What is the address of this man Ostriker? 

Mr. DeWrnp. Our subcommittee records indicate that the address 
is 30 West Fifty-fourth Street, New York. 

Mr. Gronta. 30 West Fifty-fourth Street, New York. 

Mr. Curtis. What is his business ? 

Mr. Girona. He was in the textile business. At the present time I 
think he takes care of his own investments. 

Mr. DeWinp. What was the name of the textile corporation ? 

Mr. Giunta. Duplex Fabrics. 

Mr. DeWrnp. Is that Duplex Fabrics Corp? 

Mr. Giunta. Yes. 

Mr. DeWrnp. Have you examined the financial records of Mr. 
Alexander Ostriker and of the Duplex Fabrics Corp. ? 

Mr. Grunra. I have examined some net-worth statements which 
were prepared for Mr. Ostriker by his accountant. 

Mr. DeWrnp. These payments were not made by the corporation 
but by Mr. Ostriker personally; is that right? 

Mr. Giunra, Yes, sir. 

Mr. DeWinp. Did Mr. Ostriker’s financial statements reveal a claim 
against Mr. Ash for this loan? 

Mr. Grunta. No, sir. 

Mr. DeWrnp. Did Mr. Ostriker’s accounting statements show the 
existence of other loans receivable from various people? 

Mr. Giunta. Yes, sir. 

Mr. DeWrnp. Did those loans, receivable include relatives as well 
as other persons? 

Mr. Grunta. I believe there were two names, Mr. John Ostriker— 
I don’t recall the exact name, but there was one Ostriker, one receivable 
from an Ostriker. 

Mr. DeWrnp. On the accounting statement of Mr. Ostriker pre- 
pared by his accountant as of September 30, 1951, were there six out- 
standing loans receivable shown ? 
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Mr. Grounta. I don’t recall the exact number. There were a num- 
ber of them shown. 

Mr. DeWinp. These accounting statements were not prepared at 
the request of the Bureau of Internal Revenue or of this subeom- 
mittee, were they? These were regular accounting statements pre- 
pared in the ordinary course for Mr. Ostriker ¢ 

Mr. Giunta. Yes, sir. 

Mr. DeWrnp. Can you identify the number of items of loans 
receivable ¢ 

Mr. Giunta. There are six of them. 

Mr. DeWtnp. So these accounting statements prepared for Mr. 
Ostriker did carry both family and nonfamily loans receivable / 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. Did any of them include any loan receivable from 
Mr. Ash? 

Mr. Gronva. Not that I saw. 

Mr. Kean. Was Mr. Ash a relative of Mr. Ostriker / 

Mr. Giunta. No, sir. 

Mr. DeWinpv. Did your investigation show that Mr. Ash had had 
any official connection with the Duplex Fabrics Corp. or Mr. Ostriker 
as an internal-revenue agent ¢ 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. Can you tell the committee what his official connec- 
tion had been ? 

Mr. Grunra. Mr. Ash examined the corporate 1942 return. 

Mr. DeWtinp. The Duplex Fabrics Corp. 1942 Federal income-tax 
return ¢ 

Mr. Grunta. Yes, sir. 

Mr. DeW inp. When was that audit made? 

Mr. Grunra. 1945, 

Mr. DeWrnp. Does the record disclose when the audit was com- 
pleted ? 

Mr. Grunta. April 23, 1945. 

Mr. DeWinpv. That was the beginning of the audit or the end? 

Mr. Grunta. The end of the audit. 

Mr. DeWrnp. Was there any other occasion on which Mr. Ash 
had any official connection with Mr. Ostriker or the Duplex Fabrics 
Corp. ¢ 

Mr. Grunva. In 1951 Mr. Ash as a group chief approved the sup- 
plement audit of the Duplex Corp., for the 1942 and 1943 income- 
tax years. 

Mr. DeWrnp. Was that review by Mr. Ash in 1951 a pro forma 
reivew, or was it an intensive review of the audit? 

Mr. Giunta. I really couldn't answer that question. I don’t know 
what kind of a review Mr. Ash gives—— 

Mr. DeWinp. Did that audit relate to a recomputation of tax or 
to an investigation? My understanding was it simply was a recompu- 
tation, it was not an intensive audit. 

Mr. Giunta. I couldn’t answer that. I am not. certain about that. 

Mr. DeWrnv. Mr. Chairman, I have here a photostatic copy of the 
audit-record card for Duplex Fabrics Corp., the address of which is 
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shown as 1410 Broadway, New York City, and a photostatic copy 
of a letter of transmittal in connection with the review of the 1951 
audit. Lask that this be made part of the record. 
Chairman Kine. If there is no objection, that will be the order. 
(The documents referred to are as follows:) 
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Mr. DeWinpv. Was Mr. Ostriker a stockholder of Duplex Fabrics? 

Mr. Grunta. Yes, sir. 

Mr. DeWrnp. Was he also an officer of the company ? 

Mr. Giunta. Yes, sir. 

Mr. DeWrnp. Did you know what position he held with the com- 
pany in addition to being a stockholder ? 

Mr. Grunta. I believe he was vice president in charge of sales. 

Mr. DeWinp. Did that stock-ownership interest continue until 
1951 ¢ 

Mr. Gronta. No. I believe the Duplex Corp went out of existence 
in 1947. 

Mr. DeWinp. The company was liquidated in that year, 1947? 

Mr. Gronta. Yes, sir. 

Mr. DeWinp. In your investigation, Mr. Giunta, you have not de- 
veloped any information that would indicate that the 1945 audit con- 
ducted by Mr. Ash was improper in any way, have you! 

Mr. Grunta. I called Mr. Moe, who was assistant agent in charge 
of the upper New York Division. 

Mr. DeWrnp. Is that M-o-e? 

Mr. Giunta. Yes, sir, and asked him to have someone review the 
report, review Mr. Ash’s report on Duplex. Mr. Moe called me back 
and said someone had reviewed the report and that it appeared to be 
all right. 

Mr. DeWrnp. So all that your investigation has shown so far is 
that Mr. Ostriker, who is an officer and stockholder of a taxpayer 
whose return had been audited by Mr. Ash, had advanced money to 
Mr. Ash over this period 1947-51? 

Mr. Giunta. That is correct. 

Mr. Kean. Did the investigation show he did advance the money 
or that Mr. Ash says that he advanced the money / 

Mr. DeWinp. No; it shows that he did, and there are checks estab- 
lishing the payments, checks of Mr. Alexander Ostriker. 
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Mr. Curtis. When this work of Mr. Ash was reviewed at your sug- 
gestion, that was a review of what the file showed ¢ 

Mr. Giunta. That is correct. 

Mr. Curtis. It did not include any independent investigation ? 

Mr. Giunta. By that you mean the books and records were not 
examined ¢ 

Mr. Curtis. That is right. 

Mr. Giunta. I don’t believe so: no, sir. 

Mr. Curtis. It did not include any search for evidence beyond the 
books and records presented by the taxpayer either / 

Mr. Gronta. Again I say I ‘don’t believe so. 

Mr. Curtis. In the original work performed by Mr. Ash, was his 
handling of that 1942 return such that he ordinarily would have been 
required to look beyond the return itself in his examination ! 

Mr. Giunta. I believe so; yes, sir. He was making an audit of 
the return. 

Mr. Curtis. What would he have been required to look into beyond 
the face of the return / 

Mr. Git NTA, He would have to look into the books and records of 
the corporation. 

Mr. Curtis. If he found something there that created a question 
in his mind, he should go beyond that to other business houses, banks, 
creditors, debtors, etc. ? 

Mr. Giunta. If he found something that was unusual; yes. 

Mr. Curtis. So there has been no review of Mr. Ash’s handling of 
that case except a review of the things that appear on the face of the 
return and his report ? 

Mr. Giunta. And his report. 

Mr. Kean. Was the corporation a substantial corporation? Was 
the income fairly large / 

Mr. Giunta. Yes, sir. 

Mr. Kean. Up in the hundreds of thousands? 

Mr. Grunta. I believe so. 

Mr. Byrnes. Has this been verified as a loan ? 

Mr. Giunta. I have examined the checks. The checks went from 
Mr. Ostriker to Mr. Ash. I have affidavit from Mr. Ostriker stating 
that these were loans. 

Mr. Byrnes. Was there any evidence of notes ¢ 

Mr. Osrrikxer. There is no evidence of notes. There were no re- 
payments; no interest obligations. 

Mr. BYRNES. Was there any ey idence of his books and records show- 
ing that he has the bill receivable ¢ 

Mr. Giunta. Whose? You mean Mr. Ostriker’s records? 

Mr. Byrnes. Yes. 

Mr. Giunta. We brought the fact up a while ago that a statement 
made for Mr. Ostriker, a financial statement by his accountant, fails 
to indicate the receivables from Mr. Ash. 

Mr. Byrnes. In other words, verifiction that it is actually a loan 
comes only from a statement by Mr. Ostriker / 

Mr. Giunta. That is correct. 

Mr. Byrnes. I suppose Mr. Ash verifies it / 

Mr. Grunta. Mr. Ash; yes. 

Mr. Byrnes. There is no written evidence of it? 
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Mr. Grunva. There are no notes given. 

Mr. Byrnes. Or corroborative evidence of any? 

Mr. Grunta. The checks themselves. 

Mr. Byrnes. That shows the transfer of funds? 

Mr. Giunta. There are no notes given at the time, no other evidence 
shown, or subsequent. 

Mr. Byrnes. No other evidence available? 

Mr. Grunra. No, sir. 

Mr. Curtis. What does Mr. Ostriker say as to how long he had 
known Mr. Ash? 

Mr. Gronta. Mr. Ostriker stated that he met Mr. Ash during the 
course of the investigation. He later met him at basketball games. 
From this meeting at the games at Madison Square Garden they be- 
came very good friends. Their families became intimate. They 
visited each other, all stemming from the first meeting during the 
eXamination. 

Mr. Curris. Did you supply the record with the dates of these 
checks? 

Mr. Grenta. Yes, sir; I believe I have. Haven't I, Mr. Schapiro? 
The month and the year and the amounts I supplied. I have the exact 
dates if it is necessary. 

Mr. DeWrinv. The amounts totaling $7,550, which you have referred 
to, cover the period from March of 1947 until June of 1950. Was there 
an additional advance made by Mr. Ostriker to Mr. Ash after 1950? 

Mr. Giunta. Yes. I mentioned that earlier. It was in January of 
1951 there was an additional thousand dollars. That check I have 
not seen. 

Mr. DeWrtnp. So the total is $8,550? 

Mr. Grunta. That is correct. 

Mr. DeWrnp. Was the January 31 advance the last one that you 
found any record of ¢ 

Mr. Giunta. Yes. 

Mr. DeWrnp. Have you investigated that matter to see whether 
there were any continuing payments after? 

Mr. Gronta. No, sir. 

Mr. DeWtnp. In 1945 and 1946 was Mr. Ash engaged in an audit of 
the 1945 Federal tax returns of Gimbel Bros. / 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. In the course of that audit did Mr. Ash engage in 
any personal financial transactions involving any official of Gimbel 
Bros. ¢ 

Mr. Grunta. Yes, sir. 

Mr. DeWrnp. Was that transaction and when did it occur? 

Mr. Giunta. During the examination Mr. Ash stated to me he met a 
Mr. Herman Spar who was assistant treasurer of Gimbel’s. 

Mr. DeWrnp. How is that spelled ? 

Mr. Gronta. S-p-a-r. It was Mr. Spar’s duty to furnish Mr. Ash 
with the books and records needed for the examination. 

During the course of the examination Mr. Spar stated that he had 
purchased some DuMont stock. Mr. Ash replied that he was interested 
in getting some stock in DuMont: that since he did not have a 
brokerage account would Mr. Spar buy him 100 shares of DuMont. 

Mr. Spar complied and bought the 100 shares of DuMont stock 
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for Mr. Ash through his brokerage account. 

Mr. DeWinp. When did this transaction occur ¢ 

Mr. Grunta. December 1945. 

Mr. Kean. 1.400 shares? 

Mr. Gronta. One hundred. 

Mr. Byrnes. Then what happened ? 

Mr. Giunta. When I questioned Mr. Ash about that transaction 
he stated that he reimbursed Mr. Spar in cash. When I went to 
Spar, I examined his records and he advised me—I obtained an affi- 
davit from him stating that payment was made by check, Mr. Ash 
paid him by check and he deposited the check in his checking ac- 
count. 

Mr. DeWinp. Did you then check Mr. Ash’s checking account to 
see whether a check had been drawn on it ? 

Mr. Giunta. There was no check In that amount issued from his 
account. 

Mr. DeWiNpd. What was the amount of the purchase price, approxi- 
mately ¢ 

Mr. Giunta. Approximately $980. 

Mr. DeWinp. You have examined all of the bank accounts that 
Mr. Ash has disclosed and there was no such check drawn on his 
account / 

Mr. Giunta. That is correct. 

Mr. DeWinp. Mr. Ash's first statement was he paid for it in cash? 

Mr. Giunta. That is right. 

Mr. DeWinp. Have you interviewed Mr. Spar again since those 
facts have come to light ¢ 

Mr. Gronta. I obtained an affidavit from him in which he says 
he received repayment of S9S8O by check; that he deposited the check 
in his account. 

Later I spoke to Mr. Ash and asked him what the discrepancy was 
hetween his first statement that it was cash and the examination 
which disclosed that it was a check, and he stated to me that he did 
not know the source of th® check: that he still believed it was cash 
that he paid to Mr. Spar. 

Mr. DeWtnp. Is Mr. Ash able to identify the source of the funds 
with which he paid for the stock? 

Mr. Giunta. No, sir. 

Mr. DeWinxp. How was the transaction carried out? You say that 
Mr. Spar ordered the stock through his brokerage account ¢ 

Mr. Giunta. That 1s correct. 

Mr. DeEWrnp. Where was that account maintained ? 

Mr. Giunta. That was at Bendix, Lintweiler & Co. 

Mr. DeWinp. Were the stock certificates issued in Mr. Spar’s name 
or in Mr. Ash’s name, or were they in street names? 

Mr. Giunta. I believe they were issued in Mr. Spar’s name and 
held in his account. 

Mr. DeWinp. Mr. Spar retained the shares in his account ? 

Mr. Giunta. That is correct. 

Mr. DeWinp. How long did that go on? 

Mr. Giunta. He retained the shares until May of 1946, at which 
time they were transferred to Mrs. Ash, in Mrs. Ash’s name, and given 
to her. 
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Mr. DeWrnp. That is, the certificates were transferred to her name 
on the books of the DuMont Corp. in May of 1946 and the certificates 
were delivered to Mrs. Ash ? 

Mr. Gronta. That is correct. 

Mr. DeWrnp. Was that following the completion of the audit of 
Gimbel’s 1943 return? 

Mr. Grunta. That is correct. 

Mr. Byrnes. What was the date of the completion of that audit? 
Do you have that? 

Mr. Gurnra. Yes; January 26, 1946. 

Mr. Byrnes. When was the transfer made? 

Mr. Giunta. May 1946. 

Mr. Kean. Is there any record in Mr. Spar’s books of the receipt 
of this check? 

Mr. Gronta. He showed me his bank statement and I obtained a 
deposit ticket which shows a check being deposited in the amount of 
S980. 

Mr. Kean. It does show a check? 

Mr. Grunta. Yes, sir. 

Mr. Kean. That was received when? 

Mr. Giunta. December 7, 1945. 

Mr. Kean. And when was the stock supposedly bought ? 

Mr. Giunta. The stock was bought December 6 of 1945. 

Mr. DeWrnp. Does this deposit slip show it was a deposit of a 
check ? 

Mr. Gronta. Yes. 

Mr. DeWrnp. It isclear it is not a cash deposit ? 

Mr. Gronta. It is clear. 

Mr. Byrnes. Does it show the bank on which it was drawn / 

Mr. Gronta. No,sir. That check could not be traced. 

Mr. DeWrnp. Did you check the clearing-house records to find out 
about the check ? 

Mr. Gronta. The clearing-house records had been destroyed. 

Mr. DeWrnp. So all you can say is there was a deposit in his ac- 
count of $980 by check on December 7? 

Mr. Gronta. That is correct. 

Mr. DeWrnp. But you can’t identify whose check it was or whether 
it was in fact payment by Mr. Ash? 

Mr. Gronta. That is correct. 

Mr. Kean. Was that the exact amount? 

Mr. Giunta. No, sir. 

Mr. Kean. It was not? 

Mr. Gronta. The exact amount of stock was $976.50. Mr. Spar 
stated he refunded the difference of $3 and some odd cents to Mr. Ash 
in cash. 

Mr. Kean. Did Mr. Spar have an active checking account with a lot 
of money coming in and out? 

Mr. Giunta. I have his statement for the month of December 1945. 
There are quite a few transactions on it. 

Mr. Kean. The other stock Mr. Spar bought himself, some DuMont 
at the same time ¢ 

Mr. Giunta. Mr. Spar bought himself, yes, 50 shares of DuMont at 
approximately the same time. 
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Mr. Kean. So there were 150 bought at that time? 

Mr. Grunta. That is correct. 

Mr. Byrnes. You say there are quite a few transactions, but are 
they fairly substantial amounts or are they small 

Mr. Giunta. There are four deposits, two over $1,100 and the other 
two in the amount of $500 each. So that is about $3,500 being de- 
posited. The withdrawals range from $16 to $500. 

Mr. Byrnes. Are most of them pretty small withdrawals? 

Mr. Giunta. Yes, they are small. I mentioned $16 but the smallest 
one is $2.09. There are also $3, $9, $10, and so forth. 

Mr. Byrnes. There is the one large one of $500? 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. This transaction that Mr. Ash entered into with Mr. 
Spar, was that in violation of Treasury Department regulations ¢ 

Mr. Grunra. Yes, sir. 

Mr. DeWinpv. What regulation was Mr. Ash violating? 

Mr. Grunta. Section 34 of the United States Treasury Department 
Instructions to Employees. 

Mr. DeWinp. Does Mr. Spar or does Mr. Ash tell you why the 
stock certificate was retained in Mr. Spar’s account until after the 
audit was completed by Mr. Ash and then for a period of some 
months ? 

Mr. Giunta, No, sir. However, Mr. Spar indicated in his aff- 
davit—may I read this? 

Mr. DeWinp. Yes. 

Mr. Giunta (reading) : 

At various times from December 7, 1945, to May 21, 1946, deponent requested 
Mr. Ash to take possession of 100 shares. Deponent has no knowledge as to 
Mr. Ash's reasons for waiting until May 1946 

Mr. Kean. I did not get that. What was the last ? 

Mr. Giunta (reading): 

Deponent 
Mr. Spar— 
has no knowledge as to Mr. Ash’s reasons for waiting until May of 1946 

Mr. DeWinp. Mr. Giunta, have you also in your investigation found 
a transaction that Mrs. Ash had, stock of the Aluminum Company? 

Mr. Giunta. Yes, sir. 

Mr. DeWrnp. What were the circumstances surrounding that 
transaction ¢ 

Mr. Giunta. In 1946, April 7, Mrs. Ash opened a brokerage account 
at Hirsch & Co. with a deposit of $1,890, which was used to buy 10 
shares of Aluminium. 

Mr. DeWrnpb. Could you spell that name, please / 

Mr. Giunta. A-l-u-m-i-n-1-u-m. 

Mr. KEAN. They ay that isthe Canadian company of the Aluminum 
(‘o. of America. They eall it Aluminium. 

Mr. Di WHIND. How was this ce posit of 81.890 made? 

Mr. Giunta. That was a check in the account. 

Mr. DeWinp. Whose check was it? 

Mr. Giunta. Mr. M. Ostriker’s check. 

Mr. DeWinp. Is that Mr. Martin Ostriker / 

Mr. Giunta. Yes, sir. 
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Mr. DeWinpv. What is the relationship between Mr. Martin Ostriker 
and Mr. Alexander Ostriker? 

Mr. Giunta. They are brothers. 

Mr. DeWinp. Then it was Mr. Martin Ostriker’s check for $1,890 
which Mr. Ash endorsed and used to open the brokerage account ? 

Mr. Grunra. That is right. 

Mr. DeWtinp. Does Ash explain why it was Martin Ostriker’s check 
that was used to open this account ? 

Mr. Grunra. His explanation was that it was an exchange. In other 
words, he supplied Mr. Ostriker with $1,800 in cash and received Mr. 
Ostriker’s check. 

Mr. DeWinp. He says he went to Mr. Ostriker with $1,890 in cash, 
gave him the cash, and got his check from him ¢ 

Mr. Giunra. Yes. 

Mr. DeWinp. Mr. Ash had his own checking account, didn’t he? 

Mr. Giunta. That is correct. 

Mr. Kran. He does not explain why he entered into such a peculiar 
transaction ¢ 

Mr. Giunta. No, sir. 

Mr. Kean. Does Mr. Martin Ostriker’s account reflect the deposit 
of $1,890 at about that time ¢ 

Mr. Giunta. Yes; cash. 

Mr. Kean. A cash deposit ¢ 

Mr. Giunta. Yes. 

Mr. Kean. Made by Mr. Martin Ostriker? 

Mr. Giunta. Two cash deposits on the same day totaling $1,890. 

Mr. Kean. Two cash deposits ? 

Mr. Giunta. That is correct. 

Mr. Kean. Totaling $1,890? 

Mr. Grunta. That is correct. 

Mr. Kean, This amount—was it $1,890 or was it $1,800? 

Mr. Giunta. $1,890, I believe. 

Mr. Kean. Exactly the same thing? 

Mr. Giunta. Yes. 

Mr. DeW inv. What does Mr. Martin Ostriker say about the trans- 
action ? 

Mr. Giunta. His explanation was that it was an exchange, that he 
received the cash from Mr. Ash and furnished Mr. Ash with his check. 

Mr. DeWinp. Did Mr. Ash tell him why he wished to conduct this 
peculiar transaction ¢ 

Mr. Grunra. I don’t believe so. I believe Mr. Ostriker, Martin 
Ostriker, stated that Mr. Ash was looking for Alexander Ostriker. 
However, Alexander Ostriker happened to be out of town, so he accom- 


modated him by issuing this check. 

Mr. DeWinp. Does Mr. Ash establish the source of the cash he used 
for this transaction / 

Mr. Grunt A. No. sir. 

Mr. DeWinp. It was just cash he had on hand? 

Mr. Giunra. Cash on hand; yes. 

Mr. DeWinp. Have you asked Mr. Ash why he did not put it 


through his own bank account? 
Mr. Giunva. I have not had time. I have found out he has been 


-ick since the last time ] talked to him. 
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Mr. Byrnes. What wasthat? 

Mr. Grunta. I have not had a chance to speak to him since he has 
gotten sick. So I don’t know why he didn’t do it. 

Mr. Byrnes. You talked to him one time ¢ 

Mr. Giunta. At that time I did not know the check being deposited 
was Mr. Ostriker’s check. 

Mr. Byrnes. Ostriker can give you no explanation at all as to wh) 
Ash had come to him with cash and asked for a check / 

Mr. Giunta. No,sir. 

Mr. Byrnes. Did he tell you he did make inquiries ¢ 

Mr. Giunta. Well, he stated that Ash was very friendly with his 
brother and he knew that and that Ash was looking for his brother. 
He wanted his brother to give this check for the cash. Since his 
brother was not around, he accommodated Mr. Ash by issuing this 
check. 

Mr. Byrnes. Did he ask Ash why ? 

Mr. Giunta, No, sir. 

Mr. DeWinp. When Mr. Ash was first interviewed by the subcon 
mittee in August of 1951 he stated in the course of that interview h 
had retained all his canceled checks and bank statements. 

Did he produce for you the canceled checks and bank statements for 
this period 1946 ? 

Mr. Giunta. He produced some of the statements but the canceled 
checks he did not have. He stated to me he had destroyed his 
canceled checks. 

Mr. DeWrnp. He produced no canceled checks ? 

Mr. Giunra. No, sir. 

Mr. DeWrnp. Although he told the subcommittee in the first inter- 
view he had retained all the canceled checks ? 

Mr. Giunta. Yes, sir. 

Mr. DeWrnp. From 1947, I think, to date ? 

Mr. Giunta. That is right. 

Mr. DeWIND. He told you he destroyed them ? 

Mr. Giunta. That is right. 

Mr. DeWinp. Did he tell you when he did ? 

Mr. Gronta. He just told me he did not have them available, that 
they had been destroyed, that he had his 1951 checks. 

Mr. DeWrnp. In the course of that initial interview Mr. Ash denied 
that he had a practice of keeping cash in his home; is that correct / 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. Subsequently, in his financial statement and in talking 
with you and when interviewed by vou, he stated he had this sum of 
upward of $3,000 at the beginning of the period ¢ 

Mr. Gronta. Yes, sir. 

Mr. DeWinp. I have no further questions, Mr. Chairman. 

Mr. Byrnes. Mr. Chairman, I would like to go back to this Universal] 
Pictures deal. Was not there evidence that there was some att mypt 
to have this excess profits tax matter handled a little out of the ord 
nary course as far as field review, and so forth, was concerned ¢ 

Mr. Giunta. Mr. Olsen’s statement to me was that just prior to the 
time that he was going on vacation, the day before, he asked Mr. Ash 
if his report on Universal was completed, Mr. Ash stated to him that 
it was nearly completed, the very nent day Mr. Ash submitted thr 
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report, and that a call came from Washington requesting that the 
report be forwarded to Washington prior to the review by the 
committee. 

Mr. Byrnes. Ordinarily you have a review by the whole committee 
in New York before you send it to the Excess Profits Tax Council in 
Washington ? 

Mr. Grunta. I believe that is the correct procedure; yes. 

Mr. Byrnes. I understand that in this case it was sent direct to 
Washington without the field committee action in the first instance; 
is that mght? 

Mr. Giunta. In the first instance; yes. 

Mr. Byrnes. Did you find any explanation for that ? 

Mr. Gronta. No, sir. 

Mr. Brrnes. Somebody called from Washington. 

Mr. Gronta. Who that person was I don’t know. No one seems to 
know. 

Mr. Byrnes. Nobody knows who called ? 

Mr. Giunta. No, sir. I asked Mr. Ash if he would know. He said 
all he ever heard was Washington. Who in Washington he had no 
idea. 

Mr. Kean. Mr. Ash was the person called from Washington? 

Mr. Giunta. No; he was not called. The call came to the office re- 
questing the report. 

Mr. Byrnes. I find in this letter from Mr. Olsen, that has been made 
part of the record, in which he explains this transaction, this state- 
ment: 

On Monday, August 9, 1948 (the day before Agent Ash submitted his report), 
Acting Chairman Behne received a telephone call from Mr. John N. Bready, a 
member of the Excess Profits Tax Council in Washington, requesting that the 
Universal case be expedited. Inasmuch as the examining officer’s report had not 
vet been received by the Committee, Mr. Behne informed Mr. Ralph A. Wheeler, 
the internal revenue agent in charge, of this telephone call and he was advised 
by Mr. Wheeler that the case was to be sent to Washington without the pre- 
scribed review by the Field Committee. 


Further on: 

On August 13, 1948, Acting Chairman Behne, in accordance with Mr. Wheeler's 
instructions, transmitted the case to the Excess Profits Tax Council with a cover 
letter reading in part as follows: 

“This case was the subject of your telephone conversation of August 9, 1948, 
with Mr. T. D. Behne, Acting Chairman of the Section 722 Field Committee. 

“The report has neither been reviewed nor approved by the Section 722 Field 
Committee.” 


Has Mr. Bready been contacted ? 

Mr. Grunta. No, sir. 

Mr. Byrnes. Has he been contacted, Mr. Counsel? Where is he 
now ? 

Mr. DeW inp. He is now in Florida. 

Mr. Byrnes. Has he been contacted about this? 

Mr. DeWinp. Not by us. 

Mr. Byrnes. Nobody has checked to find out why that call was 
made or what surrounds the circumstances of it? 

Mr. DeWrnp. Upon Mr. Braedy’s return from Florida that matter 
will be checked, but it has not been checked in his absence. 
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Mr. Byrnes. It seems to me it should be, because there is something 
amiss here. There is no showing this case should go out of its regular 
order of having the field committee review it and then be submitted to 
Washington with all this hurry, particularly when the chairman of 
the field committee happened to be on a vacation at that time. 

Mr. DeWrnp. It seems to be a peculiar handling of the case. 

Mr. Byrnes. As I understand it, there was about a $36,000 increase 
in net worth; is that correct? I mean of Mr. Ash during this period. 

Mr. Grunta. $36,700. I don’t think you got the full explanation 
of that. 

Mr. Byrnes. I was wondering how much is explainable and how 
much is unexplainable. 

Mr. Grunta. I think we have covered some points. There was re- 
ported gambling of $5,800. That is on the return. 

Mr. Byrnes. Let’s get an accounting for that $36,000. How much 
is gambling? 

Mr. Gronta. $5,800. 

Mr. Byrnes. What about the rest ? 

Mr. Gronta. $750 in 1947, $2,500 in 1949, $2.500 in 1950. As to 
what records he kept, it was just enough to make that figure. Mr. 
Ash kept no record as to his winnings or losses, but there was an esti- 
mated figure on what he won. 

Mr. Byrnes. Did he give you any corrobative evidence that where 
he got the $5,800? 

Mr. Gronta. No, sir. That is what he reported on his return. 

Mr. Byrnes. What return ? 

Mr. Grunta. The income-tax returns. 

Mr. Byrnes. But there is nothing else to corroborate it ? 

Mr. Giunta. No, sir. 

Mr. Byrnes. He does not tell you what horse he won on? 

Mr. Grenta. He mentioned race tracks, that he bet at Jamaica and 
Belmont, that he bet at the basketball games with other spectators, 
and he won some money playing cards with friends. 

Mr. Byrnes. Did any of these go through a bookie? 

Mr. Grunta. I asked him that. No, sir. 

Mr. Byrnes. He is not a pal of this Packy? 

Mr. Gronta. Not that I know of. I asked him about it. He said 
the bets were placed at the race track, pari-mutuel bets, and the basket- 
ball bets were placed with other spectators. 

Mr. Byrnes. That is $5,800? 

Mr. Grunta. Yes; a repayment of a loan outstanding prior to the 
period of S800. 

Mr. Byrnes. A loan that somebody owed him ? 

Mr. Gronta. That is right. 

Mr. Byrnes. $800? 

-Mr. Giunta. That is right, and a loan from the insurance com- 
pany of $923. That has been verified. He borrowed on his insurance 
policies. He had loans from an insurance broker of $3,000—these are 
approximate figures: Two-thousand-nine-hundred-and-ninety-some- 
odd dollars. He had income-tax refunds of $1,400 over the period 
involved. He received $1,250 from the sale of jewelry and a car, an 
automobile. 

Mr. Byrnes. That jewelry is listed? 
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Mr. Grunva. It was listed at the beginning, and then it was not 
listed at the subsequent year after it was sold. He had gifts to his 
son and to his wife of $10,500 over the 5-year period. 

Mr. Byrnes. Gifts from whom ?¢ 

Mr. Gronvra. $7,500 came from the brother-in-law. 

Mr. Byrnes. Was that verified / 

Mr. Giunta. By check, yes, and a statement from the brother-in- 
law and a note which was supposedly given at the time the loan was 
made. 

Mr. Byrnes. It was a loan rather than a gift? 

Mr. Giunta. I beg your pardon. Part is a loan and part is a gift. 
I got my story mixed up Boch a bit. Let’s get it straight now. 

That $10,000 is a gift; $1,500 a year from the brother-in-law for 
the 5-year period is $7,500, 

Mr. Byrnes. Did he find any excuse for a gift of that kind ¢ 

Mr. Giunta. It seems the reason given was that Ash purchased a 
home in 1944, which he thought at the time was a little too much for 
him to carry, on the advice of his brother-in-law, and his brother-in- 
law felt obligated to help him carry that home, so he was contributing 
$1,500 in gifts per year. 

Mr. Byrnes. Is his brother-in-law a wealthy man? 

Mr. Giunta. I examined the brother-in-law’s return. 

Mr. Byrnes. We don’t want any information taken off of an income- 
tax return. Is hea man of considerable means? 

Mr. Giunta. He reports, I would say, on the average of about $17,- 
000 or $18,00 a year, or did, for the years 1944 through 1950. 

The other $3,000 is a confirmation gift for his son. His son received 
bonds and cash, bonds totaling $1,200 and cash totaling $1,800. 

Mr. Byrnes. From relatives? 

Mr. Grunra. From relatives and friends. I questioned Mr. Ash 
about the party given for his son. He said approximately two or 
three hundred people attended. Again I saw being deposited to his 
son’s account approximately $1,500. 

He also brought in the bonds, which I examined, which were pur- 
chased on or about the date of the confirmation party. I had checked 
two of them. In both instances the parties who purchased them gave 
me the same story—that they had given those to the son as gifts at 
the confirmation party. 

Mr. Byrnes. Were they very close friends? 

Mr. Giunta. Very close friends. They had known him for years. 

Mr. Byrnes. I have never heard of people doing so well on gifts to 
their children when they happened to get into the Revenue Service. 
Maybe it is quite common in New York. 

Mr. Grunva. In this instance I inquired about these confirmation 
parties. I was told that it is the usual thing; that they do get gifts. 

Do you want to go back to that explanation ? 

Mr. Byrnes. Yes. 

Mr. Giunta. Then there is that loan from Ostriker of $7.550 and a 
decrease of cash on hand of $2,000, which gives you $33,200, so there 
is still $3,000 or $3,500 unexplained. I have not asked Mr. Ash to 
explain that as yet. I don’t know if he can or will. 
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Mr. Byrnes. All of this is simply based on the facts he gave in his 
net-worth questionnaire? You arrived at the differential here of 
$3,600 purely on the basis of his financial questionnaire ¢ 

Mr. Grunta. That is correct. 

Mr. Byrnes. He has underestimated considerably his living costs, 
or there would be a lot more that would be unexplained. 

Mr. Grenvra. That is true, except his living costs, as indicated by 
his statement, are substantial, I would say. ‘They range from $5,000 
in 1946 to $11,000 in 1950. I have made adjustments to that, increas- 
ing them somewhat, based on other information I have found. 

Mr. Byrnes. I noticed the other day this individual we had up who 
showed $3,600-a-year living expenses with a difference in his net worth 
or spending in one year of $17,000. 1 just cannot believe the fellow 
only spent $3,600 on general living. 

Mr. Giunta. He does show a substantial amount. 

Mr. Byrnes. He has a pretty reasonable general living-expense item. 

Mr. Giunta. Yes. 

Mr. Byrnes. That is all, Mr. Chairman. 

Chairman Kine. The committee will now be in recess until 1: 30. 

(Whereupon, at 12:15 p. m., Wednesday, March 19, 1952, the hear- 
ing was recessed until 1:30 p.m. the same day.) 


AFTERNOON SESSION 


Mr. O'Brien (presiding). Miss Lipp, raise your right hand and be 
fworn. 

You do solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Miss Lipp. I do. 


TESTIMONY OF RITA M. LIPP, MASSAPEQUA, N. Y. 


Mr. DeWinp. Are you at present the secretary to the general coun- 
sel of Universal Pictures Co. ? 

Miss Lier. That is right. 

Mr. DeWinp. The office is in New York City? 

Miss Lire. 445 Park Avenue. 

Mr. DeWrnp. How long have you held that position ? 

Miss Lipp. Since March 13, 1949. 

Mr. DeWrnp. Is the general counsel of the company also a vice 
president of Universal Pictures? 

Miss Lipp. Yes, and the present one is also a secretary. 

Mr. DeWrnp. At the time you were first employed, in 193£, Miss 
Lipp, who was the vice president and general counsel ? 

Miss Lire. Charles D. Prutzman. 

Mr. DeWinp. Will you briefly describe to the committee what your 
duties were in 1939 ; 

Miss Lier. I was in the legal department and I did a little of 
everything. 

Mr. DeWtnv. Your position was private secretary to Mr. Prutz- 
man ‘ 
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Miss Lipp. That is right. I took care of getting up the agenda 
for meetings, writing up the minutes, attending to acceptance of 
service of papers, answering questions—a little of everything. Every- 
thing went through the general counsel's office. 

Mr. DeWrnp. You continued with these same duties until Mr. 
Prutzman left the company? 

Miss Lire. That is right. 

Mr. DeWixp. When did he leave? 

Miss Lire. December 31, 1949. 

Mr. DeWinp. Do you recall, in December of 1947, whether Mr. 
Prutzman spoke to you about Mr. and Mrs. Ash and their child and 
arranging travel and hotel accommodations for them? 

Miss Lier. I remember Mrs. Ash and the little boy Gabriel going to 
the studio. Mr. Ash was already out there. I did speak to someone 
at the studio, but I wouldn’t know who told me to get the tranporta- 
tion for Mrs. Ash. Maybe it was one of the secretaries—I just 
wouldn’t know who it was. I don’t think it was Mr. Prutzman, but 
1 don’t remember. I know I was instructed to do that and I did, 
for Mrs. Ash and the boy. 

Mr. DeWrnp. In New York, you were instructed sometime in 
December 1947 to get airline reservations for Mrs. Ash and her son? 

Miss Lirr. That is right. I was instructed, not by New York, by the 
studio. 

Mr. DeW inp. How did you get those instructions? 

Miss Lirp. I was here in New York; over the telephone. We used to 
talk every day to somebody out there. 1 can’t remember who it was 
that told me. I don’t think it was Mr. Prutzman. 

Mr. DeWrnp. Can you be certain it was not Mr. Prutzman? 

Miss Lier. I can be pretty certain because I very seldom ever spoke 
to him when he was out of town. He very seldom called. 

Mr. DeWrnp. He was in California then? 

Miss Lier. Yes. 

Mr. DeWinp. The call came through from California ? 

Miss Lire. That is right. 

Mr. DeWinpv. Were you given any instructions at that time as to 
how you were to charge the amount for the airplane tickets? 

Miss Lire. No; we never did that. 1 always just arranged it the 
same way as we arrange averything, tickets we got for anybody. I do 
it all the time for friends and friends of friends. 

Mr. DeWrnp. I assume the company had an airline charge card? 

Miss Lirr. Sure. We have a traffic agent. I just put through the 
request to her. 

Mr. DeWinp. Was it you who personally delivered the tickets to 
Mrs. Ash ? 

Miss Lier. I can’t remember whether she went down and picked 
them up or I sent for them, but I think I sent a boy and gave them to 
her. I think I had a boy pick them up and I gave them to her. 

Mr. DeWrnp. You had the boy pick them up and bring them fo the 
office, and she came to get them ? 

Miss Lipp. Our traflic agent would get the tickets. She would send 
I think I would have somebody give them to Mrs. 





them down to me. 


Ash. 


Mr. Ash came into the office ? 


DeWrnp. Do you recall if Mrs. 
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Miss Lire. She had been in several times, yes. 

Mr. DeWrnp. Mrs. Ash had been in several times ? 

Miss Lipp. That is right. I saw the little boy and I saw Mrs. Ash. 
I knew them. I had lunch with them. I was up to their house once. 

Mr. DeWinv. When Mrs. Ash and the boy used to come into the 
office on these prior occasions, whom did they come to see ? 

Miss Lier. They would come to see us—me, and a couple of times 
they came to see a picture in the projection room. That fascinates 
everybody, to see a picture at a private screening. I think they would 
come up, and we always had these screenings, all through the day. 

Mr. DeWrnpv. Did Mr. Prutzman take care of them when they 
came in? 

Miss Lier. He would see them, but I would do all the taking care 
of them, because he was up to his neck. I was, myself. 

Mr. DeWinp. I suppose you took care of them at Mr. Prutzman’s 
request ? 

Miss Lappe. I would take them down to the screening room, leave 
them there, and pick them up when it was through. 

Mr. DeWrnp. All of this you undertook at Mr. Prutzman’s request, 
to see that they were properly taken care of ? 

Miss Lirp. That is right. We did it for everybody. 

Mr. DeWrnp. It was on one of these visits that Mrs. Ash made to 
the New York office that you handed her her travel tickets to Cali- 
fornia? 

Miss Lire. That is right. I won’t swear to that, but I am pretty 
sure that is it. I don’t think she called. 

Mr. DeWinp. Miss Lipp, on March 13 of this year when you were 
interviewed by Mr. Donovan of our subcommittee staff, did you not 
tell Mr. Donovan that it was on Mr. Prutzman’s instructions that you 
obtained these travel tickets? 

Miss Lirp. I would do it as his secretary, but I wouldn't know it was 
on his instructions. 

Mr. DeWrnp. Mr. Donovan said to you, “From whom did you 
receive the orders, those orders?” Your answer was, “From Mr. 
Prutzman.” Is that right? 

Miss Lire. The order would come to him, but I wouldn’t have to 
speak to him. I imagine he would have told whoever told me. The 
reason I think Mr. Prutzman did not speak to me, when he was 
away, he never used to call. That used to be a standard joke with 
us. If I had anything, I would call, but he never called me. 

Mr. DeWrnp. It was Mr. Prutzman, Mr. Ash, and Mrs. Ash, and 
they had been in his office on several occasions? 

Miss Lipp. Yes, he knew them. 

Mr. DeWrnp. In connection with the obtaining of these tickets, did 
Mr. Prutzman tell you not to bill Mr. Ash for them? 

Miss Lipp. No: he wouldn’t tell me anything like that. 

Mr. DeWinv. How were you instructed to handle the matter of 
billing? 

Miss Lrep. I understood that we were to treat Mrs. Ash to the trip 
with the little boy. 

Mr. DeWinp. That is what you understood from Mr. Prutzman ? 

Miss Lire. That is right. 
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Mr. DeWinp. After Mrs. Ash and the boy had gone to California 
and come back, did you have anything to do with the hotel bills for 
their stay out there ? 

Miss Lier. No. 

Mr. DeWrnp. Did you receive the bills or have any part in having 
them entered in the books? 

Miss Lier. No. As far as I know from all the talk after they came 
back, the only thing that we had paid for was the trip out for Mrs. 
Ash and the little boy. Everything else I understood was that Mr. 
Ash, Mrs. Ash, and Gabriel, stayed at the Lido. I never heard any- 
thing else. 

I thought they might have had dinner with our people, and maybe 
worked late and be at the hotel for cocktails. That is as far as I knew. 
I didn’t even know they stayed at the Beverly Wilshire. 

Mr. DeWrnp. Nobody had told you that? 

Miss Lier. No. I never saw those coast invoices I gave to Mr. 
Giunta, until he brought up the subject. Then we dug into the 
records. 

Mr. DeWinp. Did you get any invoices from the Lido Hotel ? 

Miss Lire. No. Anything that happened out there the studio would 
have. We would never see the bills. Mr. Prutzman never saw his 
bills. 

Mr. Kean. Mr. Chairman? Miss Lipp, how did you happen to 
know about the fact that they had aoknale or dinner? How did you 
happen to know about the doings of Mrs. Ash out in Beverly Hills? 

Miss Lier. After they came back they talked about different things, 
and they would say they had dinner, or they had worked late, some- 
thing like that. That is all, that is how I heard of it. 

Mr. Kean. They told you about cocktail parties and the meals they 
had with company officials? 

Miss Lire. Sure. They would be working late and they would have 
a drink. 

Mr. Kean. Who would be working late? 

Miss Lrep. All the men on the 722 out at our studio. I know they 
worked very late. 

Mr. Kean. But it was Mrs. Ash who told you about the parties they 
had ? 

Miss Lire. Mrs. Ash? No. I don’t know whether I would know 
Mrs. Ash was there. I would think she would be at one or two. When 
they were working I would think Mr. Ash would be with them and 
they would have a drink and then have dinner. I heard it after they 
came back. 

Mr. Kean. What people would Mr. Ash have dinner with? 

Miss Lipp. Our officials at the studio that were working on the 
722—our executives out there, including Mr. Prutzman. 

Mr. Curtis. Who told Mrs. Ash she was to have this trip as a gift 
from your company ? 

Miss Lipp. I wouldn’t know that, but when I asked for the tickets 
and spoke to her, she knew about it. So I wouldn’t know who told her. 

Mr. Curtis. You did not tell her? 

Miss Lire. I didn’t because she knew it. She knew it already. 

Mr. Curtis. That is all. 
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Mr. DeWinp. When expenses were incurred on the west coast 
which were to be charged to the administrative and general expenses 
account, were advices sent to you from the west coast as to the matters 
to be charged ? 

Miss Lirr. Yes; they were sent to our comptroller, Mr. Walsh, and 
Mr. Giunta has copies of them, but I never saw those before and 
Mr. Prutzman never saw them. We never looked at those things. It 
is a part of the accounting system. 

Mr. DeWrnp. I have here a memorandum addressed to you, Miss 
Lipp, from Mr. Keegan, J. J. Keegan, and dated March 12, 1952, 
which lists advice numbers covering the period from December 13, 
1947, to January 17, 1948. There are seven items on that list. Are 
these advices relating to the expenses of the trip that Mrs. Ash and 
the boy went on to the west coast ? 

Miss Lippe. I wouldn’t know that. Mr. Keegan would know it, and 
he says “Yes.” 

Mr. DeWrnp. That is advice No. 26 on December 13, 1947, for 
$411.43. Advice No. 27, on December 20, 1947, $247.88: December 27, 
1947, No. 29, for $75.22; January 3, 1948, No, 36, $223.05; January 10, 
1948, No. 40, for $1,319.49; January 10, 1948, No. 40, $15.75; Jan- 
uary 17, 1948, No. 42 for $363.40. 

Some of those items cannot be related to the Ash’s expenses? 

Miss Liver. No; they did not. They have other amounts. You can 
add them up on the different slips I have given to Mr. Giunta. I told 
him how they get added up, different items for other things, too. 

Mr. DeWrnpv. Did you see Mrs. Ash again after she returned from 
this trip? 

Miss Lier. Oh, sure. 

Mr. DeWinp. She would come in on several occasions after that; 
on numerous occasions ? 

Miss Lire. That is right—or else maybe we had lunch together 
when she was downtown. I saw her a number of times. 

Mr. DeWinp. Did she come to Mr. Prutzman’s office on many 
occasions after the California trip? 

Miss Lier. Well, many—maybe about six. About six times. 

Mr. DeWinp. Can you state the period over which, or the approxi- 
mate period over which, she continued to visit the office ? 

Miss Lire. Right up to the last day Mr. Ash came in. 

Mr. DeWrnp. When was that? Can you recall approximately ? 

Miss Lire. I tried to think when was the first day he came in. It 
seemed years and years and years. 

Mr. DeWtnp. The first day he came in was years and years? 

Miss Lier. Yes. 

Mr. DeWrnpv. You have seen him fairly recently ? 

Miss Lipp. No; I don’t think I have seen him since maybe a year 
and a half. 

Mr. DeWinp. So you haven’t seen Mrs. Ash since about that time, 
too? 

Miss Lire. Well, maybe about Christmas time, I think; Thanksgiv- 
ing, or something like that. I think I talked to her on the phone. 

Mr. DeWrnp. Of 1951? 

Miss Lipp. That is right. 
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Mr. DeEWinp. She hasn’t been in the Universal Picture Co.’s offices 
that you recall ? 
Miss Lire. No: she hasn’t been there since Mr. Ash was finished with 
») 


(oa. 
Mr. DeWinp. On these occasions when she came to the office would 
she generally speak to Mr. Prutzman ? 

Miss Lirr. No, because he would be tied up most all the time. If he 
passed through the outside office and saw her there, he would stop and 
say “Hello” and so on. 

Mr. DeWinp. That happened sometimes? 

Miss Lire. That had happened, yes, sure. We liked them. 

What are you laughing at? You can like an Internal Revenue man, 
believe it or not. [Indicating press table. | 

Mr. Curtis. You said you had lunch with her a number of times? 

Miss Lire. Well, let’s see. I would say maybe I had lunch with her 
about seven or eight times. 

Mr. Curtis. She would be your guest ? 

Miss Lire. Either way, both ways. I would pay sometimes and she 
would pay sometimes. 

Mr. Curtis. When that happened she was your personal guest? 

Miss Lire. She would fight to pay. She was my personal guest. 

Mr. Curtis. You made no expense charge to your employer / 

Miss Lirep. No; only the executives can do that. 

Mr. DeWinp. Miss Lipp, can you state whether the invoices relating 
to the expenses of the Ashes while they were out there that were paid 
by Universal pictures were charged off for tax purposes ? 

Miss Lire. They were included in that item “Administrative ex- 
pense, travel, and others” that Mr. Keegan has written about. 

Mr. DeWinpv. That item went into the tax return as miscellaneous 
expense ? 

Miss Lire. That went into the item of $729,000, other deductions, 
yes. I don’t know it of my own knowledge, but they have told me, 
yes—the accounting department. 

Mr. DeWinp. I have no more questions of Miss Lipp. 

Mr. O’Brien. You may be excused. 

Miss Lire. Thank you. 

Mr. O’Brien. Mr. Prutzman. 

You do solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Prourzman. I do. 


TESTIMONY OF CHARLES D. PRUTZMAN, JUNO BEACH, FLA., AND 
FOREST HILLS, N. Y. 


Mr. DeWrnp. What is your full name? 

Mr. Prurzman. Charles D. Prutzman. 

Mr. DeWrnp. Mr. Prutzman, how long were you vice president and 
general counsel of Universal Pictures? 

Mr. ProrzMan. From March 1939 to the latter part of 1949. 

Mr. DeWrinp. You resigned from the company entirely in 1949? 

Mr. Prourzman. That is right. 

Mr. DeWrnpv. What is your present business connection ? 
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Mr. Prorzman. I am semi-retired, I think is the best way of describ- 
ing it, sir. 

Mr. DeWinp. You are not now employed with any corporation / 

Mr. Prorzman. No. Pardon me. Let me amend that. I am the 
vice president of Ideal Chemical Products of Culver City, Calif. 
That is without salary. That is why it slipped my mind. 

Mr. DeWinp. When you were general counsel and vice president of 
Universal, you were familiar with a 722 claim, excess-profits tax! 

Mr. Prurzman. Yes. 

Mr. DeWrnp. Were you in charge of the handling of that matter 
with the Bureau of Internal Revenue? 

Mr. Prurzman. No, sir. 

Mr. DeWrnpb. You were active in connection with the development 
of the case? 

Mr. Prorzman. Yes, sir. 

Mr. DeWinp. When did you first meet the revenue agent, Adrian 
Ash? 

Mr. Prurzman. When he first reported in on the 722 matter, and 
{ was surprised earlier this morning to hear testimony that it was in 
i947. It is my recollection it was somewhere around 1945 or 1946. 

Mr. DeWrnp. You saw Mr. Ash more or less regularly from that 
time on, whenever he began to work on the claim ? 

Mr. Prerzman. Whenever he was in the office working on it: yes. 

Mr. DeWrnp. Was the decision to invite Mrs. Ash and her son to 
go to California at the expense of the company a decision that you 
reached, or was it reached by some other officer of the company ¢ 

Mr. PrurzmMan. I am sorry to say, but my recollection is different 
from that of my secretary who just testified. 

Mr. DeWinv. What is your recollection about who made the deci- 
sion to invite them? 

Mr. Prurzman. I don’t remember any such decision at all. I re- 
member a discussion with Mr. Ash out on the west coast, prior to 
her arrival there, in which he was talking about a vacation which was 
coming up, and which he had planned to take in Florida. I think he 
had done that a year or two preceding. I remember discussing with 
him the relative merits or demerits of California vacation versus a 
Florida vacation. 

I have no recollection that the company either agreed or made any 
suggestion of paying Mrs. Ash and her son’s expenses to California. 
It may have been so understood, but I have no such recollection at 
this moment. 

Mr. DeWrnp. You did not decide the dispute about the relative 
merits of California and Florida could be resolved by inviting them 
out to California ? 

Mr. Prorzman. No; I am sure of that. 

Mr. DeWrnp. How was it that all of this was handled through the 
Universal Pictures Co., then ? 

Mr. Prorzman. I think that would be the natural thing, sir, the 
way Universal operates. In a company of that kind you have a de- 
partment that is very active in getting train tickets, plane tickets, and 
theater tickets, et cetera. It is that kind of a business. It was com- 
mon for directors of the company—friends of ours many times would 
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“all us and say “Can't you get us on a certain plane?” Nothing was 
ever thought about it. 

Mr. DeWinp. Was it common to arrange such trips for Govern- 
ment employees who had official relations with the company ? 

Mr. ProurzmMaNn. I would have to guess as to that, sir. I don’t think 
there were too many trips, but if any Government employee were 
going to take a trip, I would not have thought it at all unusual for 
the company to have made the reservations for him. 

Mr. DeWrxv. You wouldn’t think so? 

Mr. Prurzman. I would not. 

Mr. DeWinp. You wouldn’t think it to be usual for the Govern- 
ment employee to arrange his own travel on a Government travel re- 
quest ¢ 

Mr. Prourzman. Not necessarily, no. 

Mr. DeWinp. Do you recall other situations in which Government 
employees traveled at the expense of Universal Pictures? 

Mr. Prorzman. Of course, there I think you have changed the 
question a bit. Maybe you are intending to do it. I was talking 
about reservations, | wasn’t talking about paying for them. 

Mr. DeWrxpv. Do you recall other instances where the company 
made reservations for Government employees ? 

Mr. Prutzman. I have just a general belief that was the case. I 
couldn't cite any specific instance one way or the other. 

Mr. DeWrnp. You believe it was a fairly common practice ? 

Mr. Prurzman. I would think so; yes. 

Mr. DeWrnp. How about the payment for travel for Government 
employees who had official relations with the company , Was it com 
mon for the company to pay those bills? 

Mr. Prurzman. I don’t recall many other trips there by Govern 
ment employees, where the company was involved, 

Mr. DeWinp. This is the only one you remember ? 

Mr. Preurzman. No: I remember at least one other. There was an 
employee of the Treasury Department that went out there prior to 
Mr. Ash, on this 722 claim. 

Mr. DeWrnp. Did Universal Pictures pay for that, too? 

Mr. Prutrzman. I wouldn't think so. They may have made reserva- 
tions in that case, but I don’t think they paid for it. 

Mr. DeWtxp. Who was involved at that time’ What was the 
name of the Government employee / 

Mr. Pretzman. Muhlstock. M-u-h-]-s-t-o-c-k, I think. 

Mr. DeWinp. He was working on this 722 case ? 

Mr. Prutzman. Yes. 

Mr. DeWrnxp. Do you think that the company may have arranged 
his transportation ? 

Mr. Prurzman. It may have made the reservations; yes, sir. I have 
no recollection of them paying for it. 

Mr. DeWtnp. You mean to say this revenue agent in New York 
was going out to California and he came to Universal to make his 
travel arrangements ? 

Mr. Prorzman. He might very well have done so; I am not making 
that as a definite statement. 

Mr. DeWinp. I gather you have some impression it may have 
happened ? 





INTERNAL REVENUE INVESTIGATION 2865 


Mr. Prurzman. May have happened; yes, sir. We have a depart- 
ment there. I say “we”— I am not connected with the company any 
longer, but the company has a department which handles that sort 
of thing. 

During that period it was very difficult to get reservations both on 
the train and planes. 

Mr. DeWrnp. You feel that the Government was relying on Uni- 
versal Pictures to make travel arrangements for its employees ? 

Mr. Prurzman. That I don’t know, sir. 

Mr. DeWrnp. Are you sure that the travel costs on Mr. Muhlstock 
were not paid by Universal Pictures Co. ? 

Mr. Prurzman. I am just giving my impression. 

Mr. Curtis. What is your impression ¢ 

Mr. Prurzman. My impression is we did not pay for it. 

Mr. Curtis. Did you get the reservation ¢ 

Mr. Prurzman. That I don’t know. I am sorry, sir. That must 
have been 6 years ago, something like that—perhaps even earlier than 
that. I have no recollection. 

Mr. Curtis. I never heard of the gentleman before, and I don’t 
know, but the implication here would be given that he might have 
received a favor from your company. 

Is there anything in your mind that indicates that he did? 

Mr. Prurzman. | remember going out with him. 

Mr. Curris. You rode out with him. 

Mr. Prurzman. Yes; we went out by train, as I remember. It may 
very well have been that the company made reservations. Certainly, 
they made mine. 

Mr. DeWtnp. In a ease like that how would the company go about 
billing the Federal Government for the cost of the travel / 

Mr. Prorzman. They might never have picked up the ticket. They 
might merely have made the reservation and have Mr. Muhlstock 
pick it up. 

Mr. DeWrnp. Had your ticket been picked up in advance of your 
going to the airport ¢ 

Mr. Prorzman. Yes, sir. 

Mr. DeWinp. This is a train ride, rather. 

Mr. Prurzman. About the time I went with Mr. Muhlstock that was 
by train. 

Mr. DeWrnpv. You had your tickets before you went to the train ? 

Mr. Prorzman. That is right. 

Mr. DeWinp. Did you telephone Miss Lipp from California and 
tell her to make these reservations and get the tickets for the Ashes, or 
did you direct somebody to call her and tell her to do so? 

Mr. Prurzman. I have no recollection of having done so. 

Mr. DeWinp. How would it have happened? Would anybody out 
there have called and directed this, without your instructions ¢ 

Mr. Prurzman. They might very easily. 

Mr. DeWinp. Who might have done so? 

Mr. Prurzman. Anybody at the studio; any of the executives at 
the studio. 

Mr. Curtis. Why would they have called your secretary? She 
wasn’t in the traffic department. 
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Mr. Prurzman. That is her statement. That is not my recollection 
of what happened, Mr. Curtis. 

Mr. DeWtnp. Miss Lipp was very clear. 

Mr. Prurzman. I agree, but that does not conform with my recol- 
lection. She may be right. I have no idea. All I can testify is to 
what my present recollection is. 

Mr. DeWrxpv. Do you have any contrary recollection nobody called 
her ¢ 
Mr. Prurzman. I haven’t any recollection that either I called her 
or that anybody reported to me that they had called her. 

Mr. DeWtnp. Miss Lipp didn’t learn by mental telepathy she was 
supposed to get reservations for the Ashes ¢ 

Mr. Prurzman. No; I wouldn’t think so. 

Mr. DeWrnp. Isn’t it quite clear somebody communicated directly 
with her and asked her to get these tickets ? 

Mr. Prurzman. It may have been Mr. Ash or Mrs. Ash; I don’t 
know. 

Mr. DeWinp. Do you think that Mr. Ash called her and told her 
to get tickets and charge them to Universal ? 

Mr. Prurzman. I don’t know, sir. 

Mr. DeWrnp. Did you know Mrs. Ash and the boy were coming out ? 

Mr. Prorazman. That I knew. 

Mr. DeWtnp. How did you learn of that? 

Mr. Prurzman. My best recollection is that Mr. Ash told me they 
were coming out. 

Mr. DeWtnp. That was the first you heard of it? 

Mr. Prurzman. We had an earlier discussion about the merits and 
demerits of a California versus a Florida vacation. 

Mr. DeWtnp. That didn’t lead to any information Mrs. Ash was 
coming? 

Mr. Prourzman. No; but it made me realize he was thinking of hav- 
ing them come out. 

Mr. DeWinp. You don’t seriously suggest here that the Universal 
Pictures Co. didn’t know this transaction was undertaken and the 
tickets were to be brought by Universal Pictures? 

Mr. Prurzman. I don’t know that I quite follow your question. 

Mr. DeWrnp. You or somebody must surely have known these 
tickets were to be purchased by Universal Pictures. 

Mr. Prurzman. That doesn’t mean that I knew it. 

Mr. DeWrnp. Yet it was your secretary that received the instruc- 
tions? 

Mr. Prurzman. So she testifies. 

Mr. DeWrnp. She went ahead and did it. That fact we can start 
with—that she, in fact, did make the reservations. Unless you are 
going to credit her with occult powers of some kind, somebody called 
her and told her to get busy and get the tickets. 

Mr. Byrnes. How do you think it happened ? 

Mr. Prurzman. I would have thought—and I am guessing, of 
course—that the Ashes decided that Mrs. Ash and the son were coming 
out there. 

Mr. Brrnes. Who decided? 

Mr. Prurzman. The Ashes, Mr. and Mrs. Ash; that they were 
coming out there to have their holiday there instead of in Florida, 
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and Mrs. Ash would have called up the company to make reservations, 
which would, to me, have been a perfectly normal way of operating. 

Mr. Byrnes. Why would she call the company to make reservations ? 

Mr. Prorzman. Because they have a department there to handle 
that sort of thing. 

Mr. Byrnes. She knows the telephone number of the railroads or the 
airlines; doesn’t she? 

Mh. Prutzman. That is true; but remember, at that time, travel 
was difficult and sometimes a company that had a great deal of travel 
and made a lot of reservations could sometimes get a reservation when 
a person calling up could not. 

Mr. Byrnes. This is just a guess? You don’t know what happened ? 

Mr. Prourzman. No. 

Mr. Byrnes. How is it you can cast suspicion on somebody who does 
have a fair recollection of what happened ? 

Mr. Prurzman. I didn’t mean to do that. What I meant to do 
was merely testify to what my own recollection is. 

Mr. Byrnes. You just don’t have any recollection, then ? 

Mr. Prorzman. That is right. 

Mr. Byrnes. Then you can’t say that the person who has testified 
affirmatively that something has happened doesn’t know what they 
are talking about ? 

Mr. Prorzman. I didn’t mean so to testify, if I did. 

Mr. Curtis. Who were the men in the company that worked on the 
722 besides you ? 

Mr. Prorzman. At one time or another I imagine all of the execu- 
tives of the company did, sir. 

Mr. Curtis. Can you name them ? 

Mr. Prutzman. There was Mr. Blumberg, the president of the com- 
vany; Mr. Cowdin, the chairman of the board, and the vice president 
is Mr. Seidelman ; Scully, O'Connor, and Work. 

Mr. Curtis. Those men you are naming, are they attorneys? 

Mr. Purrzman. None of them are, sir. 

Mr. Curtis. Go ahead and name all of them. 

Mr. Prourzman. I think that covers it. No, I have to bring in the 
comptroller and the treasurer. The comptroller was Mr. Walsh and 
the treasurer was Mr. Machnovich. 

Mr. Curtis. Who would be working on that 722 in California while 
Mr. Ash was out there ¢ 

Mr. Prurzman. Certainly Mr. Blumberg, Mr. Cowdin, myself, 
Messrs. George Rogers and Thomas Beddow: - Messrs. Spitz and Goetz, 
Work, Douglas, Mouhl, and Walsh. 

Mr. Curtis. How many of them were in your department and work- 
ing under you? 

Mr. Protzman. None of them, sir. 

Mr. Curtis. When did you first learn that Universal Pictures paid 
for this transportation of Mrs. Ash and her son? 

Mr. PrutrzMan. My recollection as to that is sometime after my re- 
turn—I would say probably in January—that my secretary raised 
the question of this charge being on the books of the company, and 
that Mr. Walsh, the comptroller, had raised the question. That is 
my present recollection. 
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Mr. Curtis. To whom did she raise that question ? 

Mr. Prutzman. My secretary raised it to me. 

Mr. Curtis. What was your reply? 

Mr. Prurzman. Well, my dor 2 insofar as I can recall, was that 
the only thing we could do was to charge it off, because we certainly 
couldn’t start a lawsuit on it. 

Mr. Curtis. Start a lawsuit? 

Mr. Prorzman. To me it was either a bad debt or an uncollectible 
item, as I remember it. 

Mr. Curtis. Why? 

Mr. Prorzman. Well, when you have 

Mr. Currts. Did Mr. Ash refuse to pay it? 

Mr. Peurzman. Not that I know of. 

Mr. Curtis. Was he ever asked to pay it ? 

Mr. Prorzman. Not that I know of. 

Mr. Curtis. Then it wasn’t a question of a lawsuit or charging it 
off as a bad debt; was it? 

Mr. Prurzman. Except that he knew it was there. He must have 
known he didn’t pay for it. 

Mr. Curtis. So you must have known that, too. 

Mr. Prurzman. That is right. 

Mr. Curtis. It wasn’t a question of charging it off as a bad debt or 
suing for it; was it? 

Mr. Prurzman. I don’t see why not. I must be missing something; 
I am sorry. 

Mr. Curtis. You could have asked him for it. 

Mr. Prorzman. That is true. 

Mr. Curtis. You could have notified his superiors; could you not? 

Mr. Prorzman. That is true. 

Mr. Curtis. You didn’t do any of those things? 

Mr. Prurzman. Look at the position the taxpayer is in. Here you 
have a claim for refund running into millions of dollars that you try 
for years to expedite and hurry along and get decided. Certainly 
you are not going to get into a fight w ith a revenue man who has spent 
years on the case over a question of a few hundred dollars. 

Mr. Curtis. I think you are coming to the meat of this controversy. 
He did not pay his transportation because of its effect upon this 722 
claim; is that right? 

Mr. Prorzman. He didn’t. I’m afraid I didn’t follow you, sir. 

Mr. Curtis. He did not pay Universal Pictures for the transpor- 
tation of his wife and son that they received because it was your deci- 
sion that that would be a bad influence on the tax case; is that right? 

Mr. Prurzman. No; perhaps we mean the same thing. What I am 
trying to say is he certainly did not pay for it. He “knew that the 
debt had been incurred. 

Mr. Curtis. Did he know it was a debt ? 

Mr. Prurzman. Well, if my understanding is right, he did; yes. 

Mr. Curtis. From whom did you get that underst: anding ¢ 

Mr. Prorzman. That is just my present recollection, sir. If Miss 
Lipp’s recollection is correct, then it wasn’t that at all, but it was a 
gift. 

Mr. Curtis. How did you get the impression it was a debt? 
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Mr. Prurzman. That is just my impression. The mind is a curious 
thing. That is my recollection. 

Mr. Curtis. Then your decision was that you not ask him for it, 
rather than any idea that from a legal standpoint it was a bad debt 
and was not worth suing for; is that right ? 

Mr. Prurzman. I don’t like to quibble over words, sit 

Mr. Curtis. Neither do I. 

Mr. Prurzman. Neither of us do. He knew that these tickets had 
been secured and that the company paid for them and that he never 
did pay for them. As I see it, there was no point in my—— 

Mr. Curtis. Who told him that ? 

Mr. Prurzman. I am sorry. That is my own knowledge. I am 
just assuming that happened. I certainly didn’t pay for them. The 
testimony seems clear on that point. 

Mr. DeWrnp. As a matter of fact, instead of charging this as a 
loss or a bad debt, you personally undertook to charge it to miscel- 
laneous entertainment expense of the firm ? 

Mr. Prurzm AN, No; that is not right. I had nothing to do with 
the manner in which it was charged. 

Mr. DeWinv. Let me show you a photostatic copy 3 Universal Pic- 
tures Co.’s invoice No. 5124, which is addressed to Mr. Adrian Ash, for 
transportation charges as follows: 

Extra fare, New York to Los Angeles, Mrs. Ash and Gabriel Ash, New York to 
Los Angeles— 
the total is $197.23. It is marked at the bottom: “Bill of TWA, 
voucher +3-766,” 

There is attached to that a petty cash voucher for $200 to cover the 
payment of that bill, which is marked “for miscellaneous entertain- 
ment expense,” dated February 3, 1948, and signed Charles D. Prutz- 
man, charged to Universal Pictures Co., Inc. 

I show you that and ask you if that refreshes your recollection as 
to how you treated it. 

Mr. Prurzman. No, sir. 

Mr. DeWinp. Didn't you make out, or authorize that petty cash 
voucher to pay that bill? 

Mr. Prurzman. I may very well have authorized the voucher, but 
that isn’t my signature on that voucher. 

Mr. DeWinp. As a matter of fact, that is Miss Lipp’s handwriting, 
is it not, and you told her to sign it ¢ 

Mr. ProrzMan. I would imagine it is her handwriting. I did not 
tell her to sign it. 

Mr. DeWinpv. You were back in the office on February 3, 1948; 
weren't you ¢ 

Mr. Prurzman. That is right. That goes back to the testimony 
I think I gave a few minutes ago. 

Mr. DeWinp. Was Miss Lipp in the habit of drawing petty cash 
vouchers signed with your name without your authority? 

Mr. Prurzman. Not that I know of. 

Mr. DeWinp. I would think not. 

Mr. Prourzman. That didn’t mean I saw the petty cash voucher or 
the manner in which it was charged. 

Mr. DeWrnp. Things just happened all around you and you never 
knew anything about them? 
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Mr. Prurzman. That, I am afraid, is true. 

Mr. DeWinp. Do you suppose it was through a form of mental 
telepathy that the Beverly Wilshire Hotel in Los Angeles had an 
occasion to send a memorandum to its assistant manager and cashiers 
[reading]: “Do not present bill to Mr. Ash—mail the bill to Universal 
International Studio, Universal City, California, attention: Mr. Jack 
Lawton”? 

Mr. Prurzman. Your question is one of clairvoyance? 

Mr. DeWinpb. Was that a matter of clairvoyance on the part of the 
Beverly Wilshire, or did they get instructions from Universal 4 

Mr. Prurzman. How do I know? 

Mr. DeWinvo. Who is Mr. Jack Lawton ? 

Mr. Prurzman. He is the counterpart at the studio of the depart- 
ment we were describing a few minutes ago in the New York office, 
charged with making reservations, getting tickets and things of that 
kind, 

Mr. DeWrnp. I am interested in your story, this impression you 
had that somehow Mr. Ash was supposed to pay the bills for this 
trip. Ife was never asked to pay the travel expense, and there comes a 
petty cash voucher out of your office at least to cover that. 

Now there is this memorandum on the west coast, “Do not. bill Mr. 
Ash: bill Universal.” 

How do vou fit that into your impression about losses and bad debts 
and things like that? 

Mr. Prurzman. Iam sorry. All I can testify to, sir, is my present 
understanding. 

Mr. DeWtnp. Doesn’t this somewhat contravene your present un- 
derstanding ¢? 

Mr. Prurzman. No. I don’t know anything about that memo- 
randum. I made no reservations at the Beverly Wilshire Hotel, either 
for myself or anybody else. 

Mr. DeWrnp. Didn't you get out of your room there so Mr. Ash and 
his family could occupy it? 

Mr. Prurzman. No, sir. 

Mr. DeWrnp. Is that right? 

Mr. Prurzman. You are giving that as a reason, sir. That was not 
the reason I got out. I got out of my room because we were returning 
to New York. 

Mr. DeWrnp. Didn’t you know Mr. and Mrs. Ash were moving 
into your room ¢ 

Mr. Prurzman. Very likely, sir. 

Mr. DeWinp. Mr. Chairman, I have here this interdepartment mem- 
orandum of the Beverly Wilshire Hotel addressed to the assistant 
managers and cashiers, from M. A. Padden, dated December 20, sub- 
ject: 

Bill for Adrian Ash and family: 

Do not present the bill to Mr. Ash—mail the bill to Universal International 
Studio, Universal City, California ; attention: Mr. Jack Lawton. 


There is attached to that photostatic copies of the Beverly Wilshire’s 
bills. 

I ask that all these be made part of the record. 

Mr. O’Brren. Without objection it is so ordered. 
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(The documents referred to are as follows:) 


INTERDEPARTMENT MEMO 


Date: December 20. 
To: Asst. Mers. & Cashiers 
From: A. M. Padden 
Subject: Bill for Adrian Ash and family 

Do not present bill to Mr. Ash—Mail the bill to Universal International Studio 
Universal City, Calif 
Attention: Mr. Jack Lawton 
H 


91550—52—pt. 414 
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Mr. DeWinp. Do you remember, when you stayed at the Beverly 
Wilshire, what kind of a suite you occupied ? 

Mr. Prurzman. Mrs. Prutzman was with me. I am sorry. I have 
no definite recollection. My guess would be, if you want that for 
what it is worth, that we had a bedroom, a living room, and a bath- 
room, of course. 

Mr. DeWtinp. You got out of that and it was understood Mr. and 
Mrs. Ash would move in? 

Mr. Prurzman. That is my best recollection, that they moved in 
as we moved out. 

Mr. DeWinp. The records of the Beverly Wilshire Hotel reveal 
various items charged to Mr. Ash during the period of December 10 
to December 19, 1947, for such items as telephone calls, valet service, 
et cetera. Would that not indicate that Mr. Ash was staying at the 
hotel during that period ¢ 

Mr. Prorzman. I would think so, certainly. 

Mr. DeWrnp. You recall in fact he was? 

Mr. Prurzman. No; I left the evening that his wife and son came in. 

Mr. DeWrnp. Wasn’t he there before his wife and son came in? 

Mr. Prurzman. Yes. You asked me for the period after that. 

Mr. DeWrnp. December 10 to December 19. 

Mr. Prurzman. Then I misunderstood you. I thought you were 
talking about the period after his wife came in. 

Mr. DeWtnp. I asked whether Mr. Ash did not stay at the Beverly 
Wilshire during the period December 10 to December 19, before Mrs. 
Ash came out? 

Mr. Prurzman. That is right. 

Mr. DeWrnp. That also was at the expense of Universal Pictures? 

Mr. PrurzmMan. So it appears. 

Mr. Kran. The Beverly Wilshire Hotel—a bedroom, a sitting room, 
and bath—that is not the type of accommodation that you would ex- 
pect that Mr. and Mrs. Ash, on the salary that the Government gives 
him, would ordinarily occupy ? 

Mr. Prurzman. I think you would have to, as Einstein does, tie that 
up with a matter yng time. In other words, if they were merely there, 
say, overnight, or something like that, it wouldn’t be too alarming. 

Mr. Kran. Every penny counts, and they would certainly not occupy 
a suite with a sitting room in one of the most expensive hotels in the 
southern California area. You must have had knowledge they weren’t 
going to pay for it. 

Mr. Prurzman. Is it a matter of knowledge, or is it a matter of, let 
us Say, assumptions ¢ 

Mr. Kean. It is a matter of something. 
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Mr. DeWinv. Was Mr. Ash ever given the slightest opportunity or 
invitation to pay this bill? Was he even told the amount of it? 

Mr. Prourzman. Not by me, sir. 

Mr. DeWinv. When the matter of paying for the airline tickets 
vame up, did you call Mr. Ash and say “Is it convenient for you to pay 
this bill now ¢” 

Mr. Prurzman. No, sir. 

Mr. DeWinp. You just authorized the voucher to pay it? 

Mr. Prurzman. That is right. 

Mr. DeWinp. It is wholly inconsistent with any thought on your 
part that he was expected to pay for that; is that not right ¢ 

Mr. Prurzman. No. Just as I said when the question was raised, 
I knew Mr. Ash knew that this transportation had been purchased. 
He hadn't paid for it, and made no attempt, so 1 assumed he didn't 
intend to. Instead of raising the question with a revenue agent over 
a few hundred dollars, when he was in the middle of working on a 
claim involving millions, from the company’s standpoint it did not 
make sense to me. 

Mr. DeWinp. It is abundantly clear on the west coast and in New 
York, with regard to travel, no suggestion was ever made that Mr. Ash 
should be billed, or even told what the amount of the bill was. In 
fact, quite the contrary. The hotel was instructed not to bill Mr. Ash. 
It seems to me the record indicates there was no possibility that Mr. 
Ash was ever going to pay any part of this bill. I think you referred 
to that as an assumption. 

Mr. PRUTZMAN. | have ho knowledge, ho absolute knowledge of 
it, one way or the other. It must be an assumption, just as I think 
it is in your case. 

Mr. DeWinp. Is there any other assumption that is possible? 

Mr. Prurzman. I don’t disagree with it. 

Mr. DeWrnp. Was this a matter of general practice at Universal 
Pictures, to entertain Government employees ¢ 

Mr. Prurzman. I don’t think there were very many Government 
employees engaged in Universal matters of this type, that would 
require travel back and forth. I can only recall this one other, that 
is, Mr. Muhlstock. 

Mr. Kean. There were not many Government employees who, by 
their actions, might save the company some five to six million dollars ? 

Mr. Prurzman. Pardon me? 

Mr. Kean. There were not many Government employees who, by 
their action, might save the company five or six million ? 

Mr. Prurzman. That is right. I think that is true. Mr. Ash, too, 
sir. 

Mr. DeWinp. Mr. Ash, by his actions, might have saved the com- 
pany some fifteen or twenty million dollars? 

Mr. Prorzman. I don’t think so. 

Mr. DeWinpv. You don’t consider it a possibility that a favorable 
report by Mr. Ash might stick? 

Mr. Prurzman. No. 

Mr. DeWrnpv. You assume Mr. Ash’s reports would always be 
turned down? 

Mr. Prutzman. No; I think the excess-profits tax panel was created 
to determine those matters. I don’t think a report from an agent on 
the reconstruction frankly was of too much importance. 
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Mr. DeWrnp. It was no concern to you whether he recommended 
$2,000,000, nothing, or $20,000,000 ? 

Mr. Prurzman. You are putting words in my mouth. I don’t think 
you mean to do that. 

Naturally, one would want the most favorable report one could get, 
but I think the importance of Mr. Ash’s work was to pass on the fac- 
tual matters which were placed in the application. Get application 
must have been volumed with that particular data and adaption. 
There were a lot of matters in the claim itself. Those were prepared 
very carefully. We had every top executive go over that. We had 
Price, Waterhouse, everybody. 

We tried to make it just as accurate as we could. All that had to 
be checked. That was what delayed this thing. That is what we 
wanted to expedite, get hurried up, because we knew, until that was 
checked, we would get nowhere with the claim. 

Mr. DeWrnp. You are not suggesting that Mr. Ash’s activities were 
solely to check Price, Waterhouse’s accounting ? 

Mr. Prurzman. No. It was to check the statements that were made 
in the claim for refund itself, and then, curiously enough, under the 
law, he had to also report on the reconstruction, which I believe, since 
you are a tax attorney, you know how little you had to guide you in 
the law itself. All of that was finally decided when you got up before 
the excess-profits-tax panel. 

Mr. DeWinp. What was the theory of their claim? That there was 
hew management in Universal ? 

Mr. Prurzman. That is right. If you remember the law, there was 
no yardstick in the law as to how you reconstruct in a case of that kind. 

Mr. DeWinp. Very little, except the discretion and judgment of 
the Bureau employees who worked on the case ? 

Mr. Prurzman. And in the final analysis, that was the excess-profits- 
tax panel. 

Mr. DeWinp. The first person who exercised that judgment and 
discretion was the revenue agent who examined the claim and con- 
sulted with the company and examined its books ? 

Mr. Prerzman. That is right. 

Mr. DeWinp. And that was Mr. Ash? 

Mr. Prurzman. That is right. 

Mr. DeWrnp. You were arguing with Mr. Ash by reason of a new 
and able management, this company’s base period before the war was 
not a fair measure of its real earning power, and the Government 
should give it an increased credit, based on a hypothetical earning 
power! 

Mr. Prevzman. That is right. That was never seriously contro- 
verted up and down the line. Your controversy was always on the 
amount of the reconstruction. 

Mr. DeWinp. What I am pointing out is this is a matter involving 
primarily judgment, discretion, expert appraisal, not subject to spec- 
tlic yardsticks, so that Mr. Ash’s independence of judgment was of 
vital importance to the Government’s interests. 

Does that seem to you to be a fair statement of the situation ? 

Mr. Prurzman. Well, I don’t know. I think we are getting a little 
bit afield. 

Mr. DeWinp. Not at all. It seems it is right on the point. 
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Mr. Prurzman. I am not trying to be controversial here, but I made 
the statement that I think in a matter of this kind it was your Excess 
Profits Tax Council, or whatever they called it, that really made the 
determination. 

Mr. DeWinp. Just a minute. Didn’t you just get through saying, 
in answer to Mr. Curtis’ questions, you didn’t want to do anything 
for a few hundred dollars that would cause the ill will of Mr. Ash ? 

Mr. Prurzman. Yes. Well—I don’t follow you. 

Mr. DeWrnp. You referred to possibly endangering a $20 million 
claim by causing the enmity of Mr. Ash, did you not? 

Mr. Prutzman. That is right. 

Mr. DeWinp. Then Mr. Ash was important to you. 

Mr. Prutrzman. I didn’t say he wasn’t important. Quite the con- 
trary. I said he was important, but on the one side of this thing. That 
was getting these facts out and getting them determined and moving 
this thing down to Washington. I don’t think his determination on 
the reconstruction was too important, one way or the other. I didn’t, 
at the time. 

Mr. DeWrnp. Creating a favorable impression in Mr. Ash’s mind 
and a feeling of friendliness toward Universal Pictures would, in your 
view, be a desirable thing from the point of view of the company’s 
claim ? 

Mr. Pruzrmayn. Sir, I think that is true always in life, isn’t it? 

Mr. DeWinp. You felt, therefore, a free trip to California for his 
family was consistent with trying to develop that kind of atmosphere ? 

Mr. Prezrman. You see, you are switching it around a bit. I don’t 
think you mean to do it. 

Mr. DeWrnp. If that is switching it around, I do mean to do it. 

Mr. Pruzrman. Then I misunderstood you. My recollection of my 
connection with it was the authorization of writing it off the books, and 
not to sue or bill Mr. Ash for it. 

Mr. DeWrnp. Writing it off the books as miscellaneous entertain- 
ment expense ¢ 

Mr. Pruzrman. Again you are putting words in my mouth. I am 
sorry, because I doubt that the item that it was to be charged to was 
discussed. It may have been, but I have no recollection of it. 

Mr. DeWrnp. It was charged off in the administrative and general 
expense account on a voucher marked “Miscellaneous entertainment 
expense”; is that right? 

Mr. Protzman. That is right, s 

Mr. DeWInp. It was not charged off as losses, or uncollectable claims 
or bad debts ? 

Mr. Prurzman. No. 

Mr. DeWrnp. If it had been written off on that basis, it shoul 1 have 
been disallowed ? 

Mr. PrurzmMan. Perhaps under the law, but the taxpayer was still 
in a fine spot. 

Mr. DeWrxo. I have no further questions. 

Mr. Kran. I would like to state that businessmen who attempt to 
corrupt by travel payments, entertainment or by any other manner, 
the comparatively low-paid agents of the Bureau are entering into 
just as reprehensible conduct, more reprehensible conduct, than does 
the agent himself who accepts the favors. 
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I do not know if there is any law by which you or the other officials 
of Universal Pictures responsible for this attempted influence can 
be put in jail for their activities, but I wish there were. 

Mr. DeWinp. Mr. Prutzman, one more question. 

Did you ever contact anybody in W ashington with regard to the 
handling of this case after it left Mr. Ash? 

Mr. Protrzman. I think you understand that the counsel who were 
handling this matter were in Washington. 

Mr. DeWinn. Did you have any personal contact with the Bureau 
of Internal Revenue employees in Washington ? 

Mr. PrutzmMan. No, sir. 

Mr. DeWinp. Either by letter, telephone, or in person, with respect 
to the handling of this matter? 

Mr. Prorzman. No, sir. 

Mr. DeWinp. Did you undertake to get the report that Mr. Ash 
prepared and sent down to Washington expedited ? 

Mr. Prurzman. No, sir. 

Mr. DeWrnp. Did you in any way, directly or indirectly, seek 
to have the Treasury Department or the Bureau of Internal Revenue 
in Washington expedite the transmission of the report ? 

Mr. Prurzman. No, sir. 

Mr. DeWinp. Did you know it was Mr. Ash’s report when it was 
prepared and typed in the offices of Universal Pictures Co. ? 

Mr. PrurzMan. Yes, sir. 

Mr. DeWinp. That was in an effort to expedite the preparation of 
the report more quickly than the Bureau would be able to do it, to 
type it ? 

Mr. Prutzman. So he told me. He told me that it had been cleared 
with one of his superiors; whether it was Mr. Olsen or the agent in 
charge I have forgotten. I think it was Wheeler. He told me he 
had cleared it with his office and it was satisfactory to them, and that 
it would expedite matters if that was done. 

Mr. DeWinp. Did you ever take any steps, either directly or indi- 
rectly, to get your counsel or other re presentatives in Washington to 
request the file be expedited to Washington ? 

Mr. Prourzman. I constantly kept after our tax counsel to do every- 
thing they could to expedite this matter 

Mr. DeWrnp. Did you ever suggest to them in any way that they 
attempt to get the case referred to Washington out of order, without 
the regular field committee review in New York? 

Mr. Prurzman. I doubt whether I knew that much about tax law, 
sir. 

Mr. DeWrnp. That is all. 

Mr. Byrnes. Who is your counsel ? 

Mr. Prutzman. In Washington? 

Mr. Byrnes. Yes. 

Mr. Prorzman. On this matter, I assume you mean? 

Mr. Byrnes. Yes. 

Mr. Prurzman. Gardner, Morrison & Rogers. 

Mr. Byenes. They took care of all the contacts with the Washington 
personnel of the Bureau that might be concerned with this case? 

Mr. Prurzman. That is right, sir. 

Mr. Byrnes. They handled all contacts with the Excess Profits Tax 
Council ? 
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Mr. Prurzman. When there were hearings on it I would attend also, 
with some other people from New York, but they would be counsel 
of record. As general counsel, I was not the counsel of record on 
this matter at all. 

Mr. Byrnes. You made no contacts with Washington personnel] ¢ 

Mr. PrurzMan. No, sir. 

Mr. Byrnes. You just attended hearings? 

Mr. Prurzman. That is right. 

Mr. Byrnes. So, if there were any contacts made in an effort to have 
this case take a different road than the ordinary road it would take, 
that might possibly have been done by your counsel here in Wash- 
ington ¢ 

Mr. PrurzmMan. It would be done by somebody other than myself. 

Mr. Byrnes. Who other than yourself might do that? 

Mr. Prurzman. What I mean by that is: You have officers in the 
company, you have directors in the company. You have important 
stockholders. 

Mr. Byrnes. Long distance from California. Is that it? 

Mr. Prutzman. Anybody. I had nothing to do with it. 

Mr. Byrnes. Did anybody in the company ever advise you they 
had taken steps to have the matter expedited at the Washington level ? 

Mr. Prurzman. No, sir. 

Mr. Byrnes. Did anybody ever advise you that steps had been taken 
to have the report sent directly from Ash to the Excess Profits Tax 
Council’s office rather than through the field committee / 

Mr. Protzman. Possibly our Washington counsel did. That I 
don’t remember. They may very well have been urging exactly that. 
I don’t recall. P 

Mr. Byrnes. They did not keep you posted on everything that was 
done? 

Mr. PrutzMan. No; they kept me posted. It is a matter of my 
memory as of this moment. I don’t remember whether any such 
statement was made or not. I know I kept after them continuously 
to try to get the thing expedited because this was going for years. 
It must have been 4 or 5 years, or something like that. 

Mr. Byrnes. You were not in a much different position than most 
taxpayers, were you! 

Mr. Prurzman. Except for one thing. The interest penalty on 
this claim was mounting at the rate of a thousand dollars a day. 
That is a lot of money. 

Mr. Byrnes. It was also so with other taxpayers, too, wasn’t it? 

Mr. PrurzMan. I don't know. 

Mr. Byrnes. Their docket was terrifically crowded then ? 

Mr. Prurzman. But not all of the companies took advantage of a 
provision in the tax law that allowed you to retain a certain amount 
of the excess-profits tax. I personally remember advocating our com- 
pany not do it because you couldn’t use the money, anyway. It was 
short-term money. 

Mr. Byrnes. You wanted different treatment than the average man 
was getting? 

Mr. Prurzman. Pardon me? 

Mr. Byrnes. You wanted special treatment compared to the treat 
ment that the average taxpayer in this difficulty was getting? 
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Mr. Prurzman. I wouldn't say that. I would say all of the people 
were clamoring, because the Congress had the matter up, and they 
were disturbed because these things weren’t being processed. 

I think from the reports which were being issued, the smaller ones, 
where you didn’t have as many problems or troubles, they were pushed 
through faster. The big ones like Universal Pictures, they seemed 
todrag on. You get anxious, and especially when there is an interest 
charge of $1,000 a day. That is $300,000 or more a year, roughly. 

Mr. Byrnes. | can understand your desire to get it expedited. 

Mr. PrurzmMan. I was worried about that charge. 

Mr. Byrnes. Apparently you were willing to do a lot of things that 
were out of the ordinary in order to get that done, too, weren't you ¢ 

Mr. PrurzmMan. That is a pretty broad statement. 

Mr. Byrnes. The record speaks for itself in that respect. 

Chairman Kine. The committee will recess for 5 minutes. 

(At this point a short recess was taken. ) 

Mr. O’Brien. Mr. Prutzman, you are excused. 

Mr. Prurzman. Is Miss Lipp excused, too? 

Mr. DeWinp. You are excused, too, Miss Lipp. Thank you. 

Mr. O’Brien. Mr. Giunta? You have been sworn previously, I 
believe, Mr. Giunta. 


TESTIMONY OF ROSARIO GIUNTA, SPECIAL AGENT, BUREAU OF 
INTERNAL REVENUE—Resumed 


Mr. DeWtinpo. Mr. Chairman, Mr. Geller, who is the attorney for 
Mr. Alexander Ostriker, has submitted three questions which he would 
like to have-put to Mr. Giunta under the provisions of the rules of the 
subcommittee. If there is no objection, 1 will read these questions to 
Mr. Giunta. 

Mr. O'Brten. It is so ordered. 

Mr. DeWinp. Mr. Giunta, the first question submitted by Mr. 
Ostriker’s counsel, Mr. Geller, is: “Isn’t it clear from your testimony 
and investigation that the Duplex tax examination by Ash was com- 
pleted April 23, 1945, that the first loan of $500 by Alexander Ostriker 
to Ash was in March 1947 and that the next loan of $2,500 was in 
January of 1949?” 

Mr. Giunta. That is true. 

Mr. DeWinp. The second question is: “Counsel for the committee 
stated that Mr. Ash’s routine calculation, but not examination or 
audit of Duplex’s 722 figures took place in 1951. Wasn't this some 
time after the last loan of $1,000 made on January 2, 1951?” 

Mr. Giunta. Will you please read that statement following the 
first point ¢ 

Mr. DeWtnp. Counsel for the committee stated that Mr. Ash’s rou- 
tine calculation, but not examination or audit of Duplex’s 722 figures, 
took place in 1951. Wasn’t this some time after the last loan of 
$1,000 made on January 2, 1951? 

Mr. Giunta. Yes; that is right. 

Mr. DeWrnp. In fact, wasn’t that recaleulation reviewed by Mr. 
Ash on or about July 17, 19514 

Mr. Giunta. That is right. 
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Mr. DeWinp. The third question from Mr. Geller is: “Isn’t it a 
fact that the examination and settlement of Duplex’s 722 claims were 
processed and agreed upon by Mr. Henry Broad, representing the 
taxpayer, and the 722 Division before Mr. Ash made his routine cal- 
culation based on the settlement figures previously agreed upon, and 
that Mr. Ash had nothing to do with the examination or settlement of 
these claims?” 

Mr. Giunta. Mr. DeWind, I cannot answer that question because 
I don’t know the full facts concerning that section 722 claim. 

Mr. DeWrnp. It is my impression that Mr. Ash had nothing to do 
with auditing the merits of the 722 claim of Duplex Corp. 

Mr. Giunta. I think that ts true. 

Mr. DeWinp. I think that is the point Mr. Geller wants to make. 
I think it is accurate to that extent. 

Mr. Giunta. Yes, sir. 

Mr. DeWinp. That is all I have, Mr. Giunta. 

Mr. O'Brien. You will be excused. 

Mr. Ostriker ¢ 

Do you solemnly swear that the testimony you are about to give in 
this cause will be the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 

Mr. Osrriker. I do. 


TESTIMONY OF ALEXANDER J. OSTRIKER, NEW YORK, N. Y., AC- 
COMPANIED BY HIS COUNSEL, ABRAHAM N. GELLER AND 
BERNARD A. SASLOW, NEW YORK, N. Y. 


Mr. Getter. Do you want me to note my appearance ? 

Mr. DeWinpv. What is your full name? 

Mr. Osrriker. Alexander J. Ostriker. 

Mr. DeWinp. That is O-s-t-r-i-k-e-r ¢ 

Mr. Osrriker. Yes. 

Mr. DeWinp. What is the name of your attorney ? 

Mr. Getter. Geller & Saslow, appearing by Abraham N. Geller and 
Bernard A. Saslow. 

Mr. DeWinp. Could you spell those names? 

Mr. Geier. G-e-|-l-e-1 and S-a-s-l-o-w, and the address is 295 Madi- 
son Avenue, New York City, N. Y. 

Mr. DeWinv. And your first name, Mr. Geller? 

Mr. Getter. Abraham N. And Mr. Saslow’s first name is Ber- 
nard A, 

May I make a request of the committee at this time? <A statement 
has been prepared by Mr. Alex J. Ostriker, a very brief one, which we 
would like to have an opportunity to read at this time. I am sure it 
would be of aid to the committee, and might clarify some of the, I 
think, misapprehensions that might be drawn from the examination 
thus far had. It will take just a few minutes, and I think it will save 
some time. 

Mr. DeWinp. Would you be good enough to submit the statement 
to the committee so they can see what statement you have in mind? 

Mr. Geter. I thought Mr. Ostriker might read it into the record. 

Mr. DeWinpv. He may, but would you please submit it in advance ¢ 

Mr. Getter. Suppose I give you this copy of it. 
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Mr. Byrnes. You have received a copy of the committee rules? 

Mr. Getter. I saw them for the first time today, and this statement 
was prepared by Mr. Ostriker with our aid last night. I notice under 
the rules counsel can make the statement, and with leave of the com- 
mittee, of course, and since counsel can, I thought you might extend 
the privilege to the witness. I am sure it will aid the committee. 

Byrnes. The rules really require that the statement be sub- 
mitted ahead of time. 

Mr. Getter. I beg your pardon? 

Mr. Byrnes. The rules of the committee do provide that the state- 
ment is to be submitted to the committee ahead of time. 

Mr. Getter. We did not get a chance to prepare it until last night. 
[ was in touch with Mr. Schapiro and told him it was with great diffi- 
culty that we were able to get here today. I think it will be of help to 
the committee in presenting the full facts, the correct ones. 

This would be given under oath as part of his testimony. 

Mr. DeWinp. I think Mr. Ostriker has been sworn already. 

Mr. Getter. This would be part of his sworn testimony. 

Can he proceed to give the statement ? 

Mr. O’Brten. Yes. 

Mr. Getter. Thank you. We have a copy here. 

Mr. Osrrixer. I respectfully request the permission of the sub- 
committee to make this statement and ask that it become a part of the 
record of my testimony. 

I appeared by request before representatives of this subcommittee 
in New York C ity, voluntarily testified under oath at that interview, at 
the conclusion of which I was handed a subpena to appear before this 
subcommittee. I am glad to cooperate. 

I have been questioned concerning my relations with Mr. Adrian 
Ash, an employee of the Bureau of Internal Revenue. Mr. Ash and 
I have been close personal friends for about 8 years. I first met him in 
1943 or 1944 when he was concluding examination of the tax returns 
of a corporation engaged in the textile business, of which I was vice 
president in charge of sales, and in which my family owned a minority 
interest. My contact with Mr. Ash at that time was casual, and I did 
not discuss with him the corporate returns he was examining. The 
interests of the corporation in connection with the tax examination 
were handled by the corporation accountants and the corporation’s 
president. To my knowledge, Mr. Ash was never assigned to examine 
any company return other than the return he was examining in 1943 
or 1944, 

At no time, to my knowledge, was Mr. Ash ever assigned to examine 
my personal tax returns. 

Some time shortly after Mr. Ash concluded the corporate examina- 
tion, we met each other at a basketball game at Madison Square Gar- 
den, and thereafter we met each other frequently at similar basketball 
games. My first meeting with Mr. Ash at Madison Square Garden, as a 
result of which we ultimately became close personal friends, was not 
prearranged. Since these meetings a close friendship developed be- 
tween us, and our respective families, and we have visited soci: illy 
with one another at our respective homes and the homes of mutual 


friends, 
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Since September 1947, I have been out of the textile business for 
myself, onl since May 1949, when I retired from active business, out 
of it as an employee for others. 

I have also been questioned concerning claims made under section 
722 of the Internal Revenue Code on behalf of the corporation I have 
referred to. These claims were handled on behalf of the corporation 
by Mr. Henry Brach of Brach, Gosswein & Lane of New York. The 
first of these claims was filed in 1948. I had nothing to do with the 
processing, examination, or negotiations for the settlement of these 
claims, except that 1 was asked by Mr. Brach to participate with him 
in certain conferences with revenue agents to supply certain factual 
data on the corporation with which I was familiar. The section 722 
claims aggregated well over $300,000, were ultimately settled for about 
$26,000 and interest, and the corporation’s net realization therefrom, 
after expenses and fees, was negligible. To my knowledge, Mr. Ash 
had nothing whatever to do with the said section 722 claims. 

Beginning on March 31, 1947, almost 3 years after the completion 
of audit of the company, and thereafter at various times up to and 
including January 2, 1951, I loaned Mr. Ash, at his request, varying 
sums aggregating $8,550 ; $500 in 1947, and the next loan 2 years later 
thereafter in 1949. The canceled checks evidencing these loans have 
been made available to this subcommittee. My loans to Mr. Ash were 
handled no differently from various loans in both larger and smaller 
amounts that I had made from time to time to friends and relatives. 
In no case did I ask for or receive a note and in no case did I charge or 
intend to charge interest. 

| have been asked why I did not include my loans to Mr. Ash on 
the lists of loans attached to the financial statements, made available 
to this subcommittee, which were prepared by my accountants solely 
for my own personal use. I did not include Mr. Ash’s loans on these 
lists because I thought it might be embarrassing to him as a Govern- 
ment employee to have other people know about them. 

Since copies of my personal financial statements were retained in 
my accountants’ office, I did not think it would be in Mr. Ash’s interest 
to have it known by the juniors and staff of my accountants that he 
was indebted to me. He could conceivably meet them in connection 
with examinations of clients of theirs, and I felt it would be none of 
their business to know that Mr. Ash owed me money. I never dis- 
cussed this with Mr. Ash. 

I made these loans to Mr. Ash as a personal friend of mine, fully 
believing that he was able to pay them and would repay them. 

[ wish to emphasize that I never had any official dealings with Mr. 
Ash over any of the period during which I made these loans to him, 
and never sought to influence or procure any action on his part con- 
cerning the tax returns of myself, the company, or anyone else. It 
did not occur to me then, as it does not occur to me now, that there 
can be the slightest impropriety in developing a friendship—excuse 
me. I beg your pardon. 

Mr. Getter. Off the record, may we ask that these photographs not 
be used? I do not think it would be proper under the circumstances 
that these negatives be used. 

May we ask that these negatives be destroyed and turned over to 
the committee’ I do not think they are proper under the cir- 
cumstances. 

91550—52—pt. 4———15 
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Mr. O’Brien. When the chairman comes back we will let him rule 
on that. 

Mr. Osrrikxer. It did not occur to me then, as it does not occur to 
me now, that there can be the slightest impropriety in developing a 
friendship on a purely personal and social basis with a Government 
employee and because of that friendship, to help him out with loans 
just as in the case of my other friends. 

Mr. Getter. May I ask that the photographer turn over the plates? 

Mr. Byrnes. Wait just a second. 

Mr. Osrrixer. I am terribly sorry. 

Chairman Kine. Let me have a conference with the photographers, 
please. 

(Discussion off the record.) 

Mr. Getter. May I express for the record Mr. Ostriker’s regret, 
and, as I indicated earlier, it was not intended—— 

Mr. Osrriker. Forget about it. 

Mr. Geiver. Let us forget about it. 

Mr. DeWtnp. Continue the record at the point Mr. Ostriker had 
reached in his statement. 

Mr. Osrrixer. I wish to emphasize that I never had any official 
dealings with Mr. Ash over any of the period during which I made 
these loans to him, and never sought to influence or procure any action 
on his part concerning the tax returns of myself, the company, or any- 
one else. It did not occur to me then, as it does not occur to me now, 
that there can be the slightest impropriety in developing a friendship 
ona purely personal and social basis with a Government employee, ed 
bacause of that friendship, to help him out with loans just as in the 
case of my other friends. 

Mr. DeWinpb. Mr. Ostriker, in connection with the loans you made 
to Mr. Ash, in addition to having no interest-bearing note, there is no 
record of the loans whatever except the checks; is that right ? 

Mr. Osrrixer. The checks, which you have. 

Mr. DeWrnp. Has Mr. Ash ever repaid any part of the loans? 

Mr. Osrriker. None whatsoever. 

Mr. Byrnes. Speak up to one of the microphones. 

Mr. Osrrixer. None. 

Mr. DeWinpb. Have you ever discussed with him the problem of the 
repayment ¢ 

Mr. Osrrixrr. When I loaned Mr. Ash the money he told me I 
could get it any time I needed it or wanted it. 

Mr. DeWinpv. You have never raised the question—— 

Mr. Ostriker. I never have. 

Mr. DeWinp. As to what he anticipates the time of repayment 
will be ¢ 

Mr. Osrrixer. No, sir. There were a series of loans, there were 
five or six. 

Mr. DeWtnp. There has been several thousand dollars outstanding 
now for several years ¢ 

Mr. Osrrixer. Oh, yes. 

Mr. DeWixp. Did Mr. Ash request these loans of you on each 
occasion ¢ 

Mr. Osrriker. Oh, of course. 
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Mr. DEW1inp. How did the first request come about? Where were 
you when Mr. Ash asked you for a loan ? 
~ Mr. Osrrerxer. I don’t know whether it was at a game or at lunch 
or in the store, but he asked me for $500. I think that was in 1947. 

Mr. DeWrnp. Now, then, when the amounts became larger in 1949, 
at that time Mr. Ash was a group chief in the Internal Revenue 
Agent’s office; was he not? 

Mr. Osrrixer. I don’t know. I thought he was in 722. 

Mr. DeWrnp. Did you know of the position he occupied? Did he 
discuss with you from time to time what his position was in the In- 
ternal Revenue Bureau / 

Mr. Osrriker. Just casually. 

Mr. DeWrnp. He never mentioned to you that he was a group chief 
at that time in the agent's office / 

Mr. Osrrixer. No. He might have, he might have. If he was 
elated about it, he would tell me, he would give me any news. 

Mr. DeWinp. Now, as to all of these loans, starting out with the 
$500 loan and then the subsequent loans, did Mr. Ash tell you why 
he wanted the money, and what the purpose of borrowing the money 
was ¢ 

Mr. Osrrixer. I think on one or two occasions he did, and on others 
he didn’t. I think one was an anniversary he had, and he wanted 
to buy a coat. The last one, I know what it was for, because it was 
made out to Peddie School, where Gabriel went to, and I think one 
was for a fur coat, and then I think one was for an automobile. An 
automobile, a fur coat, and a school, and those are the three majo 
items, I would say. 

Mr. Curris. What kind of an automobile was it; do you know? 

Mr. Osrrixer. I don’t remember. I think it was a De Soto; I don’t 
know. 

Mr. Curtis. What kind of a fur coat was it? 

Mr. Osrriker. I don’t know. 

Mr. Curtis. Do you know the approximate value of it? 

Mr. Osrriker. The value? I believe it was $1,750, if my recollec 
tion is correct. I think the check was endorsed by the furrier after 
it came back. 

Mr. Curtis. To what school did he send his son ¢ 

Mr. Osrriker. Peddie School. 

Mr. Curtis. Do you remember how much that loan was? 

Mr. Osrriker. $1,000. 

Mr. Curtis. For 1 year or one semester? 

Mr. Osrrixer. I didn’t ask him. I believe it was for a year. 

Mr. Curtis. And what was his salary? Did he ever tell you? 

Mr. Osrriker. No, but I was under the impression it was about 
$12,000. I don’t know where, but I got that impression. 

Mr. Curtis. That his salary was about $12,000? 

Mr. Osrrixer. Yes. 

Mr. Curtis. Counsel, what was Mr. Ash’s salary about that time ! 

Mr. DeWrnp. Mr. Ash’s salary was substantially less than that. 
His final salary was some $7,000 as revenue agent. In addition to that 
his wife was employed, and their combined salaries may have been in 
the neighborhood of $12,000. ‘i 

Mr. Osrrixer. I thought their income was that. 
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Mr. DeWtnp. I beg your pardon? 

Mr. Osrrixer. I thought their income was around $12,000. 

Mr. DeWinp. In each of these situations where Ash wanted to buy 
an automobile or a fur coat or pay some other bills, if he did not have 
the money, then, to pay those bills, how did you form the impression 
that he would have the money subsequently ? 

Mr. Osrrr«er. I knew he had the money, but it was tied up in two 
houses that he owned. 

Mr. DeWinp. You say Mr. Ash owned two houses? 

Mr. Osrrixer. Yes, sir; a place in Peekskill and a place in West- 
chester. 

Mr. DeWinp. You thought that by selling those houses he could 
repay you! 

Mr. Osrriker. He told me any time I needed it, he could sell one of 
them or he could sell stock he had, which was brought out here 
this morning. 

Mr. DeWinp. Did Mr. Ash ever tell you why he should be borrowing 
money from you when he had cash and bonds at his disposal? 

Mr. Osrrixer. The only thing he told me is I was his closest personal 
friend, and he would have to come to me if he needed it. 

Mr. DeWrnp. He told you he needed this money ¢ 

Mr. Osrrixer. Yes. 

Mr. DeWinp. His financial statements show that, for the period 
from 1945 through 1950, he had at no time less than $4,300 in United 
States bonds at cost, and at the end of the period it had risen to $10,000 
in United States bonds. 

Mr. Osrrixer. He never told me that. 

Mr. DeWinp. He showed cash during the period which ranged 
from a high of $3,800 to a low of $1,200 cash on hand. All of these 
times when he was borrowing money from you he seems to have been 
well supplied with cash and bonds. 

Mr. Ostrixer. Well, I wish I had known it then. 

Mr. DeWrnp. In fact, Mr. Ash has never suggested actually re- 
paying any of these amounts or making any arrangements to reduce 
the loans? 

Mr. Osrrrker. He did suggest that if I wanted it or needed it he 
would pay it, and I know he could pay it. 

Mr. DeWinp. You mean through the sale of a house? 

Mr. Osrrtker. Or he had some stock and they had some bonds. I 
knew he had that in small amounts; I didn’t know what they were 
worth. 

Mr. Byrnes. What if he died or something happened to him? You 
would have no evidence of indebtedness or anything else. 

Mr. Osrrixer. What’s that? 

Mr. Byrnes. If he died or something happened to him you would 
never get the money, would you ; 

Mr. Osrrixer. I might. I think his wife would pay it if she had 
It. 

Mr. Byrnes. You had no evidence of indebtedness that you could 
present against the estate. 

Mr. Osrrrker. I had the checks. 

Mr. Byrnes. That is not evidence of indebtedness. 

“ Osrriker. It was enough for me, that I gave it to him. 
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Mr. Byrnes. It may have been enough for you, but I am wondering 
whether it would be enough for somebody else. 

Mr. Osrrikxer. I wouldn’t sue him if he didn’t pay it. 

Mr. DeW inp. How often did Mr. Ash come to your home? 

Mr. Osrriker. We met at almost every basketball game, which was 
every NYU basketball game, which games he was mostly interested 
in. I had seats for 20 years for these games. 

Mr. DeWinv. How often did he come to your home? 

Mr. Osrrikxer. A hundred times. 

Mr. DeWinp. That was to your home, and not meeting him at 
basketball games ¢ 

Mr. Osrriker. In my home. 

Mr. DeWrinv. How many times had you been in his home? 

Mr. Osrriker. Well, he lives up in Westchester. I was there maybe 
a half dozen times. 

Mr. DeWinp. You said in your statement, if I understand the im- 
port of it, that you considered that it might be embarrassing for a 
revenue agent of the Government to have it known that he was in- 
debted to a taxpayer in the district in which he was employed. Is 
that what you intended? 

Mr. Osrriker. I said it might be embarrassing to him if anyone 
knew about the money he owed me in the accountants’ office. 

Mr. DeWinp. Because of his position ? 

Mr. Osrrixer. Because he was a Government employee. 

Mr. DeWinp. And you thought that there could be adverse impli- 
cations from a Government employee being indebted to a private 
individual or taxpayer in the area in which he was employed ? 

Mr. Osrriker. He might come in contact in some other case with 
somebody in that office, and it would be embarrassing. 

Mr. DeWinp. There would be an adverse implication to anybody 
who learned of it? 

Mr. Osrriker. Yes; I didn’t want anybody to know it. It would 
be embarrassing. 

Mr. DeWinp. Particularly this sort of a loan, never paid off and 
not represented by any note, and that did not bear interest and so 
forth. 

Mr. Ostriker. Wait a minute. Those loans, all of those loans on 
my personal statement, were prepared for my personal use. They 
were not sent to any banks for credit; they were not sent anywhere. 

Mr. DeWinp. None of the people on the rest of the list were officials, 
Government officials ? 

Mr. Ostrrker. No Government officials, no. 

Mr. DeWinp. And even if you had desired not to charge interest 
on the basis of friendship, it would have resolved the problem to some 
extent, would it not, if you had a note, a non-interest-bearing note, to 
evidence the indebtedness, and some arrangement for repayment ? 

Mr. Osrrixer. There was no notes with any of the people there. 
There were some friends there that were not nearly as good friends as 
Ash was. 

Mr. DeWrnp. I am directing your attention directly to this situa- 
tion of a Government official. 

Mr. Osrriker. Yes. 
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Mr. DeWinp. Where you recognize yourself that if known to any- 
body it becomes embarrassing. 

Mr. Osrrixer. I thought it would be wise not to put his name in 
that, those reports were retained, duplicates were retained at the 
accountants’ office. 

Mr. DeWrnp. Given that situation, would it not have been wise to 
have had a more businesslike relationship that could be shown upon 
any question being raised ? 

Mr. Osrrixer. | didn’t loan him any money that was on a business 
basis. It wasa personal loan like all the others there. Iam not inthe 
loan business, the banking business. 

Mr. DeWinp. I am not saying you were, I am simply saying that 
in a relationship of that kind with a Government official it would be 
wise, it seems to me, to have had a note, even if it were non-interest- 
bearing. 

Mr. Osrrixer. For what? 

Mr. DeWinpv. To evidence the fact that it was a loan. 

Mr. Osrrixer. I thought that was sufficient, the check, the check 
that I gave him. 

Mr. DeWinpv. The checks could represent any form of payment. 

Mr. Osrriker. You don’t suppose for a moment, after being in 
business for 40 years, if I wanted to pay off a revenue man I would 
pay him by check, would you? 

Mr. DeWinp. I don’t know. 

Mr. Osrriker. I don’t suppose I would. I wouldn't use that method 
of paying off a man. 

Mr. DeWrnp. I am not suggesting that you would. 

Mr. Byrnes. Do you think if a fellow does pay off by check that 
that is a presumption of evidence that it wasn’t a pay-off because he 
used a check and he should be smarter than that? Is that what vou 
are trying to convey? 

Mr. Osrrixer. No: I am trying to say that there are other ways 
of paying off a man than paying him off with checks that go through 
banks and that come into the hands of other people, if I were to resort 
to it. 

Mr. Byrnes. The fact that a check payment had been made does 
not, of itself, prove that it is not a pay-off of some kind, does it? 

Mr. Osrrixer. I think the checks prove the same as with everyone 
else, it isa loan done in the same way in the same fashion with friends, 
relatives, and anyone else. The only difference is that I didn’t list 
his name in my own personal thing because I didn’t want anybody to 
know about it. 

Mr. Byrnes. You got no other form of evidence that that is what 
it was from him? You did not get an I O U, or you did not get a 
receipt, or you did not mark on the checks, did you, that it was an 
advance of funds? 

Mr. Osrrrxer. Well, on the checks there is some marking that the 
one was to a furrier and one was to a school, and I think that would 
be sufficient evidence to remind him that,he owed it to me. 

Mr. Byrnes. I mean the check, itself, contains no statement to the 
effect that this is an advance of funds? 

Mr. Osrrixer. They were not business loans, I am sorry to say; 
they were personal loans in the fashion that you lend anybody that 
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you can afford to lend to, who was a close enough friend to warrant 
that kind of a loan, and they were made without any thought of pro- 
tecting it legally. 

Mr. DeWrnv. Mr. Giunta, the special agent in this case, testified 
to a transaction involving an exchange of cash for a check that Mr. 
Ash had with your brother. Do you have any explanation of the 
reason why your brother and Ash should enter into this transaction ¢ 

Mr. Osrrikxer. The first I knew of that was about 2 weeks ago when 
I spoke to my brother at my daughter’s in Florida, and he told me he 
had gone for that, and I never knew he did it. 

Mr. DeWinp. That, as a businessman, would appear to you as an 
unusual form of transaction, would it not ? 

Mr. Osrriker. I wouldn't have done it. And, by the way, he only 
did it, if he did it, because he was asked to do it by Ash. 

Mr. DeWrnpv. Had your brother informed you of this transaction, 
would it have concerned you that your whole relationship with Mr. Ash 
might prove embarrassing / 

Mr. Ostrixer. I might have stopped him if he had asked me. I am 
not his keeper. He might not have even asked me. If he had asked 
me I would have stopped him. 

Mr. DeWrnp. Had Mr. Ash asked you to do it, would you have 
refused ? 

Mr. Osrriker. What’s that ? 

Mr. DeWinp. Had Mr. Ash come to you and asked you to exchange 
cash for a check—— 

Mr. Osrrixer. No: I don’t think he would. 

Mr. DeEW1npb. You would not have done it ? 

Mr. Osrriker. I don’t think he would either. 

Mr. DeWinv. Who wouldn't ? 

Mr. Osrriker. Mr. Ash. 

Mr. DeWinp. Mr. Ash did request it of your brother. 

Mr. Osrriker. He wouldn’t come to me. I was one of the owners 
of the business. I was a responsible businessman. He wouldn’t ask 
me. 

Mr. DeWrnp. What is your brother’s occupation ? 

Mr. Osrriker. He was a salesman. He worked for me, he wasn’t 
a partner. 

Mr. DeWrnp. You think he would ask him when he wouldn’t ask 
you? 

Mr. Osrrixer. I wouldn't know that, but I know he wouldn’t ask me. 

Mr. DeWinp. That is all, Mr. Chairman. 

Mr. O’Brien. Mr. Kurvers? 

Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Kurvers. I do. 


TESTIMONY OF GEORGE J. KURVERS, SPECIAL AGENT, INTELLI- 
GENCE DIVISION, BUREAU OF INTERNAL REVENUE 


Mr. DeWrnv. What is your full name? 

Mr. Kurvers. George J. Kurvers. 

Mr. DeWrnp. You are a special agent with the Intelligence Division 
of the Bureau of Internal Revenue? 
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Mr. Kurvers. That is correct. 

Mr. DeWinp. You have been assigned to conduct for the Bureau a 
joint investigation with the King subcommittee? 

Mr. Kurvers. That is correct. 

Mr. DeWinp. In the course of that assignment, did you undertake 
a joint investigation of William Smiley ¢ 

Mr. Kurvers. Yes. 

Mr. DeWrnp. Who is Mr. Smiley ? 

Mr. Kurvers. Mr. Smiley was a deputy collector employed in the 
Fordham Branch, fourteenth collector’s district, Albany, N. Y. 

Mr. DeW rnp. He is assigned to duty in the Bronx? 

Mr. Kurvers. In the Bronx, Fordham Branch. 

Mr. DeWinpv. Working out of the Albany collector’s office ? 

Mr. Kurvers. That is correct. 

Mr. DeW inv. When did you begin your investigation of the Smiley 
case ¢ 

Mr. Kurvers. February 20, 1952. 

Mr. DeWinp. How old a man is Mr. Smiley ? 

Mr. Kurvers. Mr. Smiley is 59 years old. 

Mr. DeWinp. Can you tell the committee what the educational 
background of Mr. Smiley is? 

Mr. Kurvers. Mr. Smiley is a graduate of the LaSalle Extension 
School. He has completed courses in accounting. 

Mr. DeWinp. Does he have some accounting certificate from the 
LaSalle School ? 

Mr. Kurvers. Yes, he did receive a certificate from the LaSalle 
Accounting School. 

Mr. DeWinv. How long has he been employed as a deputy col- 
lector ? 

Mr. Kurvers. Mr. Smiley has been employed as a deputy collector 
since 1954. 

Mr. DeWinp. At the present time, I believe he is suspended; is that 
correct ¢ 

Mr. Kurvers. That is correct. 

Mr. DeWinp. With a letter of charges pending against him? 

Mr. Kurvers. That is correct. 

Mr. DeWinp. When was he suspended and served with the letter 
of charges ¢ 

Mr. Kurvers. He was served with the letter of charges on March 5, 
1952, and was suspended March 17, 1952. 

Mr. DeWtyp. From your investigation, Mr. Kurvers, can you say 
whether or not Mr. Smiley had ever been subject to an Intelligence Unit 
investigation before ? 

Mr. Kurvers. He was the subject of two investigators investigating 
during the year 1947. There were two anonymous complaints alleg- 
ing bribes which were received by the office and investigated, and he 
was cleared in both of those investigations. 

Mr. DeWtnp. He was cleared on both of those investigations ? 

Mr. Kurvers. That is right. 

Mr. DeWrnp. At that time was any analysis made of his financial 
affairs through a net worth statement or any expenditures statement ? 

Mr. Kurvers. There was none. 
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Mr. DeWinp. Just what was the nature of the investigation? Can 
vou briefly describe what matters were investigated on these bribery 
charges ¢ 

Mr. Kurvers. I believe the special agent questioned Mr. Smiley re- 
garding the bribes and also questioned the parties who were supposed 
to have given the bribes. They also went into one of the bribers’ 
accounts and tried to determine money coming from that particular 
party to Mr. Smiley, but they were not able to prove that Mr. Smiley 
did receive the money. 

Mr. DeWinp. Both parties to the investigation, the alleged briber 
and Smiley, denied that the matter had taken place, and they were 
unable to trace a payment specifically from the bank account of the 
alleged briber to Smiley: is that correct ? 

Mr. Kurvers. That is correct. 

Mr. DeWrnp. Was that all of the investigation that was made? 

Mr. Kurvers. Well, they checked the net worth as determined by 
Mr. Smiley when he had investigated the briber, and the agent did 
determine that the net worth as determined by Mr. Smiley was under- 
stated. 

Mr. DeWinp. Could you read the last part of that answer ¢ 

(The record was read by the reporter. ) 

Mr. Kurvers. Mr. Smiley had made an investigation on this par- 
ticular party. 

Mr. DeWrnp. They did determine that his investigation had resulted 
in an understatement of the taxpayer’s net worth ? 

Mr. Kurvers. That is correct. 

Mr. DeWrnp. At that point, the investigation was closed and 
Smiley was cleared; is that right? 

Mr. Kurvers. That is right. 

Mr. DeWrnp. You said that there were two anonymous complaints 
of bribes. 

Mr. Kurvers. That is correct. 

Mr. DeWrnp. They both came in the same year? 

Mr. Kurvers. 1947; that is right. 

Mr. DeWinp. Were they both investigated at the same time ? 

Mr. Kurvers. On or about the same time; yes. 

Mr. DeWinv. Were both transactions exactly the same in nature? 

Mr. Kurvers. Essentially so. 

Mr. DeWixp. When the investigators decided they had no case 
they could prove against Mr. Smiley, was the case closed, or was he 
kept under surveillance / 

Mr. Kurvers. The case was closed, as far as I know. 

Mr. DeWinp. No personnel agent was responsible for keeping track 
of Smiley’s activities from then on? 

Mr. Kurvers. No, sir. 

Mr. Byrnes. Did the personnel files show that anybody intervened 
in his behalf at the time he was under investigation ¢ 

Mr. Kurvers. No, sir. 

Mr. DeWinp. Can you say from your experience as a special agent, 
would that be typical of the type of personnel investigations that are 
conducted on these charge cases ¢ 

Mr. Kurvers. Well, I don’t know what the practice or procedure is 
in New York. I am from out of State, but ordinarily, speaking for 
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myself, I think probably I would check the party from a net-worth 
angle. Every man does his own investigation, and you can’t speak— 
mostly it appeared from reading the report that the special agent who 
made the investigation did a thorough job. 

Mr. DeW1np. He did a thorough job? 

Mr. Kurvers. Yes; except he didn’t check it from a net worth angle. 

Mr. DeWrnp. Has that been generally true, that the net worth type 
of investigation has not been followed ? 

Mr. Kurvers. I would say so; they do not check it from a net-worth 
angle. 

Mr. DeWinp. Is that a regular policy that is recognized in instruc- 
tions to personnel agents ? 

Mr. Kurvers. No; I would say not. I don’t think there is a policy. 
At least I haven’t seen any instructions on how we should conduct an 
investigation. 

Mr. DeWtinp. In the training for personnel work, they are not in- 
structed to make net worth financial investigations on charge cases? 

Mr. Kurvers. That is right. 

Mr. Byrnes. What happens after these investigators make an in- 
vestigation of this kind? What happens to their report! 

Mr. Kurvers. Well, the special agent submits his report and the 
report goes to the special agent in charge. 

Mr. Byrnes. To whom? 

Mr. Kurvers. The special agent in charge. 

Mr. Byrnes. What does he do? 

Mr. Kurvers. It is reviewed by the special agent in charge and then 
forwarded to the Intelligence Division in Washington, and I believe 
reviewed by the person who is in charge of the personnel investiga- 
tions. 

Mr. Curtis. When this is submitted through channels that way, are 
any recommendations made, or is it merely a factual report / 

Mr. Kurvers. Well, at that time, I believe the special agent did 
make a report or recommendation. At the present time they do not. 

Mr. Curtis. What was their recommendation at that time / 

Mr. Kurvers. Well, I will quote from the report : 

It is recommended that a copy of this report together with the exhibits be 
forwarded to the group leader, Eugene O’Brien, for such action as he deems 
advisable with respect to personnel features of this case. 

So the special agent did not make a recommendation. 

Mr. Curtis. Who is O’Brien? Is he the special agent in charge? 

Mr. Kurvers. He is a group leader, in the New York personnel 
office, I imagine. 

Mr. DreWInp. The special agent who did it recommended to the 
special agent in charge that the matter be referred to the group leader, 
Smiley’s group leader? 

Mr. Kurvers. No: I would say that it was recommended to Eugene 
O’Brien, who was the group leader in the Personnel Division of the 
Intelligence Division. 

Mr. DeWtnv. In New York City. 

Mr. Kurvers. And he would review the report and make a decision. 

Mr. DeWtnv. What was his decision ? 

Mr. Kurvers. I do not know. 

Mr. DeWinp. The file does not reveal what action O’Brien took? 
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Mr. Kvurvers. I didn’t look into that end of it. 

Mr. DeWrnp. You did not? 

Mr. Kurvers. No; I did not. 

Mr. DeWrnp. In any event, Mr. Smiley was an employee in good 
standing when you began your investigation ? 

Mr. Kurvers. Yes, sir. I would say that the facts as contained in 
the report were not of sufficient nature where a man could be dis- 
charged from the position he held. 

Mr. DeWinp. That is, some further investigative development would 
have been necessary, in your view, to justify disciplin: ry action against 
Smiley ¢ 

Mr. Kurvers. Well, they just didn’t have enough facts to discharge 
the man. 

Mr. DeWinvo. When you began your investigation, you had the 
5-year net worth statements prepared for the subcommittee, did you 
not ¢ 

Mr. Kurvers. That is correct. 

Mr. Byrnes. Could I ask this question about this prior examination: 
Was there enough in the report to put the Bureau on notice that this 
employee might “be e ngaging in questionable practices ? 

Mr. Kurvers. The vi were two anonymous letters, and there was an 
investigation made, but there was nothing in the report to indicate 
that he had received the bribes. 

Mr. Byrnes. They could not prove a criminal act ? 

Mr. Kurvers. That is right. 

Mr. Byrnes. But was there enough in there to give them a sus 
picion that possibly something was amiss in the handling of these 
cases, or in the conduct of this employee, and that therefore they should 
be on notice to that extent ? 

Mr. Kurvers. Well, I imagine that when the Bureau gets these 
letters that they do make an investigation and that the man is watched 
from . at me on. 

Mr. Byrnes. I am asking you to interpret that report they made. 
You have eet it, [have not. Ihave never seen it. 

Is there in that report enough to indicate that the Bureau should be 
on notice that this employee might be engaging in improper practices / 

Mr. Kurvers. As far as the report, no, because they didn’t cover 
any facts which would indicate that the man received the money, but 
there were two anonymous letters stating that he was receiving “A ‘ibes. 

Mr. Byrnes. Did it prove completely and positively that he did 
not accept bribes ? 

Mr. Kourvers. No, it did not prove conclusively that he did not 
accept bribes. 

Mr. Byrnes. That is what I am trying to get at, what the report 
did show, whether it shows the fellow was absolutely innocent and 
that the letters were unfounded, or whether it shows that there was 
not enough evidence on which to discharge the man because they could 
not prove it positively. 

Mr. Kurvers. Your latter statement, I think, would be correct, 
that there probably was something there but they just couldn’t find it. 

Mr. Byrnes. You determined that from the report ? 

Mr. Kourvers. That is right. 
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Mr. DeWrnp. Mr. Kurvers, that would generally be true, would it 
not, that, when there is an allegation made that two individuals ex- 
changed a cash payment with nobody else present, it will be a very 
rare case when you can prove that the bribe did in fact occur ? 

Mr. Kurvers. That is correct. 

Mr. DeWrnp. Without some other technique of examination that 
sort of investigation is foredoomed to failure in a good many cases, 
probably in most cases, is it not? 

Mr. Kurvers. Well, I would say that is correct. 

Mr. DeWinpb. Now, in the examination that you have made in your 
investigation based on the 5-year net worth investigations, did you 
lind that Mr. Smiley made any false statements ? 

Mr. Kurvers. Yes, I did. 

Mr. DeWinp. Could you list those in turn and describe briefly what 
he had made false statements concerning ? 

Mr. Kurvers. Mr. Smiley concealed a bank account on the financial 
statement in the amount of approximately $2,500 as of the end of ths 
year 1950. This account was opened during the year 1946 and was 
in the name of his wife, Adele, in trust for him. 

Mr. DeEWrnp. So at the time of the 1947 investigation Smiley in 
fact had a bank account held for him in his wife’s name which he 
failed to disclose ? 

Mr. Kurvers. That is correct. 

Mr. DeWinv. You do not know whether he was asked about that 
in 1947? 

Mr. Kurvers. I do not. 

Mr. DeWinp. That account was carried up until when, Mr. Kurvers ? 

Mr. Kurvers. Well, he still has the account, but the balance as of the 
end of the vear 1950 was approximately $2,500. 

Mr. DeWinv. What is the most that that account has ever had, the 
highest balance? 

Mr. Kurvers. Well, it appears that the account was increasing from 
1946 and is still increasing. 

Mr. DeWinp. Were the deposits in that account cash deposits? 

Mr. Kurvers. Well, I did not analyze each and every deposit, but 
I did check some, and they were cash deposits. 

Mr. DeWinp. All right. Now, Mr. Smiley, you say, did not in the 
net-worth statement reveal the existence of that bank account at all? 

Mr. Kurvers. That is right. 

Mr. DeWinp. What else did he give false information on? 

Mr. Kurvers. He gave false information concerning his jewelry. 
He lists jewelry in the amount of $500 as of the end of 1945. He 
increases it $1,000 during the year 1946, making a total of $1,500 which 
was carried through the remaining years. Mr. Smiley was questioned 
under oath by Mr. Donovan, of the King committee staff, and he asked 
Mr. Smiley just what this jewelry represented. 

Mr. Smiley said that, by and large, it was just odds and ends which 
his first wife had had, other than the diamond ring, which he pur- 
chased for his second wife in the amount of $1,000 during the year 
1946. 

Mr. DeWinxpv. What did you find is actually the situation concern- 
ing the jewelry ? 
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Mr. Kurvers. Well, in checking his fur and jewelry floater policy, 
it showed as of December 1950 that he had one diamond ring insured 
in the amount of $450; a Masonic ring in the amount of $250: one 
sport wi atch, $110; another wrist w: atch, $5; one platinum wedding 
ring, $400; one 14-carat money clip, $75; one pocket watch, $150; one 
dinner ring set, $500; one tie holder, $4175. 

Mr. Byrnes. What was that? 

Mr. Kurvers. One tie holder, $475. 

Mr. Byrnes. Tie holder? 

Mr. Kurvers. Yes, sir 

One choker, $150; one cocktail watch, $425; and the engagement 
ring, $1.500, making a total of $4,940 insurance on jewelry. 

Mr. DeWinpv. Were there other items of property that he failed to 
dise lose ¢ 

Mr. Kurvers. Well, in the statement there is a space for television 
sets. Howe ver, the insurance policy shows that he insures the tele 
vision set in the amount of $300. 

Mr. DeWinp. Did he disclose any television set on the financial 
statement ¢ 

Mr. Kurvers. He did not. 

Mr. DeWrnp. Excuse me, what else ? 

Mr. Kurvers. As to the furniture, Mr. Smiley showed as of the 
end of 1945 that he had $2,000 worth of furniture: that in 1946 it was 
increased S500, which totaled $2,500, and this figure was carried 
ay | the vears 1946 through 1950, inclusive. 

_DeW IND. What did you find to be the fact ? 

Mr. Kurvers. Well, Mr. Smiley, as I stated previously, was ques 
tioned by Mr. Donovan, and he was asked Just what the $500 increase 
in furniture during the vear 1946 represented, and he stated that it 
represented a living-room suite which he had purchased during the 
year 1946, 

Mr. DeWinp. Did you find during that period Mr. Smiley in fact 
had checks and invoices showing $4,200 worth of furniture purchases ? 

Mr. Kurvers. Mr. Smiley had checks and invoices and also, with 
the addition of information obtained by contacting furniture stores, 
it was determined that he had paid 83.700 for furniture during the 
years 1946 through 1950. 

Mr. DeWinp. In addition to the $500 he had disclosed ? 

Mr. Kurvers. No: the total additions were $3,700. He shows $500 
on the statement, which would make a difference of $3.200 as the cor 
rect amount. 

Mr. Di WINpb. I see. SO he understated the furniture purchases ? 

Mr. Kurvers. By $3.200 of cost. 

Mr. DeWinp. Has Smiley accounted for the expenditures he has 
made, or is there an unaccounted-for expenditure ¢ 

Mr. Kurvers. There is some unaccounted expenditures. 

Mr. DeWrnp. Can you describe what they are and the amount ? 

Mr. Kurvers. Did you want a total figure for the period, or by 
vears ¢ , 

Mr. DeWrnv. Let us take a total figure for the period. What are 
the total expenditures not explained by what he had on hand and the 
income he received ? 

Mr. Kurvers. That figure is approximately $11,000. 
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Mr. DeWtnp. That is, $11,000 worth are expenditures in excess of 
anything he can explain by income, by property, or cash on hand, or by 
gifts, or any other source? 

Mr. Kurvers. That is correct. 

Mr. DeWrnp. Now, as a result of the report that you made on this 
investigation, Smiley was suspended; is that correct ? 

Mr. Kurvers. That is correct. 

Mr. Byrnes. Have you covered all the discrepancies that showed up 
in his net-worth statement that he filed ? 

Mr. Kurvers. Have I for the record ? 

Mr. Byrnes. Yes; have you? 

Mr. Kurvers. Well, in addition to the omission of assets on the net- 
worth statement there was determined that he had spent more money 
than what he had stated for personal expenditures. 

Mr. Byrnes. Other than that you have covered all the discrep- 
ancies? 

Mr. Kurvers. Yes. 

Mr. DeWinp. What is Mr. Smiley’s health condition now, do you 
know ? 

Mr. Kurvers. From information I have received he has suffered 
from a heart condition and is now at home. 

Mr. DeWrnp. Have you had a report from his doctor? 

Mr. Kurvers. I do, yes. 

Mr. DeWrnpv. Now I gather that Mr. Smiley has become ill while 
the investigation was still under way? 

Mr. Kurvers. That is correct. 

Mr. DeWrnp. So you have not been able to complete questioning 
him or obtaining such explanations as he may have? 

Mr. Kurvers. That is correct. 

Mr. DeWrnp. Can you briefly summarize the state of his health as 
revealed by his doctor’s report ? 

Mr. Kurvers. Well, I have the letter. Do you want me to quote 
from the letter or just in general give a statement as to the condition? 

Mr. DeWrnp. Well, whichever you can do. How long is the doc- 
tor’s report? 

Mr. Kurvers. Three pages of what I call medical terms, which I 
am not too familiar with. 

Mr. DeWrnpv. Could you read the last, the concluding part of the 
letter? Perhaps the conclusion stated would be enough for the pres- 
ent. 

Mr. Kurvers (reading) : 

His prognosis is extremely grave, and I feel he may only live another 12-14 


months. 
It is urgent that he be made to retire and not be subjected to any more 


emotional or physical stress which might hasten his— 
I cannot read that last at all. 
Mr. DeWrnp. Would the word be “demise” ? 
Mr. Kurvers. “Demise” is correct. 
Mr. Currts. What is the name of the doctor? 
Mr. Kurvers. Leonard L. Heimoff. 
Mr. Curtts. His address? 
Mr. Kurvers. 760 Grand Concourse. 
Mr. DeWrnp. Is that H-e-i-m-o-f-f? 
Mr. Kurvers. That is correct. 
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Mr. Curtis. In addition to that you have talked to the doctor? 

Mr. Kurvers. I have not. 

Mr. DeWrnp. Is Smiley in the hospital or as far as you know at 
home ? ' 

Mr. Kurvers. As far as I know he is at home. I talked to his wife, 
and she informed me he was at home. | 

Mr. Byrnes. When did he first become ill to your knowledge? 

Mr. Kurvers. Mr. Smiley told me that he had a stroke either in the 
latter part of 1949 or early 1950. Do you mean the present, that has 
confined him to bed ? 

Mr. Byrnes. Yes. 

Mr. Kurvers. I would say that was subsequent to his receiving a 
letter of charges. In fact, he came down to the office and was given 
the letter of charges on March 5, 1952. 

Mr. Byrnes. You contacted him personally prior to that time? 

Mr. Kurvers. Yes; I believe I contacted him March 3; that was 
when I first talked to him. 

Mr. Byrnes. When was the examination under oath, do you recall ? 

Mr. Kurvers. March 4. 

Mr. DeWinp. That is correct; March 4, 1952. 

Mr. Byrnes. Did he complain of illness at that time? 

Mr. Kurvers. He said he was suffering from some nerve illness. 
While under questioning he appeared to have pain in his arm, and I 
noticed during the interrogation that he was rubbing his arm. 

Mr. Byrnes. By the way, what was Mr. Smiley’s salary ? 

Mr. Kurvers. At the present time he is a grade 9 with a salary of 
$5.810. 

Mr. Byrnes. What was it in 1945? 

Mr. Kurvers. $4,626.04. That is his total income: now, his salary 
from the Bureau was $3,561.04. 

Mr. Byrnes. What was his other income / 

Mr. Kurvers. He reported $65 interest from savings accounts. 

Mr. Byrnes. On that basis of salary he can go around wearing $450 
tie clips ¢ 

Mr. Kurvers. That is correct. I think that has 45 small diamonds 
in it. 

Mr. Curtis. In the light of what you have uncovered now in the 
way of property and bank accounts, is there anything that lends sup- 
port or might lend support to previous charges that were considered 
when the two anonymous letters were received / 

Mr. Kurvers. Well, during the year 1947 Mr. Smiley has un- 
uccounted-for income in the amount of approximately $3,000, accord- 
ing to my investigation. 

Mr. Byrnes. His total during the period though was $11,000? 

Mr. Kurvers. $11,294.14. 

Mr. Curtis. What do you mean by “unaccounted for” ? 

Mr. Kurvers. By “unaccounted-for income” I mean we take the 
yerson’s net-worth increase during the period, add to it his personal 
ieee expenses, then we deduct from that items such as gifts or capi- 
tal-gains adjustments; in other words, nontaxable income, and also 
subtract the income that he has reported for income-tax purposes, and 
the difference is “unaccounted-for income.” 
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Mr. Curris. And he has had an opportunity to account for that 
income ¢ 

Mr. Kurvers. He has not. I have not contacted him since I talked 
to his wife, and she told me he was under doctor’s orders, and the 
doctor advised that he should not be questioned. 

Mr. Byrnes. But he did not account for it in this net-worth state- 
ment which was filed not so long ago, and that could have contained 
an explanation if he so desired, could it not ¢ 

Mr. Kurvers. Well, yes. The net-worth statement as filed by him 
did agree with the income as reported by him. 

Mr. Byrnes. Yes. 

Mr. Kurvers. Yes, sir. 

Mr. Byrnes. Did you at any time make an effort to verify the 
value, for instance, of the jewelry and other items that you men- 
tioned here? 

Mr. Kurvers. We did in that we talked to the jeweler who appraised 
most of his jewelry. 

Mr. Byrnes. That is appraised for insurance purposes ? 

Mr. Kurvers. Insurance purposes. 

Mr. Byrnes. Did he verify the fact that the amount set forth in 
the poley was a fair value? 

Mr. Kurvers. No: he said that the values were inflated. 

Mr. Byrnes. Inflated / 

Mr. Kurvers. Yes. 

Mr. Byrnes. By very much / 

Mr. Kurvers. Well, he would not commit himself as to the amount 
of inflation. He said that it is the custom when you make an ap- 
praisal for insurance purposes to overvalue the article. This jeweler, 
however, is. | think. a personal friend of Mr. Smiley’s. 

Mr. Byrnes. I see. But you have not had a chance to have that 
verified, for instance, by an impartial person ¢ 

Mr. Kurvers. No; I have not. 

Mr. Byrnes. Have you seen any of the items ? 

Mr. Kurvers. I have not, other than the Masonic pin and the Ma- 
sonic ring, which he was wearing at the time of the interview. 

Mr. Uyrnes. I know it is quite common for people in these days 
to give inflated value. 

Mr. Kurvers. Yes. He also mentioned when he was questioned, 
he was asked by Mr. Donovan whether he had any watches, and he 
was not wearing any and did not have any on his person. He said, 
“I don’t think so.” He made that statement under oath. It de 
velops that he has, I believe, four or five watches. 

Mr. Curtis. Men’s watches / 

Mr. Kurvers. No; there isa lady’s cocktail watch. 

Mr. Curtis. Some of them are men’s watches ? 

Mr. Kurvers. Yes; he has a Hamilton pocket watch. 

Mr. O'Briex. That is all. The meeting will be resumed tomorrow 
morning at 10:30. 

( Whereupon, at 4 p. m., the committee recessed to reconvene at 
10: 30a. m., Thursday, March 20, 1952.) 
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THURSDAY, MARCH 20, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or THE COMMITTEE ON Ways AND Mrans, 
Washington, D.C. 
The subcommittee met at 10:30 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, New 
House Office Building. Hon. Cecil R. King (chairman of the subcom 
mittee), presiding. 
Pre sent: Repre sentatives Kir or | presiding), ( Brien. Keogh, Kean. 
Curtis, and Byrnes. 
Present al o: Adria W. DeW ind. ¢ hief ounse] tothe subcommittee: 
and Charles 8. Lyon, assistant counsel. 
Mr. O’Brren (presiding). Come to order. 
Dr. Curry. 
Do you solemnly swear the testimony vou are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you God ¢ 
Dr. Curry. I do. 


TESTIMONY OF JOHN JAMES CURRY, M. D., WASHINGTON, D. C. 


Mr. DeWinv. Dr. Curry, what is your full name / 

Dr. Curry. John James Curry. 

Mr. DeWrnp. As a doctor, do you specialize in any particular field 
of medicine ? 

Dr. Curry. I am a specialist in internal medicine. 

Mr. DeWrnp. Your practice is in Washington / 

Dr. Curry. Yes, sir. 

Mr. DeWrnp. What is your office address / 

Dr. Curry. 4545 Nebraska Avenue NW. 

Mr. DeWrnp. With what hospitals in Washington are you asso 
ciated, Dr. Curry ¢ 

Dr. Curry. With Georgetown University Hospital, Gallinger Me- 
morial Hospital, Doctor’s Hospital, Arlington County Hospital. 
Suburban Hospital, the Washington Sanatorium, and consultant at 
the United States National Naval Medical Center, and Walter Reed 
General Hospital. 

Mr. DeWrnp. Is Henry W. Grunewald a patient of yours? 

Dr. Curry. He is. 

Mr. DeWrnp. How long has he been a patient of yours / 

Dr. Curry. Approximately 4 or 5 months. 

Mr. DeWinp. Is your name spelled C-u-r-r-y ? 

Dr. Curry. That is correct. 
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Mr. DeWinp. When you say 4 or 5 months, did Mr. Grunewald be- 
come your patient at or about the time of his being admitted to the 
Georgetown U niversity Hospital last fall? 

Dr. Curry. That is the first time I saw Mr. Grunewald. 

Mr. DeWinp. Dr. Curry, Mr. Grunewald was subpenaed to appear 
before this subcommittee this morning. I understand from his counsel 
that Mr. Grunewald will not appear this morning. 

Is Mr. Grunewald now under your care ¢ 

Dr. Curry. Yes, sir. 

Mr. DeWrnp. Could you please tell the committee Mr. Grunewald’s 
condition of health ? 

Dr. Curry. I saw Mr. Grunewald approximately last Thursday, 
at which time he had just returned from New York. I found that he 
was in congestive heart failure at the time, and electrocardiogram 
taken a day or two later revealed this heart failure is due to coronary 
thrombosis. 

Mr. DeWrnp. Where is Mr. Grunewald at the present time? He 
is not in the hospital, is he? 

Dr. Curry. At his apartment, the Westchester. 

Mr. DeW inp. Is he confined to his bed? 

Dr. Curry. Yes. 

Mr. DeW inp. What instructions have you given in that regard ‘ 

Dr. Curry. Mr. Grunewald is to remain almost entirely in bed, 
except for priv 7 to go to the bathroom. 

Mr. DeWinp. Can you make any prediction as to the course of his 
pn illness with respect. to the time he may be unable to testify 
before this committee ? 

Dr. Curry. The usual course of such an illness requires from 4 to 6 
weeks of almost complete bed rest, a further period of 2 to 3 weeks 
of confinement to the home, and in general no return to business is 
allowed for 3 to 4 months following the acute episode. 

Mr. DeWrinp. What is the minimum period that Mr. Grunewald 
would be confined to his bed / 

Dr. Curry. Yio 3 or 4+ weeks. 

Mr. DeWrnp. Can you state that with reasonable definiteness ¢ 

Dr. Curry. Yes, sir. 

Mr. DeWinp. If there is no reoccurrence of this heart attack, what 
would be the maximum period of confinement in bed, in your estima- 
tion ¢ 

Dr. Curry. If there is no recurrence or no complication, generally 
t weeks confinement to bed. 

Mr. DeWrnp. Is this a type of case in which you have had previous 
experience, Dr. Curry? 

Dr. Curry. Yes, sir. 

Mr. DeWrnp. Do you handle a good many heart disease cases / 

Dr. Curry. Yes, sir. 

-Mr. DeWtnpv. You are not, however, particularly a specialist in 
heart conditions ? 

Dr. Curry. I am qualified to practice the specialty of cardiology. 

Mr. Byrnes. What does that mean ? 

Dr. Curry. It means that I have met the requirements which the 
American Board of Internal Medicine has set up through their sub- 
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committee on cardiology to practice that specialty. 

Mr. Byrnes. The heart? 

Dr. Curry. Yes, sir. 

Mr. DeWinp. When Mr. Grunewald first came to you as a patient, 
it was not in connection with a heart condition; is that right ¢ 

Dr. Curry. At that time he had conditions present which would 
very well lead to heart failure and to this type of disease and, in 
fact, that is the reason that I did not allow him to testify the first 
time that I saw him. 

Mr. DeWinp. I believe at that time the diagnosis was diverticulitis ? 

Dr. Curry. No, sir; that was only one of the diagnoses. 

Mr. DeWtinp. Was there any heart involvement at that time / 

Dr. Curry. There was no heart involvement at that time that we 
could detect. 

Mr. DeWinp. You took electrocardiagrams ? 

Dr. Curry. We did. 

Mr. DeWinv. They were normal? 

Dr. Curry. They were within the normal limits. 

Mr. DeEWinv. How many patients suffering from coronary throm- 
bosis or similar related conditions would you say you have at the 
present time? 

Dr. Curry. Under active treatment? 

Mr. DeWrnp. Yes. 

Dr. Curry. I think that would be difficult to say, because I have a 
great many patients who have hypertension and who have cardiac dis- 
eases. In those patients some degree of coronary thrombosis is present. 

As to how many acutely ill patients I have, I have none at the present 
time, except Mr. Grunewald. 

Mr. DeWinxv. How many would you say you had in the past year? 
Could you estimate that? 

Dr. Curry. Well, because I have been a full-time teacher of medicine 
at Georgetown University Hospital, I’ve had in my care a great many 
such patients who are not actually my private patients. If you in- 
clude the total number of patients that I have seen and cared for in the 
past year, I would say perhaps 25 or 50. 

Mr. DeWinp. Dr. Curry, if this committee should desire to have a 
specialist of the United States Public Health Service, or any other 
specialist selected by the committee, examine Mr. Grunewald, can that 
be easily arranged ? 

Dr. Curry. I would be very happy to make such an arrangement, 
and to give them my records so that they may see what we have found. 

Mr. DeWrnp. If the committee should decide to do that, the doctor 
selected can get in touch with you and arrange the next examination ? 

Dr. Curry. Yes. 

And may I make a suggestion about that point ? 

When Mr. Grunewald was in the hospital you had Dr. Terry of the 
United States Public Health Service see him. He had an opportunity 
to examine him and to look at the electrocardiograms and X-rays at 
that time. I think that in view of that experience with him that he 
would be the logical person to see him now. 

Mr. DeWrxp. Whoever it may be that will be selected by the commit- 
tee, however, can get in touch with you and arrange a convenient 
examination ? 

Dr. Curry. Yes, sit 
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Mr. DeWinp. Is there anything in Mr. Grunewald’s condition now 
which would in any way prevent an early examination by a specialist 
selected by the committee ¢ 

Dr. Curry. No, sir. 

Mr. Curtis. What are the symptoms of coronary thrombosis ¢ 

Dr. Curry. Well, they vary from no symptoms at all to acute sub 
sternal pain in the chest. 

Mr. Curtis. It is a disease that can vary as to degree of severeness ? 

Dr. Curry. That is quite right. 

Mr. Curtis. How can it be detected, by cardiogram ¢ 

Dr Curry. No, sir; by physical examination, by the history of the 
patient and by the electrocardiogram. 

In some instances the electrocardiogram may be normal. 

Mr. Curtis. May be normal ¢ 

Dr. Curry. Yes, sir. 

Mr. Kean. Mr. Chairman? 

Chairman Kine. Mr. Kean. 

Mr. Kean. Please do not think any questioning in this regard 
in any way isa mark against your professional integrity. 

Dr. Curry. Naturally I wouldn't. 

Mr. Kean. You can see why I am suspicious about this situation. 

Dr. Curry. [am sorry you are so suspicious. 

Mr. Kean. The reason is, you may remember—but you were not Mr. 
Grunewald’s physician—that when Mr. Grunewald was called upon, 
if I remember correctly, to appear before the Senate a year or two 
ago, Mr. Grunewald suddenly became ill. I think the illness was 


somet hing else then. 


When he was subpenaed to appear before this committee, he again 


became ill. 

Now he has been subpenaed to come before the grand jury and also 
this committee again, and he becomes ill again. 

1 note in your diagnosis you state that he won't be able to go about 
lis affairs for some 4 months. It is a known fact that Congress has 
a target for adjourning of about 344 months from now. 

So you can see why we have legitimate grounds for suspicion about 
your patient, and why we want to make absolutely sure that the 
condition which you represent is absolutely true. 

Dr. Curry. Well, if you will recall, Mr. Grunewald was in the 
hospital, and of course, that was my first experience with him; I did 
not see him prior to that time, but my diagnosis and my opinion that 
he should not come down to testify was concurred in by your own 
physicians. 

So I think that ought to remove any suspicion in your mind, 

Mr. Kean. Who was Mr. Grunewald’s physician before you took 
over ¢ 

Dr. Curry. Iam uncertain about that point. 

Mr. Kean. You don’t know ¢ 

Dr. Curry. I am not certain. 

Chairman Kine. You have only been his physician for 4 months? 

Dr. Curry. Approximately that time. 

Mr. DeWinp. Dr. Curry, are you not familiar with the entire med- 
ical history of Mr. Gruenwald ¢ 

Dr. Curry. Yes, sir; I am. 
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Mr. DeWrnp. From that medical history, can you not state defi- 
nitely who his doctor was before you took over ? 

Dr. Curry. I can say who took care of him for diverticulitis. 

Mr. DeWinp. Referring to 1950? 

Dr. Curry. Approximately that time. 

Mr. DeWrnp. I think that was what Mr. Kean was referring to. 

Dr. Curry. Dr. Robert Coffey 

Mr. DeWrnp. C-o-f-f-e-y ? 

Dr. Curry. That is correct. 

Mr. DeWrnp. Can you tell the committee, is Dr. Coffey a specialist 
or a general practitioner / 

Dr. Curry. Yes. He is a professor of surgery at Georgetown Uni- 
versity Hospital. 

Mr. Kean. Can you tell me why Mr. Grunewald gave up Dr. Cof 
fey and decided to have you ¢ 

Dr. Curry. I don’t believe that he did give up Dr. Coffey. Dr. 
Coffey is a surgeon. I am a medical doctor. He now has a medical 
disease. 

Mr. Kean. He isa surgeon ? 

Dr. Curry. Yes, sit 

Mr. Kean. When you took over Mr. Grunewald you were given 
his previous records by another doctor ? 

Dr. Curry. The records were in the hospital, and I obtained them 
from the record book. 

Mr. Keawn. So, the only records that you got were the hospital 
records with this doctor you have just referred to? 

Dr. Curry. Yes, sir. 

Mr. Kean. You did not get records from a physician who might 
have made an examination over a period of years? 

Dr. Curry. No, sir. 

Mr. DeWinp. I have no further questions. 

Chairman Krne. You may be excused, Doctor. Thank you. The 
committee appreciates the information you have given. 

Mr. Maloney, please. 


STATEMENT OF WILLIAM P. MALONEY, COUNSEL TO 
MR. GRUNEWALD 


Mr. Maroney. May I say to this committee, if there are going to be 
some pictures taken, I would be pleased to have them taken before I 
testify, because I find that these flash bulbs going off in my face make it 
very difficult for me to see the committee. 

Mr. DeWrnp. Mr. Maloney, you are still Mr. Grunewald’s counsel ; 
is that correct ? 

Mr. Mavoney. I am. 

Mr. DeWrnp. I simply wanted to ask you whether as his counsel you 
are in a position to assure this ¢ ommittee that there will be no difficulty 
in arranging, if the committee so desires, to have a medical examin- 
ation of your client, Mr. Grunewald ? 

Mr. Mavoney. As far as I am concerned there certainly will be no 
difficulty. 

Mr. DeWinp. Have you discussed with Mr. Grunewald the matter 
of having a Public Health specialist or other doctor selected by the 


committee make an examination ? 
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Mr. Matoney. I don’t believe I have, but I am sure if Dr. Curry 
says it will not affect his health adversely there will be no difficulty 
in arranging such an examination. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. You may be excused. 

Mr. Stearns, please. 

Will you be sworn ? 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Srearns. I do. 


TESTIMONY OF JOSEPH STEARNS, WASHINGTON, D. C. 


Mr. DeWinp. Mr. Stearns, what is your full name, please, sir ¢ 

Mr. STeARNs. Joseph Stearns. 

Mr. DeWrnp. What is your profession, Mr. Stearns ¢ 

Mr. Stearns. | am an accountant. 

Mr. DeWinp. Are youa certified public accountant ¢ 

Mr. Stearns. Yes, sir. 

Mr. DeWinp. Certified in the District of Columbia / 

Mr. Srearns. Yes, sir. 

Mr. DeWinp. How long have you practiced as a certified public 
accountant ¢ 

Mr. Stearns. About 11 or 12 years, maybe 10 years. 

Mr. DeWinp. Is Mr. Henry W. Grunewald a client of yours ? 

Mr. Srearns. Yes, sir. 

Mr. DeWrxv. What has your professional representation of Mr. 
Grunewald covered? What sort of accounting services have you 
rendered to Mr. Grunewald ¢ 

Mr. Srearns. Only tax work. 

Mr. DeWinp. Just what has he retained you to do? 

Mr. Stearns. To keep his tax returns. 

Mr. DeWinp. Do you make any other financial statements for him? 

Mr. Stearns. Occasionally. 

Mr. DeWrnp. Your principal duty has been to prepare his tax 
returns ¢ 

Mr. Stearns. That is right. 

Mr. DeWinp. For how many years back have you been in charge of 
preparing his returns? 

Mr. Srearns. I would say professionally about 10 or 11 years, and 
before I did them as a personal favor for him. 

Mr. Byrnes. Could you speak up, please ? 

Mr. Srearns. About 10 years preliaatandiiy, and about 5 or 6 years 
before that as a personal favor when I was employed by the Bureau 
of Internal Revenue, because I have known him for about 30 years. 

Mr. DeWinp. Prior to the time you began to practice as a certified 
public accountant you prepared his returns simply as a personal favor 
to Mr. Grunewald ? 

Mr. Stearns. That is right. 

Mr. DeWrnp. Since you took up your practice you have done it on 
a professional retainer basis ? 

Mr. Srearns. Yes, sir. 
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Mr. Barnes. Did you say before you began practicing as a c. p. a. 
you were with the Internal Revenue / 

Mr. Stearns. That is right. 

Mr. Byrnes. Here in Washington ? 

Mr. Stearns. That is right. 

Mr. Byrnes. In what capacity ? 

Mr. Stearns. In the collector’s office. 

Mr. Byrnes. What was your position ? 

Mr. Stearns. I would say zone deputy. 

Mr. Byrnes. It was during that period that you made out Mr. 
Grunewald’s returns / 

Mr. Srearns. As a favor. 

Mr. Byrnes. You had been a personal friend of his ¢ 

Mr. Srearns. For about 30 years. 

Mr. Byrnes. Even before you went with the Bureau ¢ 

Mr. Stearns. Yes, sir. 

Mr. Byrnes. Or with the collector’s office ¢ 

Mr. Srearns. That is right. 

Mr. Byrnes. You never had any official connection with Mr. Grune- 
wald or his tax affairs while you were a deputy collector ¢ 

Mr. Stearns. No, sir. 

Mr. Byrnes. Did you ever accept any compensation for the prepara- 
tion of the returns ? 

Mr. Srearns. No, sir; not at that time. 

Mr. Byrnes. It was a personal favor / 

Mr. Stearns. That is right. 

Mr. DeWrnp. Could I get you to tell the committee, Mr. Stearns, 
the process that you followed in preparing Mr. Grunewald’s tax re- 
turns from year to year? 

Mr. Srearns. He would turn over to me all of his bank records, 
which included duplicate deposit tickets, canceled checks, bank state- 
ments, and any other items. 

Mr. DeWrnp. Were those the only records that Mr. Grunewald 
maintained, so far as you know ¢ 

Mr. Srearns. Let me see. There would be the bank statements and 
the receipted statements. 

Mr. Curtis. Speak louder, please. 

Mr. Stearns. He would turn over to me his bank records. They 
would be the bank statements, the canceled checks, and duplicate-de- 
posit tickets. 

He would also attempt to identify each deposit. I asked him to, 
anyway. 

Mr. DeWrnp. How did this process go along? Would it be during 
the year month by month? 

Mr. Srearns. He would give them to me monthly. I would look at 
them and stick them in the file so at the end of the year I would make 
up my own summary. 

Mr. DeWrnp. As he mailed you these bank statements would items 
be identified from particular sources or constituting income or not 
income or anything like that? 

Mr. Srearns. Any checks would, any checks that were shown on 
the deposit tickets would he identified. 

Mr. DeW rnp. Let me understand you. 
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He would identify certain checks as being fees or taxable income ‘ 

Mr. Srearns. It could be borrowed money, a mortgage or a policy 
loan, an insurance loan. 

Mr. DeWrnp. In general did he identify all of the items on the 
bank statement, or did he just identify some? 

Mr. Stearns. Only the checks. Once in a while a cash item might 
be identified. 

Mr. DeWrnp. Were there large amounts of cash deposits not iden- 
tified ? 

Mr. Srearns. Yes, sir. 

Mr. DeWrnp. Did that come along almost every month, or just 
occasionally ? 

Mr. Srearns. Almost every month. 

Mr. DeWrnv. Would the amounts of the cash deposits vary sub- 
stantially from month to month ? 

Mr. Srearns. No. 

Mr. DeWrnp. There was a steady flow of cash deposits that varied 
very little? 

Mr. Srearns. Yes, sir. 

Mr. DeWrnp. At the end of the year you would have these bank 
statements for the most part identified occasionally in regard to a 
cash item and substantial amounts of cash deposits unidentified ? 

Mr. Srearns. That is right. 

Mr. DeWtnp. Then how did you go about preparing the return 
from those papers # 

Mr. Srearns. I prepared my summary from these bank records first. 
Then I would sit down with him and would ask him to enumerate any 


expenditure he made, including living expenses by cash. He would 
tell me. 

Then I would ask him, “How much money do you have in your 
possession, and also how much in your safe-deposit box?” 

That would give me a fairly good idea of what his earnings might 
be for the year. 

Then I would ask him to tell me what he earned — the vear. 


He would give me a figure. Usually it was in excess of my work 
sheets and what they showed. I would take the difference between 
my work sheets and what he told me in his own mind he had earned 
and would round them out to the nearest multiple of a thousand 
dollars. 

Mr. DeWrnp. I did not get that last statement. 

Mr. Srearns. When he gave me his own figures, I would compare 
them with my work papers, and any difference we would round out 
to the nearest snitiele of a thousand dollars and include that in his 
return as a taxable income. That would be added to the other items. 

Mr. DeWtnp. You had these identified items that you showed in 
your summaries. You had a lot of unidentified bank deposits which 
you would discuss with him item by item ? 

Mr. Srearns. That is right. 

Mr. DeWinp. You would then query him about his safe deposit 
boxes and other places where he might have cash ? 

Mr. Srearns. That is right. 
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Mr. DeWinp. After everything was brought to his attention, he 
would give you a figure to be added to the identified items as taxable 
income ? 

Mr. Stearns. No. Wait a minute. When I had my figures deter- 
mined, then I would ask him, “Now, what in your mind were your total 
earnings for the year?’ 

Then I would add that difference to my figures. 

Supposing that if he showed $100,000 as income, he would say “I 
think I made $125,000 during the year, or $124,000.” 

I would add $1,000 to it and round it out and include that in his re- 
turn as taxable items. 

Mr. DeWrnp. Did you not show Mr. Grunewald your worksheets 
and summaries ? 

Mr. Stearns. No, sir; not until he gave me the final figure in his 
own mind. 

Mr. DeWinpv. He would give you his mental notion of his taxable 
income and then you would show him the picture ¢ 

Mr. Srearns. That is right. 

Mr. DeWinp. Then what occurred ? 

Mr. Srearns. Then I prepared the return from those figures and 
we came to an agreement. 

Mr. DeW inp. Did you make adjustments at that time in any of the 
figures after you showed him your worksheets ? 

Mr. Srearns. No, sil 

Mr. DeWrnp. In other words, it was a figure that Mr. Grunewald 
would give you and you found always, or generally, that figure ex- 
ceeded what you could identify ? 

Mr. Srearns. That is right. 

Mr. DeWinp. You would then show him what you had been able 
to establish and that was it? 

Mr. Stearns. That is right. 

Mr. DeWinp. You took his figure, rounded it out to nearest thou 
sand dollars upwards and showed that ? 

Mr. Srearns. Just to play safe; that is right. 

Mr. Byrnes. As I understand this, you would always take his fig- 
ure that he gave you as the gross income ¢ 

Mr. Srearns. ‘After I established my own figures first. 

Mr. Byrnes. Then his was always higher 

Mr. Srearns. That is right. 

Mr. Byrnes. You always took his figure? 

Mr. Srearns. That is right. 

Mr. Byrnes. Fundamentally, your figures were never realized ex- 
cept to somewhat verify that at least his figure was not too low 4 

Mr. Srearns. That is right. 

* Mr. Byrnes. Then it was his figure rounded to the nearest thousand 
dollars that was used to represent his gross income ? 

Mr. Stearns. That is right. I tried to reconcile his figures with my 
own figures. I can’t recall that his figures were ever lower than my 
figures. 

Mr. Curtis. I want to ask you a question or two, not about what 
went on Mr. Grunewald’s tax return, but in reference to the figures you 
had worked with. 
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You said that the bank deposits, some of them, would be in deposits 
of cash and some of them would be checks. Could you tell us, roughly, 
would half of his deposits be-in cash, or three-fourths of them ? 

Mr. Srearns. In some years I would say 75 percent, and in some 
years 50 percent, and some years 90 percent. 

Mr. Curtis. All the way from 50 to 90 percent of his deposits would 
be in cash ¢ 

Mr. Srearns. That is right. 

Mr. Curtis. In those years he would also reveal to you that he had 
spent certain cash that did not go through any bank ? 

Mr. Srearns. That is right. 

Mr. Curtis. In addition to that, he would report to you that he had 
put certain cash in safety deposit boxes / 

Mr. Srearns. No, the balance at the end of the year, just a balance 
in the box and in his pocket at the end of the year. 

Mr. Curtis. Those items in the safety deposit box were cash and not 
checks ¢ 

Mr. Srearns. That is right. 

Mr. Curtis. Did he ever report to you that he received income in 
checks that he did not deposit ‘ 

Mr. Srearns. Not that I recall. He may have occasionally re- 
ceived some item, but he would always let me know about that. 

Mr. Curtis. In setting this down on your worksheets, did you find 
it necessary to classify a portion of his income as undetermined ¢ 

Mr. Stearns. Yes, sir. 

Mr. Curtis. As tothe undetermined source, would that be about half 
of his income, or a fourth of it, or three-fourths? What is your guess 
on that / 

Mr. Stearns. For the years 1949 and 1950, I would say it was about 
Yo percent. 

Mr. Curtis. About 95 percent of his income was from undisclosed 
sources ¢ 

Mr. Stearns. That is right. 

Mr. DeWtnp. Could we take 1 year and see how this process 
worked ¢ 

I have here photostatic copies of deposit slips in the Munsey Trust 
Co. in the name of Henry W. Grunewald. Could I give you these 
and ask you to run through these and show which are check deposits 
and which are cash deposits, and, as to the cash, which can be identified 
and which cannot ? 

You might sit down and start that. 

Mr. Stearns. Here is an item, January 3, $1,000 cash, unidentified. 

Here is an item of $3,000, Pennsylvania Exchange Bank, uniden- 
tified. 

Mr. DeWinp. That is a check. What is the date of that deposit ? 

Mr. Srearns. That was January 4, 1950. 

Mr. DeWrnp. Is the source of that money established otherwise 
than that it is a check on the Pennsylvania Exchange Bank? 

Mr. Srearns. I would have to examine my worksheets to find out 
where that came from. 

Mr. DeWrnp. That is a check and you can generally identify those? 

Mr. Srearns. That is right. 

Here is a deposit January 13, 1950, $5,000, unidentified. 
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Mr. Kean. That is cash? 

Mr. Srearns. That is right. 

Here is January 17, 1950, a cash deposit of $16,750. 

Mr. Kean. In cash? 

Mr. Srearns. That is right. That is unidentified. I recall the rea- 
son for that was he gave me a check to the collector of internal revenue. 

Mr. DeWrnp. That was a cash deposit to cover an expected outlay 
to the collector ? 

Mr. Srearns. That is right. 

Mr. DeWinp. But the source of the cash is unidentified ? 

Mr. Srearns. That is right. 

January 30, cash deposit of a thousand dollars, unidentified. 

February 3, 1950, there was a check on the Riggs National Bank for 
$149.65. He thought somebody had repaid a loan to him. I recall 
that. So that was not income, but repayment of a loan. 

On February 3, here is a cash deposit of $5,000 unidentified. 

Mr. Kean. $5,000 cash ? 

Mr. Srearns. That is right. 

On February 14, $5,000 cash unidentified, cash deposit. 

Mr. Kean. February 14, cash ¢ 

Mr. Srearns. That is right. 

Mr. Curtis. What year? 

Mr. Srearns. All of these are 1950. 

Mr. Curtis. Do the deposit slips show reference to either one or 
both of those $5,000 cash deposits as to what kind of currency was 


used ¢ 
Mr. Stearns. No. It just says five tens, et cetera. 
Mr. Curtis. From your knowledge as an accountant and a former 


official of the Bureau of Internal Revenue, tell the committee, for our 
information, in what instances banks make a report on cash trans- 
actions / 

Mr. Stearns. I think during the war years they were required to 
report to the Federal Reserve Bank these cash transactions, but I am 
not certain whether they do it now. 

Mr. Curtis. What category of cash transactions? Certainly not 
small transactions / 

Mr. Srearns. No. I would say any unusual cash deposits as made 
by any individual. 

Mr. Curtis. Bills over a certain denomination ? 

Mr. Stearns. No. I think it is total cash deposits, the same way 
with brokers. They were required to report any cash payments made 
to them of an unusual amount. 

So I am not sure about just what the denomination were required. 

Here is one on March 10, 1950. It is a check for $1,585. My hand- 
writing is on here, but I can’t make it out. I will tell you the truth. 
It isa Pan-American check. I have a copy of it here, but my hand- 
writing is not good. 

Mr. DeWrnp. That is a check, then, from Pan-American Airways? 

Mr. Stearns. That is right, “for services rendered” I see written in 
Mr. Grunewald’s own handwriting. 

Mr. DeWrnp. That identifies it as an item of taxable income? 

Mr. Srearns. That is right, and we reported it as such. 
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March 16—here is a check for $9,745.20, which I wrote on here “Loan 
mortgage” to identify it. 

Mr. DeWrnp. That identifies it ? 

Mr. Srearns. He borrowed some money on real estate. It may 
have been insurance. I don’t know. 

Mr. DeWinp. That is the proceeds of the loan? 

Mr. Srearns. That is right. 

April 25 there was a $600 item in cash unidentified. 

May 5 there was a $500 item unidentified. That is cash. 

On May 12, 1950, there was a check for $4,063.53, which is listed 
from the Marsh’‘estate. That was an inheritance. That is how we 
identified it. 

Chairman Kine. What estate? 

Mr. Srearns. Henry W. Marsh. 

Here is a letter which is attached from an attorney at law from 
Barstow, Fla., identifying the particular check. 

On June 1, 1950, a cash item of $300. It says “Commission to 
C. Burke from G. Dahl.” I recall this. Mr. Grunewald told me 
he had this item which was to pay Mr. Burke. He wrote a check. 
[ said, “Will you deposit the check and give him your own personal 
check and then we will have a record of it ¢” 

What the purpose was, I don’t know. 

We have a cash item dated June 9, 1950, $1,000, unidentified. 

On June 14 there is a cash item, $1.250, unidentified, but it was to 
pay an income-tax installment on the estimated 1951 tax. 

On June 22 there was a cash item of $500, unidentified. 

On June 27, $3,500 cash item, unidentified. 

On July 6, a $300 check, Dahl's check, for Burke, which was a check 
Mr. Grunewald received, and which was deposited in his account. 
Then he in turn made a check to Burke for $500. 

On July 21, 1950, $1,000 cash with a notation “Exchange check.’ 
The rest of it is blurred. I donot know with whom the exchange was. 

On August 28 there was a $2,500 cash item for Federal income 
taxes, unidentified. 

September 12, $1,000. That is a cash item unidentified. 

This one here is written in my handwriting. I think he gave me 
the cash to deposit for him. I don’t know why. 

Mr. Kean. How much cash was that / 

Mr. Srearns. $1,000. 

Mr. Kean. What kind of bills was that in, if you remember? 

Mr. Srearns. I have forgotten now. What happened was this: 
On September 15 he issued a check to the collector of internal revenue. 
He gave me this $1,000 to deposit. 

September 15, 1950, another cash item for $1,250. That was un- 
identified. 

September 25, here is a $500 deposit in re Democratic National 
Committee. 

Chairman Kine. What committee ? 

Mr. Srearns. The Democratic National Committee, September 5, 
1950. 

Mr. Curtis. Are those deposits or checks? 

_ Mr. Srearns. It was a check deposited and he issued a check against 
it. 


* 
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Mr. Curris. What do you mean by that ¢ 

Mr. Srearns. He put $500 in the bank and marked it in re Demo- 
cratic National Committee, and issued his own personal check to the 
committee as a contribution. 

Mr. Kean. He put cash in the bank and—— 

Mr. Srearns. And then issued a check. I asked him years ago to 
pay all of his disbursements by check so his account would show it, 
und he would get the money and put it in the bank. 

Chairman Kine. You were more or less advising him to do that 
acting in some proper fashion in your profession, dealing with Mr. 
Grunewald, were you not? If he did not do such things, you would 
have been obliged to depend on his memory in more things than you 
have had to depend upon his memory for ? 

Mr. Stearns. That is right. 

Here is a deposit October 2, 1950, a cash item, $5,980, unidentified. 

On October 15, a cash item of $4,600 unidentified. 

Here is a cash item October 26, $1,500. It was used to pay some- 
thing. He must have paid out some real-estate taxes in Florida. He 
used this money to cover up his check. It is $1,500. 

November 3, a $500 check. That is a cash item, unidentified. 

November 13, a cash item of $2,500, unidentified, but deposited for 
taxes. 

December 1 there was a $700 cash item unidentified. 

December 18, a $400 item, unidentified, and which he has marked 
“for charities.” 

December 27, $200 cash payment, unidentified. 

Mr. Kean. I gather from what you said Mr. Grunewald kept only 
a moderate bank account, but that whenever he had any substantial 
amounts to pay out, that he would produce cash from some unex- 
plained source and put that cash in the bank to cover the check that 
he was about to draw? 

Mr. Srearns. I think you will find this: That he must have had the 
cash in the safe-deposit box. The bank records will show an entry 
into the box and the simultaneous deposit with the bank. 

Mr. Kean. It will show the same date he put the money in he made 
a visit to the safe-deposit box ? 

Mr. Stearns. I think so. 

Mr. Curtis. Do you have access to his safety-deposit box ? 

Mr. Srearns. Not access, but once in a while he would let me go 
into the box and examine the contents with him. In connection with 
that, whenever a revenue agent came to examine his tax returns, as 
soon as they would communicate with me or with him, we had an 
understanding he would not go near the box until the agent had an 
opportunity to examine the box with him and count the contents. 

Mr. DeWinp. Did I understand you to say you did have access? 

Mr. Srearns. No; but once in a while I would count the cash in the 
box with him to satisfy myself that we were accounting for every 
thing. 

Mr. DeWinp. The reason I asked that, Mr. Stearns, is this: On the 
so-called key index card to the safe-deposit box, on which is stamped 
the dates of all the visits, that is written on the front of that card as 
an item which appears after the date January 8, 1949, but it is on the 





2910 INTERNAL REVENUE INVESTIGATION 


next line down therefrom and there is no particular date attached to it: 
“Henry Grunewald or Joe Stearns to have access.” 

Are you familiar with that at all? 

Mr. Srearns. That is a corporation, not his personal account. 

Mr. DeWinpv. That is a different box ¢ 

Mr. Srearns. That is right. That was a corporation that I think 
he formed. 

Mr. DeWinv. This box No. 1788, key No, 493? 

Mr. Stearns. That must have been the Henry Co., Inc. 

Mr. DeWinp. The box starts out May 10, 1947, Henry Grunewald, 
and then a line is drawn through that. Then the date appears June 1, 
1948, Edward A. Martin and then January 6, 1949, C. A. 

Mr. Srearns. That was his own box. That was in the name of 
the Henry Co., Inc. It was to look at the records only. 

Mr. DeWinpv. January 8, 1949, appears the entry, “The Henry Co.” 

Mr. Srearns. That is what it is. 

Mr. DeWinp. Then below: “Henry Grunewald or Joe Stearns to 
have access.” 

Then October 4, 1951, “Surrender,” 

Mr. Srearns. That is right. 

I doubt if I was over there more than once or twice all the time 
that I had that right to examine the contents of the box. 

Mr. Kean. As I understand it, at that time he had two boxes / 

Mr. Srearns. It was in the name of the corporation. 

Mr. Kean. He had two boxes / 

Mr. Srearns. That is right. 

Mr. Kean. They were in his name 

Mr. Srearns. No. One was in his name, and one in the name of 
Henry Co., Inc. 

Mr. Kean. Was the box in the name of the corporation / A good 
many people sometimes will keep a box in their own name and give 
access to more than one person when it actually belongs to perhaps the 
corporation, on account of the difficulties that might be concerned 
in passing resolutions and various things to give people access to the 
box. Was that the case / 

Mr. DeWrtnpb. That appears to be the case. The box was always 
entered in the name of either Henry Grunewald or Henry Grunewald 
und somebody else on many occasions, including you, and only for a 
short period does it appear to have been in the name of the Henry Co. 

Mr. Srearns. I only had access to it when it was in the name of 
the Henry Co., not his personal box. 

Mr. DeWinp. Here are the cards that were issued on it. There is 
one card dated May 2, 1947. That just bears the name Henry Grune- 
wald, box 1788, key No. 493. 

Then there is a card of June 1, 1948, which changes it to Henry 
Grunewald or Edward A. Martin, with the same box and key number. 

The signature card has both the signatures. 

Then there is an appointment-of-a-deputy card also dated June 1, 
148, in favor of Edward A. Martin. 

Then there is a card dated January 6, 1948, which reads “Henry 
Grunewald or Joe Stearns,” and that bears his signature and yours, 


apparently. 
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Then on January 10, 1949, the Henry Co. was the name put on the 
box. That is 4 days after the first entry that has your name on it? 

Mr. Srearns. That is right. That was never his personal box, 
you understand. This merely contained the corporate records | 
wanted to see once in awhile. That is why I had access. 

Mr. DeWrnp. So, as far as the other box he maintained, was that 
also at the Munsey Trust Co. / 

Mr. Srearns. Yes, sir. 

Mr. DeWtnp. As to that box, you went with him, but you never 
had access to it voursel f ¢ 

Mr. Srearns. That is right. 

Mr. Byrnes. Do you know whether he had any other boxes in any 
other banks / 

Mr. Srearns. Not that I know of. 

Mr. Byrnes. Do you know whether he kept any large amounts of 
cash at home / 

Mr. Srearns. No: that is something I don't know. I couldn't 
answer that. 

Mr. Byrnes. Not that you know of ¢ 

Mr. Srrarns. I don't know of any. He never told me about it, 
anyway, if he did. 

Mr. Byrnes. Did it appear from your examination of his books 
and records and various other accounts and his final figure that he 
gave you at the end of the year as to his income that he must have 
Leen keeping fairly large amounts of cash on hand from which he 
Was paying other expenses, et cetera ¢ 

That is, that never cleared through the checking account ¢ 

Mr. Srearns. We discussed the matter of expenditures made by 
cash. He had a pretty good idea of what they were. He would dis 
cuss that with me. 

Mr. LYRNEs. What I mean is: Was there a lot of cash that he 
handled that never showed up in the bank accounts ¢ 

Mr. Srearns. I would say when we examined the box together. 
about $20,000 or $25,000 was in the box. I recall one instance when 
a revenue agent was checking the returns for 1945 to 1948. He went 
over to the box. He had not been in the box for about 2 weeks. The 
three of us counted the cash. We got through and there was about 
Sv 1 000, 

Then he pulled out of his pocket $4,500 more and said, “Add this 
to it. I did not have a chance to put this in the box.” 

Mr. Byrnes. 84.500 additional cash ? 

Mr. Srearns. ‘That is right, in his own pocket, which the agent 
copied down in his report. 

Mr. Byrnes. What kind of bills was that cash in at that time? 

Mr. Srearns. I just don't recall. I don’t remember. 

Mr. Byrnes. You counted it 4 

Mr. STEARNS. We counted it. 

Mr. BYRNES. Was it in large bills or a wood share of it in tens and 
twenties / 

Mr. Stearns. Fifties, one hundreds, twenties, all denominations. 
can't say for certain. I don't recall at this time what they were. 

I didn’t notice them. 
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Mr. Byrnes. Did your examination reveal that, in addition to this 
money which was in the safety deposit box which you occasionally 
counted, and the deposits made to the bank, there were other large 
amounts of cash that never got into either place ? 

Mr. Srearns. I didn’t know of any. I used to ask him about that 
and he said, “It is in the safety deposit box.” 

Mr. Byrnes. What about these other expense items he used to say 
he paid for in cash ¢ 

Mr. Srearns. He would go to the box and withdraw the cash and 
then pay out. He would pay them that way. 

Mr. Byrnes. That is the way that was handled ? 

Mr. Srearns. Yes, sir. 

Mr. Byrnes. Everything was paid out of the cash taken out of the 
box, but as far as you know was there cash taken out of a safe in his 
home or some other place / 

Mr. Stearns. From my talk with him it was always from the safety 
deposit box. 

Mr. Byrnes. Then your examination seemed to confirm what he told 
you was true, that these other expenses were paid out of cash in the 
safety box rather than cash from someplace else ? 

Mr. Srearns. I tried to confirm the size of his income more than 
anything else. I always tried to verify the amount of his income to 
make certain it was on the return. That was my chief concern. 

Mr. Byrnes. Do I understand what you were trying to do was to 
make sure that for every cash transaction there was a record of it 
on his return ¢ 

Mr. Srearns. That is right. 

Mr. Byrnes. That does not mean there might not have been other 
transactions where there was not any record? 

Mr. Srearns. I would not know about them, but I did ask him about 
them. 

Mr. DeWrnp. Mr. Stearns, as I see it from the process you are de- 
scribing here, when you got all through you would have some work 
sheets that would show checks received from identified sources ¢ 

Mr. Srearns. That is right. 

Mr. DeWrnp. Then you will have a lot of cash which has been 
designated by Mr. Grunewald as taxable income 4 

Mr. Srearns. That is right. 

Mr. Di WIND. Whether that is complete or incomplete, you don’t 
know. You have done your best; is that it? 

Mr. Srearns. | tried to. 

Mr. DeWrtnp. You have given him all of the information that he 
has shown you in the form of bank statements and any other transac- 
tion identified ¢ 

Mr. Srearns. That is right. 

Mr. DeWrnpb. You have shown what that added up to, and you have 
taken his estimate or figure as to what his taxable income ought to 
be / 

Mr. Srearns. Wait a minute now. Before I showed him any fig- 
ures | would ask him to tell me what he had in mind his earnings were 
for the year. Then I would show him the whole picture. 

Mr. DeWinp. When he is trying to reach this decision in his mind 
after you come to see him, does he consult records or papers, or does 
he do it by memory ¢ 
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Mr. Srearns. I have them with me and we go over them item by 
item, as a rule. 

Mr. DeWrnp. This is before he gives his figure you have been 
through the bank deposits; is that right? 

Mr. Srearns. That is right. 

Mr. DeWinp. That is mostly what you have? 

Mr. Srearns. That is right, bank records. 

Mr. DeWrnp. Checks drawn on his account and deposits made? 

Mr. Stearns. That is right. 

Mr. DeWrnpv. You have been through that and he gives you a 
figure ? : 

Mr. Srearns. He would also give me his expenditures first, and 
the amount in the safety deposit box; and also on his person. That 
would give me a fairly good idea of what the total income is. 

Mr. DeWrinp. You have assembled all of that information and he 
identifies income and you have identified his expenses as deductible 
and nondeductible; is that right? 

Mr. Stearns. That is right. 

Mr. DeWrnp. From there how does the return look? You have 
some identified fees, such as this Pan-American fee that you have 
referred to. How do you set it up? 

Mr. Stearns. Brokerage fees and commissions also. We just give 
it a name to get it on the return. 

Mr. DeWrnp. You have identified items? 

lor example, on the return for this year, how would you do that? 

Mr. Srearns. For 1951? 

Mr. DeWinp. 1950. You have mentioned Pan-American. Would 
that appear on the return? 

Mr. Srearns. Yes. It would show this as a separate item. The 
return would show Pan-American so much money, then miscellan- 
eous fees and commissions so much. 

Mr. DeWinp. Miscellaneous fees and commissions? 

Mr. Srrearns. Brokerage fees and commissions. 

Mr. DeWrnp. You would throw the balance he said was income into 
that item / 

Mr. Srearns. That is right. 

Mr. Kean. What percentage of the income was listed in that 
manner ¢ 

Mr. Srearns. I would say in 1950 almost 100 percent. 

Mr. DeWrnp. Of the income listed as miscellaneous? 

Mr. Srrarns. No; I would say brokerage fees and commissions. 

Mr. DeWinb. With no identification at all? 

Mr. Srearns. That was all I knew about it. 

Mr. DeWrnp. Can you identify the approximate amounts for the 
year 1950? 

Mr. Srearns. I think I can. 

Mr. DeWrnp. Of the identified and unidentified income? 

Mr. Stearns. In 1950 he had $117,081.51 unidentified receipts. 

For 1949 it was $116,193. 

Mr. DeWrnpv. What was the identified income for those 2 years? 

Mr. Stearns. For 1950 I think the identified was $1,580 from Pan 
American, and for 1949 I think there was a fee of $25,000. There was 
$10,000, I think it was called a Shmerer fee, less $2,500 paid to an 
associate. 


91550—52 pt ——-17 
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Mr. DeWrnp. A Shmerer fee? 

Mr. Stearns. A Shmerer fee. That was a $10,000 item. 

Mr. DeWinp. How do you spell that ? 

Mr. Stearns. I think it is S-h-m-e-r-e-r. 

Mr. DeWrnb. Do you know what that matter was? 

Mr. Stearns. No, sir. I know that was the way Mr. Grunewald 
explained it to me. 

Mr. DeWrnp. He has identified it as a taxable fee and put the name 
“Shmerer” on it? 

Mr. Srearns. That is right. 

Mr. Byrnes. Did you identify it in the return as “Shmerer”? 

Mr. Srearns. That is right. The return shows “Shmerer fee, 
$10,000, less $2,500 paid to an associate.” 

We carried $7,500 with the other cash items and this fee of $25,000. 

Mr. DeWrnp. Did you regularly ask Mr. Grunewald as to the source 
of this income that you were showing on the returns as brokerage fees 
and commissions and miscellaneous ? 

Mr. Srearns. Yes; I used to ask him that. 

Mr. DeWinp. Did you ask him that regularly every year ¢ 

Mr. Srearns. Yes, sir. 

Mr. DeWinp. What information did Mr. Grunewald give you ? 

Mr. Stearns. He said it could be horse racing, it could be betting 
on some special event, or it could be any number of a dozen items, 
maybe poker winnings. 

Mr. DeWrnp. All identified as gambling winnings? 

Mr. Kean. $117,000 he said was gambling, is that right? 

Mr. Stearns. That is right, principally horses. 

Mr. DeWinp. Then for 1949, the almost similar figure you gave; 
that, too, was gambling winnings? 

Mr. Srearns. Yes, sir. 

Mr. Byrnes. In other words, from that report his entire gross in- 
come is from gambling ? 

Mr. Srearns. Pretty near. For 1949 he has $35,000 income besides 
$116,000, . 

Mr. Byrnes. You said 1 year it was 100 percent of unidentified in- 
come, and he identifies them to you as gambling winnings? 

Mr. Srearns. That is right. 

My purpose was to get them on the return. What he called them, 
that isa horse of another color. 

Mr. Byrnes. Did you ever catch a year where he had some gambling 
losses ? 

Mr. Stearns. No, sir; not in the last 15 or 16 years. 

Mr. Byrnes. Placing them on the return in the way you did was 
not in accordance with the instructions? Gambling winnings should 
have been recorded as gambling winnings ? 

Mr. Srearns. If you list them as wagering or gambling, that implies 
that he might have an establishment some place, and he never had that. 

Mr. Kean. Are you sure? 

Mr. Srearns. I am certain. When the agents examined the re- 
turns, he would tell them it was from gambling. 

Mr. Kean. He would tell the agent ? 

Mr. Stearns. Yes; when they examined the returns. 

Mr. Kean. The agent never asked him to specify / 
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Mr. Srearns. I think they did. 

Mr. Kean. Was his account examined regularly by agents? 

Mr. Srearns. His accounts were examined through 1948. In con- 
nection with that, in 1943 and 1944 his returns were examined. There 
is a refund to him. We overstated his salary checks from the late 
Henry W. Marsh. He had five checks in the bank, and I think it was 
$1,500 apiece. He couldn't explain them. He did explain they rep- 
resented salary from Marsh. 

One seemed to be an overlapping deposit from the previous year. 

So, when the agent submitted his record, this was pointed out to 
him, and he proposed an overassessment, but it looked like the Bureau 
sat on that report for about 2 years. We lost the overassessment. 

Mr. Byrnes. What year was that ? 

Mr. Stearns. 1943 and 1944. 

Mr. Byrnes. You said that his returns were examined through 
1948 ¢ 

Mr. Srearns. That is right. 

Mr. Byrnes. When was that examination made ? 

Mr. Stearns. I think about October 1949, 

Chairman Kine. The committee will now recess until 1:45 today. 

(Whereupon, at 12:20, the committee recessed, to reconvene at 
1:45 p. m., same day.) 


AFTERNOON SESSION 
Chairman Kine. Mr. Stearns, will you resume the stand, please. 
TESTIMONY OF JOSEPH STEARNS, WASHINGTON, D. C.—Resumed 


Mr. DeWinp. I think, Mr. Stearns, that you were just completing 
an answer to a question that had been put to you by a member of the 
committee. Do you remember what you were just talking about at 
the recess ¢ 

Mr. Stearns. No. I thought I had finished. 

Mr. Byrnes. I think the last question I asked him was when they 
made the last examination of Mr. Grunewald’s income-tax return 
that is, covering that period of 1948—and I think your answer was, in 
October 1949. 

Mr. Srearns. That is about right; yes, sir. 

Mr. DeWrnp. Mr. Stearns, I have here a photostatic copy of two 
work sheets which have been noted at the top, “J. Stearns work 
papers,” and it says “Henry W. Grunewald, 1950 income tax.” Could 
I show you this copy, Mr. Stearns? Is that a copy of the work sheet 
you prepared in connection with the 1950 income tax ? 

Mr. Stearns. That is correct. 

Mr. DeWinp. The only copy of it. Why don’t you take it, and I 
will ask you some questions about it. 

On that work sheet, Mr. Stearns, you have noted bank deposits; 
is that correct ? 

Mr. Stearns. That is right; total deposits. 

Mr. DeWinpv. Total deposits. In going over those items, it seems 
to me that there were some items there that were not covered in the 
deposit slips that you went over before. Could you start and run 
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through from the top of that and just explain to the committee how 
you set up those work sheets ? 

Mr. Stearns. Who has the deposit tickets, Mr. DeWind ? 

Mr. DeWrnp. Off the record. 

(Off the record.) 

Mr. DeWrnp. On the record. 

What is the first entry at the top of the 1950 work sheet ? 

Mr. Stearns. The first entry. On January 3, I have under the 
column “total deposits” $1,000, and it is carried out into the cash 
column, $1,000. 

Mr. DeWrnp. I see. So you show the deposit and then identify it 
as cash or check ? 

Mr. Stearns. That is right. 

Mr. DeWinp. The first column shows the deposits, the second col- 
umn shows cash, and the third column shows the checks; is that right? 

Mr. Srearns. That is right. 

Mr. DeWixv. Working down through there, can you just identify 
each of those ? 

Mr. Stearns. Yes. January 4 there is a deposit of $3,000, which 
was a check from Mr. William P. Maloney. 

Mr. DeWinp. What is the date of that check? 

Mr. Stearns. A deposit for January 4, for $3,000. 

Mr. DeWrnp. That is identified on your work sheet as a check 
from Mr. Maloney. 

Mr. Srearns. That is right; that was returned by the bank—no 
funds. 

Mr. DeWinp. So that check was returned by the bank, no funds, 
and then it was marked off as not a receipt. 

Mr. Stearns. That is right. 

Mr. DeWtnp. Do you know what that matter involved, that par- 
ticular check ? 

Mr. Stearns. Yes. It was the return of a loan. It was supposed 
to have been money which Mr. Maloney had borrowed from Mr. 
Grunewald. 

Mr. DeWinp. That particular transaction washed out? 

Mr. Stearns. I am not sure about that. It may have been a note 
that Mr. Grunewald may have endorsed for Mr. Maloney. 

Mr. DeWrnp. All right, go ahead. 

Mr. Stearns. On January 13, there is a $5,000 cash item. 

Mr. Kean. Will you explain that check again. 

Mr. Srearns. The check of Mr. Maloney ¢ 

Mr. Kean. The check of Mr. Maloney, yes. 

Mr. Srearns. On January 4 there was a deposit of $3,000 on the 
Pennsylvania Exchange Bank, and that was the check of Mr. William 
P. Maloney. 

Mr. Kean. Deposited by Mr. Grunewald? 

Mr. Srearns. That is right. That was returned by the bank—no 
funds. 

Mr. Kean. No funds or insufficient funds? 

Mr. Srearns. I have it marked down here “returned, no funds.” 

Mr. Kean. That was a bank notation, “no funds”? 
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Mr. Srearns. I think so. This is my notation on the stub here, on 
my work sheet, “no funds.” There might have been insufficient funds, 
but I just put “no funds” there. 

Mr. Kean. If a man draws a check on a bank where he has a bank 
account, and if it is for more money than he has, it is returned marked 
“Insufficient funds.” It would be sort of unusual for anybody to draw 
a check on a bank that didn’t handle his particular account. 

Mr. Stearns. This might have been no such funds. I just marked 
down “returned, no funds,” on the work sheet for my own information. 

Mr. DeWinp. How were you informed that that was a purported 
repayment of a loan? 

Mr. Srearns. I think Mr. Grunewald endorsed a note for him, and 
Mr. Grunewald may have paid the note off. I am just a bit hazy on 
that. It may have been an outright loan that he had made, return- 
ing it. 

Mr. DeWinp. Who told you that? 

Mr. Stearns. I saw a slip of paper some place in the file. It should 
be in the jacket, form 50 jacket. 

Mr. DeWinp. That was another note given to you by Mr. Grune- 
wald ? 

Mr. Srearns. It might have been a notice from the bank, notice 
due, and it may be Mr. Maloney paid it with this check and maybe 
did not. 

Mr. DeWinp. Let’s come back to that later. Anyway, you have 
identified that as the repayment of a loan, except that the check 
bounced. 

Mr. Srearns. That is right. 

On January 15, a deposit of $5,000 cash. 

January 17 we have a deposit of $16,750 cash. That was to pay 
the installment of January 15 income tax due on 1949, final estimate 
for that year. That was an actual deposit. 

On January 30 there was a $1,000 deposit in cash. 

February 3 there was a deposit in the Riggs Bank of a check for 
$149.65. 

On February 3 there was a deposit of $5,000 cash. The deposit has 
a notation “Spring Lake house.” 

On February 14 there was a deposit of $5,000 cash marked “Spring 
Lake house.” 

Mr. DeWinp. Do you know what “Spring Lake house” means ¢ 

Mr. Srearns. That was to pay for the construction of the house, 
I dare say. 

Mr. DeWinp. The house had been built in 1950? 

Mr. Srearns. That is right. 

On March 10 there was a check deposited, $1,580, which is to Pan 
American. 

On March 16 there was a deposit, a check, $9,745.20, which was a 
loan, I understand. He gave a mortgage on one of those properties. 

April 25 there was a cash deposit of $600. 

May 5 there was a cash deposit of $500. 

Mr. DeWrnp. What was that one? 

Mr. Srearns. It is unidentified, cash $500. 

On May 12 there was a deposit of a check, $4,063.50. 

Mr. DeWrnp. On one of your other work sheets here there is an 
indication of a deposit slip in between there. Do you have that one? 
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Mr. Srearns. $10,000, and it is marked “Brewster check.” That 
was what I got from Mr. Grunewald when I made the entry. He gave 
me later on the name Brewster, that is all. 

Mr. Kean. What is that? 

Mr. Stearns. May 9 there was a deposit of $1,000 on my work sheet, 
but I don’t have the duplicate deposit ticket for it. 

Mr. O’Brien. Deposit by whom ? 

Mr. Srearns. Brewster check, that is all; a check marked 
“Brewster.” 

Mr. DeWrnp. I think there is a deposit slip there for that. 

Mr. Srearns. Here it is; yes. May 9%, a check for $10,000, and I 
have written on there “Br,” Brewster. 

Mr. DeWrnp. Is that in your handwriting? 

Mr. Srearns. That is my handwriting; yes, sir. 

Mr. DeWrinv. What is that item? Do you have an entry for it? 

Mr. Stearns. He just told me it was the Brewster check, with no 
explanation. 

Mr. O’Brien. Who is that Brewster; do you know ? 

Mr. Srearns. You will have to ask Mr. Grunewald. He just said 
the Brewster check. I marked down there “Br.” 

Mr. DeWtnp. You have no copy of the check that was covered by 
that item? 

Mr. Srearns. Dol have a copy of the check? 

Mr. DeW rnp. That is what I am asking. I assume not. 

Mr. Stearns. That would be in the form 50 jacket which Mr. Davis 
has, if I do have it. 

Mr. DeWrnp. This would be, presumably, not Mr. Grunewald’s 
check but a Brewster check. 

Mr. Srearns. It is a check for $1,000, and I have put down in the 
corner “Br” for Brewster. 

Mr. DeWinp. You do not have a copy of that check before you? 

Mr. Srearns. No, sir. That was one item I had marked off for 
discussion with Mr. Grunewald when I went over the papers with him. 

Mr. DeWinp. Did you discuss it with him? 

Mr. Srearns. Yes; because he told me Brewster, and I put “Br” on 
it and that was all. 

Mr. DeWinp. What did he say about the item? 

Mr. Srearns. He said it was not a taxable item; it was just an 
( xchange of checks. 

Mr. DeWinp. He told you it was an exchange of checks? 

Mr. Srearns. That is night. 

Mr. DeWrnp. And nontaxable? 

Mr. Srearns. That is right. 

Mr. DeWtnp. What did he mean by “exchange of checks”? 

Mr. Stearns. He might have given his check for this check or some- 
thing like that. He might have put out $10,000 and gotten a check 
back for it. 

Mr. DeWrnp. Do any of the checks in the Grunewald bank account 
show a repayment of this sum? 

Mr. Srearns. I think it does. I think my work papers show it 
there; it may. 

Mr. DeWinpv. What is the date of the check? 

Mr. Srearns. The deposit was May 9. 
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Mr. DeWinp. Yes; but I mean you say there is evidence that there 
was an exchange. 

Mr. Srearns. No; I am just guessing at that. I would have to look 
at my work papers first to recollect that. 

Mr. DeWinp. Here is a photostatic copy of work sheets that were 
prepared by meer of the Bureau of Internal Revenue listing 
all of the checks drawn on the Grunewald bank account in the year 
1950. Would that serve to help you you identify the exchange—the 
Brewster exchange ¢ 

Mr. Stearns. This is a copy of my work sheet. 

Mr. DeWinp. That is a copy of your work sheet ? 

Mr. Srearns. That is right. 

Mr. DeWinp. That is in your handwriting? 

Mr. Srearns. No; it is not my handwriting. 

Mr. DeWrnp. This photostat I just handed you, then, is a copy, 
in the handwriting of an internal-revenue agent, of your work sheets 
that were originally prepared by you? 

Mr. Srearns. I think it was. Except for the remarks on the side— 
except for the remarks. 

Mr. Kean. What year is this? 

Mr. DeWrnp. 1950. 

Mr. Kean. This is one of the later examinations / 

Mr. DeWrnp. Yes. 

I guess you know the question I have in mind. Can you find on 
there the identification of the exchange item by which the $10,000 was 
returned to Brewster / 

Mr. SrearNns. It may have been a cash transaction for all I know. 
I just don’t recall the facts now. 

Mr. DeWrnp. Do you find any check there ? 

Mr. Srearns. No, sir. 

Mr. DeWrnp. A check around October 19? Let’s see if there is 
any evidence there of a check. 

Mr. Srearns. There is a check October 19 for $2,500. 

Mr. O’Brien. Louder. 

Mr. Srearns. There is a check which is dated October 19 for $2,500, 
made out to Owen Brewster, and the agents remarked here “Endorsed 
to Dorothy Brewster, New York Trust Co.,” I think. That is what 
it looks like. ‘That is for $2,500. 

Mr. DeWinp. Mr. Stearns, there is here a photostatic copy of a 
canceled check dated October 19, 1950, drawn to the order of Owen 
Brewster in the sum of $2,500, and signed Henry Grunewald. The 
check is unnumbered. It is drawn on the Munse »y Trust Co., Wash- 
ington, D. C. Could I get you to look at this check and see if you 
can identify whether or not this is Mr. Grunewald’s signature on the 
check ? 

Mr. Srearns. That is his signature. 

Mr. DeWrnp. Is that part of this so-called exchange item ? 

Mr. Srearns. Yes, sir. 

Mr. DeWrnp. That only accounts for $2,500 out of the $10,000. 

Mr. Srearns. I will have to see my own work papers. Of course, 
thisistheagent’s papers. I don’t have my papers. 
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Mr. DeWrnp. Mr. Chairman, may this photostatic copy of this 
check be made part of the record at this point ? 

Chairman Kine. If there is no objection, that is so ordered. 

(The document referred to is as follows :) 
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Mr. DeWrnp. Mr. Stearns, do you have your work papers for 1950? 

Mr. Stearns. No, sir. 

Mr. DeWrnp. Where are the work papers for 1950? 

Mr. Stearns. They were turned over to one of Mr. Grunewald’s 
attorneys. William E. Davis. I will give you the exact date, De- 
cember 7 or 8. 

Mr. DeWinpv. That is December 7 or 8 of 1951? 

Mr. Srearns. That is right. 

Mr. DeWrnp. Mr. William E. Davis asked—— 

Mr. Stearns. That is right; he asked for the file. It was right 
after the agents returned the file to me. 

Mr. DeWrnp. Prior to December 7, I gather from what you have 
said here, the internal revenue agents must have examined those work 
papers. 

Mr. Srearns. Yes, sir. November 30 Special Agent McCarthy 
and Revenue Agent Albrecht came into my office unannounced and 
said they wanted to see Mr. Grunewald’s file for 1949 and for 1950. I 
gave them the file and they looked through it and I said, “Take it 
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along with you, and when you are through with it bring it back.” 
They kept it a week and returned it the following Friday. The next 
day, Saturday, Mr. Davis picked it up. 

Mr. DeWrnp. Mr. Stearns, when you were requested or received a 
subpena last year to produce any records in your possession of Mr. 
Grunewald’s, these were records that you had of Mr. Grunewald’s 
which you were not able to produce under that subpena ? 

Mr. Srearns. That is right. 

Mr. DeWrxp. What steps have you taken to recover possession of 
these work papers? 

Mr. Stearns. I spoke to Mr. Davis about it. He says he has them 
and refuses to turn them over to me. 

Mr. DeWrnp. He refuses to turn your own work papers over to you? 

Mr. Srearns. That is right. He has them. He is one of the at- 
torneys for Mr. Grunewald. 

Mr. DeWinp. When did you ask Mr. Davis to return these work 
papers ¢ 

Mr. Stearns. I never asked him, exactly. I told him I was going 
to appear before the committee and they would ask me questions about 
the work papers. He said, “Well, they are in my possession, and I 
want to keep them.” 

Chairman Kine. Did you notify this committee or any of its staff, 
Mr. Stearns, that pursuant to that subpena you were unable to produce 
these documents and papers? 

Mr. Srearns. When I was served with the subpena I came right 
down here. I think it was Mr. Levine, was it? 

Mr. DeWrnp. I think that is right, yes. 

Mr. Srearns. He came to my office, and I said “I will get Mr. 
Grunewald’s file.” I showed him what I had down there. I told Mr. 
Levine that the 1949 and 1950 papers were not then in my possession 
so I couldn’t bring them down here. I think you remember that. 

Mr. DeWrnp. That is entirely right, I will say, Mr. Chairman. 
Mr. Stearns has furnished everything that he has told us he has been 
able to produce and has in every way been entirely cooperative with 
the staff. 

Mr. Stearns, you said that this October 19, 1950, check for $2,500 was 
part of this exchange transaction which started in May, on May 9, 
with the receipt of this Brewster deposit for $10,000. How did you 
know that those two transactions are part of the same exchange ¢ 

Mr. Srearns. I am taking Mr. Grunewald’s word for it. 

Mr. DeWrnp. Mr. Grunewald told you it was? 

Mr. Srearns. That is right. I am taking his word for that. 

Mr. DeWrnp. Then it is your conclusion from that information that 
the deposit of $10,000 on May 9, 1950, was on a check of Owen 
Brewster, is that right? 

Mr. Srearns. I think it was. I didn’t see the check but I suppose 
it was. 

Mr. DeWrnp. Where is the balance of that exchange transaction? 
That leaves $7,500. 

Mr. Srearns. In my work papers which I think you have—you 
have a photostatic copy of it there—I can point it out to you. 

Mr. DeWrnp. I have a photostatic copy here. 
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Mr. Srearns. Here it is. August 7 there is a $3,500 deposit here, 
August 21 there is a $1,500 deposit. 

Mr. DeWinp. These are deposits by Mr. Grunewald in his account ? 

Mr. Srearns. That is right. And August 21 there is a $5,000 
deposit. 

Mr. DeWinp. Just a moment. $3,500 on August 
August 21? 

Mr. Srearns. That is correct. 

Mr. DeWinp. And $5,000 on August 31? 

Mr. Stearns. August 21, the same day, it looks like. 

Mr. DeWinv. Those are deposits which total $10,000; is that right ? 

Mr. Srearns. That is right. I have marked that “Exchange out 
$10,000.” 

Mr. DeWinp. I beg your pardon? 

Mr. Srearns. I have a notation here, “Exchange out $10,000.” 
That is just my own information, that it was to be eliminated from 
his tax—— 

Mr. DeWinp. Those are deposits that Mr. Grunewald made? 

Mr. Srearns. That is right. 

Mr. DeWinp. Where are the withdrawals / 

Mr. Stearns. I don’t have my work papers. I can’t answer without 
my work papers. 

Mr. DeWinp. Are you working on the assumption that there were 
offsetting checks totaling $10,000 drawn against 

Mr. Srearns. Yes. I think altogether there were about $12,500. 
That is Mr. Grunewald’s information to me. Altogether it was 
about $12,500. 

Mr. DeWinp. Of checks drawn to the order of Owen Brewster ¢ 

Mr. Srearns. I don’t know who they were drawn to, but it was a 
deposit inside his account of about $12,500 and withdrawals of about 
$12,500. That was his explanation to me. 

Mr. DeWinv. How were the withdrawals made ? 

Mr. Srrarns. I can’t tell without my work sheets, and that is in 
my file which Mr. Davis has. 

Mr. DeWinp. Here are some photostatic copies of the work sheets 
that were copied by the Internal Revenue Bureau. Let me show you 
all of these and see if you can gain any assistance from those. You 
have told me, have you, that these photostats copied by the agents 
are of no help to you? 

Mr. Srearns. That is right. 

Mr. DeWinp. Could you do this: Could you look at this list of 
checks drawn on the Grunewald account for the year 1950, that was 
copied from your work papers by the internal revenue agents, and say 
whether there is any other check on there drawn to the order of Owen 
Brewster except the check of October 19, 1950, for $2,500? 

Mr. Stearns. No, all you find is one check for $2,500. 

Mr. DeWrnp. All I find in the year 1950 is the receipt of a Brewster 
deposit of $10,000 and a check drawn against that back to Owen 
Brewster for $2,500. 

Mr. Stearns. That is right. 

Mr. DeWinp. Taking the photostatic copy of this check of October 
19 can you make out the endorsement on that check and the banks 
through which the check cleared ? 
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Mr. Srearns. Endorsement “for deposit only to credit of Dorothy 
Brewster” and Owen Brewster, and some other name there. 

Mr. DeWrnp. Is that an endorsement possibly “Dorothy Brew- 
ster”? 

Mr. Srearns. It could be. There is a “Dorothy Brewster” and an 
“Owen Brewster,” and then some other name. I don’t know what 
that name is. Is that “Dorothy Brewster”? 

Mr. DeWinpv. That could be the endorsement after the endorsement 
to her order. 

Mr. Stearns. It says “For deposit only to credit of Dorothy Brew- 
ster” and Owen brewster, that is right, and she might have signed it 
“Dorothy Brewster.” 

Mr. DeWinp. You can’t make that out for sure? 

Mr. Stearns. Not very well. 

Mr. DeWinp. Can you make out through which banks the check 
cleared ¢ 

Mr. Srearns. It looks like the Federal Reserve Bank of Boston. 

Mr. DeWinv. Federal Reserve Bank of Boston. 

Mr. Stearns. But that is just the clearing. 

Mr. DeWinp. In what bank was the check deposited for collection ? 

Mr. Stearns. Bangor Trust Co. 

Mr. DeWinv. Bangor Trust Co. ? 

Mr. Stearns. No; any bank or trust company. It is all smeared up 
and you can’t make it out very well. It is not very clear. 

There is a notation here on the work sheet, the “Day Trust Co.” with 
the bank serial number 51-86, I think it is. 

Mr. DeWinp. Did Mr. Grunewald give you any further identifica- 
tion as to the identity of the Owen Brewster involved in this transac- 
tion? 

Mr. Srearns. No. He told me he received in all $12,500, and he 
paid back $12,500. 

Mr. DeWinp. From whom? 

Mr. Srearns. From Brewster. He never told me that—— 

Mr. DeWinp. But did he identify him? 

Mr. Stearns. No; he didn’t identify him. 

Mr. DeWrnp. Did he identify who the Owen Brewster was? 

Mr. Srearns. No, he didn’t tell me it was Senator Brewster. He 
merely said Brewster. It never occurred to me it might be Senator 
Brewster. 

Mr. DeWrnpv. Have you been able to identify the bank through 
which that check cleared ? 

Mr. Srearns. It says “Day Trust Co.” 

Mr. DeWinp. D-a-y / 

Mr. Srearns. D-a-y, that is right; the serial number is 51-86. 

Mr. DeWinp. Can you make out or does it state the location of the 
bank through which it cleared ? 

Mr. Srearns. That seems to be smeared up somewhat. I can’t make 
it out very well. 

Mr. DeWrnp. Have you got any further way of identifying the 
persons involved in this transaction and what the transaction is all 
about ? 

Mr. Stearns. No, sir. I think I made a notation in my own work 
papers, something about $12,500, and I said, “Clears through Brew- 
ster.” 
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Mr. DeWrnp. How can it be $12,500? The incoming check that was 
deposited in May was $10,000; is that right? 

Mr. Srearns. I am trusting to memory now. I would have to see 
my work papers. 

Mr. DeWinp. The deposit slip shows $10,000. 

Mr. Srearns. That is right. 

Mr. DeWinp. Then you find that there were cash deposits in August, 
three cash deposits totaling $10,000, but you find no checks drawn 
against those deposits, that is, no checks to Owen Brewster in August 
or September, but you do find a $2,500 check on October 19 drawn to 
the order of Owen Brewster by Henry Grunewald. 

Mr. Srearns. Let me see. There are listed here three items which 
he explained to me, August 7 and August 21, which total $10,000, as 
exchange of $10,000. I recall it might have been exchanges with 
Brewster. 

Mr. DeWinp. Is that what Mr. Grunewald said? 

Mr. Srearns. It is my understanding that that is his explanation 
of that: that is right. 

Mr. DeWrnpv. What is the $2,500 check in October of 1950? 

Mr. Srearns. A check that he paid out. That is part of the $12,500, 
as I remember it, altogether. 

Mr. DeWrnp. Are you able to show any other amounts coming in, 
the $10,000, in the Brewster exchange ? 

Mr. Srearns. No, sir. 

Mr. DeWrnp. Are you quite clear in your recollection that Mr. 
Grunewald identified the August cash deposits as amounts that he 
intended to use in the exchange transaction ? 

Mr. Stearns. I have them marked here “Exchange” and crossed out 
$10,000, and that is all—— 

Mr. DeWtnp. In order to pin that down, do you not have to find 
withdrawals in the form of either checks to Owen Brewster or at least 
checks to cash which might have been cashed and the money turned 
over / 

Mr. Srearns. That is what might have been. 

Mr. DeWinpv. Were there any checks, whether drawn to the order 
of Owen Brewster or to cash or in any other way, in the sum of $10,000 
after August 21? 

Mr. Stearns. Here is an item here. August 16, Liberty National 
Bank, $6,500. 

Mr. DeWinp. I beg your pardon ? 

Mr. Srearns. For instance here is an item. August 16, $6.500 to 
Liberty National Bank, and then it says “Bank statement notation, 

— 

Mr. DeWinp. Is that a deposit in the Grunewald account? 

Mr. Srrarns. No; that is a check issued by Grunewald. 

Mr. DeWrnp. A check issued by Grunewald on August 6? 

Mr. Srearns. On August 16. 

Mr. DeWrnp. August 16. 

Mr. Srearns. At least cleared through the bank then. $6,500, Lib- 
erty National Bank. It says “Bank statement notation, Br.” That 
means on the bank statement which we received from Munsey, some- 
one put a notation next to it, “Br.” That I think is the Brewster 
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Mr. DeWrnp. What is the Liberty National ? 

Mr. Srearns. I don’t know. That is just a notation. 

Mr. DeWrnp. Was the check drawn 

Mr. Srearns. It says check drawn to order Liberty National Bank, 
the payee, $6,500. Then on the Munsey statement showing the check 
canceling through the bank is “Br.” written next to it, which meant 
Brewster. 

Mr. DeWrnp. Was that in your handwriting? 

Mr. Srearns. No; I don’t think so, because this notation is in 
the agent’s handwriting, and it says “Bank statement notation, Br.’ 

Mr. DeWrxp. That was not a check to the order of Owen Brew- 
ster ? 

Mr. Srearns. No. 

Mr. DeWinp. But a check to the order of Liberty National Bank? 

Mr. Srearns. It says payee; yes, sir. , 

Mr. DeWrnp. Where is the Liberty National Bank? 

Mr. Srearns. At Fifteenth and I Streets. 

Mr. DeWrnp. In Washington, D. C.? 

Mr. Srearns. Yes, sir. 

Mr. DeWinp. Leaving that for the moment, Mr. Stearns, you were 
running through these work sheets for 1950, and you had gotten 
down as far as May 9 when we got into this transaction. 

Mr. Srearns. May 12 there is a deposit of a check, $4,063.50. That 
is from the Marsh estate. 

June 1 there is a check for $300. That as I explained before was 
made payable to Mr. Grunew ald, and he paid his check to Mr. Burke. 

Mr. DeWinv. What was the name on that, Mr. Stearns? 

Mr. Srrearns. June 1, $300. 

Mr. O’Brien. I can’t hear you. I am interested in this. 

Mr. Srearns. There is a notation on the slip here, “Commission”- 
or “C-o-m-m.”—“to C. Burke from D. Dahl.” 

That check was made payable to Mr. Grunewald, and I told him to 
deposit that check and give Mr. Burke his own check to keep the record 
straight. 

Mr. DeWinp. Do you know what that transaction was? 

Mr. Srearns. No. He told me it was given to him for a check. I 
said, “The check was made payable to you, so you put it in and gave 
Burke your own check.” 

Mr. DeWrnp. Is Mr. Burke an employee of Mr. Grunewald’s? 

Mr. Srearns. C. Burke. 

Mr. DeWrnp. He is a chauffeur? 

Mr. Stearns. I think he is, that is right. 

Mr. DeWinp. He is Mr. Grunewald’s chauffeur, so far as you know? 

Mr. Stearns. ‘That is right. : 

June 9 there is a deposit of cash, $1,000. 

June 14 there was a cash deposit of $1,250 

June 22 there is a cash deposit of $500, and with the notation, “Re- 
deposited, check withdrawn.” 

Cash for $3,000 withdrawn June 21, 1950. That was a rede ‘posit. 
In other words, he took out $3,000 from the bank and then put back 

SDOO. 

June 27 there is a deposit of cash $3,500. On the back of it there is 
a notation to me: “Henry withdrew two checks covering this deposit: 
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$2500 income tax, $1,000 hotel. E. A. M.” That must have been 
Eddie Martin. 

Mr. DeWrnp. I couldn’t hear that, Mr. Stearns. 

Mr. Srearns. On this deposit slip here, June 27, there is a $3,500 
cash deposit, and attached to the deposit slip is a statement made out 
to me. It says, “Henry withdrew two checks covering this deposit: 
$2,500 income tax, and $1,000 hotel. E. A. M.” 

Mr. DeWinv. Who is “E. A. M.”? 

Mr. Srearns. I suppose it is Eddie Martin. 

Mr. DeWrnp. Is that an attorney for Mr. Grunewald? 

Mr. Srearns. That is right. He was his attorney at one time. I 
think he still is. I don’t know. 

On July 6 there was a deposit of a check for $300, Dahl’s check for 
Burke, the same thing as before, $300 again. 

On July 21 there was a deposit, $1,000 cash, and it was marked 
“Exchange,” some check. I have a notation here “Redeposit for check 
issued June 9, for $1,000.” 

August 7, here is a deposit ticket. I don’t have the deposit ticket, 
but there is a deposit ticket for $3,500. August 21, $1,500, and August 
21 again, $500. 

Mr. DeWinp. Are those cash deposits ¢ 

Mr. Srearns. They were cash deposits, yes. 

Mr. DeWinp. $10,000 of cash deposits? 

Mr. Srearns. That is right. That was marked “Exchange out,” 
that is, exchange out $10,000, 

Mr. DeWrnpv. That notation of “Exchange out” is something you 
got from Mr. Grunewald at the end of the year ? 

Mr. Srearns. Yes, sir. 

Mr. DeWinp. After you had worked up the work sheets ? 

Mr. Srearns. Yes: that is right. 

Here is a deposit ticket, “Br,” and checks as follows: $5,000 and 
$1,500. 

Mr. DeWinp. What is the date on this one? 

Mr. Srearns. Wait a minute. This is August 14, but I have here 
August 21 for some reason on my work sheet, yet the deposit ticket 
here shows a $6,500 deposit on August 14. 

Mr. DeWtnp. Is there a check of Owen Brewster ? 

Mr. Srearns. It says just $5,000 check and a $1,500 check and it 
is marked “Br” next to it. 

Mr. DeWinp. In whose handwriting is “Br?” Can you tell? 

Mr. Srearns. I think that is my handwriting. It looks like my 
handwriting. He must have told me that. 

Mr. DeWinp. Are those two items cash deposits? 

Mr. Srearns. No; they are check deposits. 

Mr. DeWtinp. Two checks were deposited ¢ 

Mr. Srearns. I listed the checks. They are not shown in the cash 
column here. 

Mr. DeWtinp. There were two checks deposited on August 14; one 
for S6500 ¢ 
Mr. Srearns. No; one for $5,000 and and one for $1,500. 

Mr. DeWtnp. Totaling $6,500? 
Mr. Srearns. That is right. 
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Mr. DeWrnp. Can you identify those as being checks of Owen 
Brewster ? 

Mr. Srearns. I can’t identify them; no. I have them listed down 
here. I didn’t know what they were. Later on this was shown to me, 
this deposit ticket. 

August 28 there is a deposit of $2,500 in cash, and I have a short- 
hand note down here marked “borrowed.” That is what he must have 
told me. 

Mr. Kean. What is that ? 

Mr. Stearns. A shorthand notation, marked “borrowed,” b-o-r- 
r-o-w-e-d. 

September 12 there was a $1,000 cash deposit. 

September 15 there was a cash deposit of $1,250. 

September 25 there was a cash deposit of $500, a notation on this 
slip, “In re Democratic National Committee.” 

October 2 there was a deposit in cash of $5,080. 

October 5 there is a deposit in cash of $4,600. 

I have a notation of $1,000 for which we cannot find the slip. That 
was taken from the bank statement, no doubt. 

On October 19 I have a $2,500 deposit, exchange check. There was 
a check for $2,500, and at the bottom is the notation, “Exchange check, 
Stern to B, $2,500.” 

Mr. DeWtnp. In whose handwriting is that exchange check ? 

Mr. Srearns. Mr. Grunewald’s handwriting. 

Mr. DeWrnp. That is the only identification there is ? 

Mr. Srearns. That is right. 

This is the one I think you handed me separately. 

Mr. DeWunp. That is the October 

Mr. Srearns. That is right, that is the October 19 check. 

Mr. DeWrnp. Just a moment. What is this you are holding up 
there / 

Mr. Srearns. On the back of it here is an account which says: 
“Dakota National Bank, Fargo, North Dakota. Henry Grunewald, 
Credit Account, William Stern (¢) (you), $100 sight check.” 

Mr. DeWinp. May I see that, please? 

Mr. Chairman, this is a photostatic copy of a statement furnished 
by the Munsey Trust Co., Munsey Building, Washington, D. C. It 
has at the top No. A-72378, and then it says, “Dakota National Bank, 
Fargo, North Dakota. Owner: Henry Grunewald, Credit Account.” 
Then down below, “Date received October 1950, payer, William Stern 
(4) (you).” Then below that it says “No protest, please remit, air 
mail, amount $2,500. Due, sight. Documents, check. Your number 
or date, 10-19-50." ‘Then it is stamped, “Disposition : The item hereon 
described is October 25, 1950, paid and credited.” Down in the lower 
right-hand corner it says, “$2,500 net amount.” 

That is attached to a deposit slip on the Munsey Trust Co. dated 
October 19, 1950, for $2.500 on which there is written “B exchange,” 
which Mr. Stearns identified as Mr. Grunewald’s handwriting, and 
below that it says, “Exchange check, Stern to B, $2500.” 

Mr. Stearns. That might have been for my information. 

Mr. Byrnes. Does anybody know who Stern is? 

Mr. DeWinp. Can you identify Mr. Stern ? 

Mr. Srearns. Other than it might have meant me. 
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Mr. Byrnes. Will somebody explain that last transaction ¢ 

Mr. DeWrnp. I am not able to explain it, Mr. Byrnes. 

Mr. Byrnes. Can the witness explain it at all? 

Mr. Stearns. Let me say, here is what the record shows. On October 
19 there was a deposit made of $2,500, and that was for a check or a 
draft which must—I think it was made by the Munsey Trust Co. on the 
Dakota National Bank of Fargo, N. Dak., for Mr. Grunewald’s credit. 
That is what this looks like to me. 

Mr. Kean. A draft on the bank? 

Mr. Srearns. Yes, sir. Here it says: “Dakota National Bank, 
Fargo, North Dakota, Owner: Henry Grunewald, Credit Account, 
Date received Munsey Trust Company, October 19, 1950,” and the 
“payer, William Stern, to Mr. Grunewald for $2,500 on sight.” Then 
with the rubber stamp of the bank, “The item hereon described is paid 
and credited October 25, 1950.” 

Mr. Byrnes. Did Mr. Grunewald have an account in the Dakota 
bank? 

Mr. Srearns. No; I don’t think so. I never knew of it. It looks 
like a sight draft on the bank in North Dakota to Mr. Grunewald’s 
credit. 

Mr. Byrnes. Yes. But it would be an order on the bank in Dakota 
to pay out of their funds. 

Mr. Srearns. To Mr. Grunewald. 

Mr. Byrnes. To Mr. Grunewald. 

Mr. Srearns. That is right, and Munsey collected the account for 
Mr. Grunewald and deposited it in Mr. Grunewald’s account. 

Mr. DeWrnp. Do you have any further information concerning this 
transaction ¢ 

Mr. Srearns. No; just what you have here. That is all I know. 

Mr. DeWinp. You don’t know what was involved, what was the 
reason for it? 

Mr. Srearns. No, sir. 

Mr. Byrnes. Wouldn’t it appear from that that Mr. Grunewald had 
some funds or amounts due him from the Dakota Bank? 

Mr. Stearns. I would think so. 

Mr. Byrnes. You don’t know, to your knowledge at least, of any 
account that Mr. Grunewald maintained at that bank? 

Mr. Srearns. I don’t think he did. I don’t know that he had an 
account there. 

Mr. Byrnes. You cannot very well draw a draft on a bank that you 
don’t have any funds in, can you, and have it clear and get money as 
a result of the draft? 

Mr. Stearns. I never heard of any account that he had there. 

Mr. Byrnes. If he did not have an account they would not honor it. 

Mr. Srearns. I don’t know why they would honor it. There was a 
collection account. They credit Mr. Grunewald’s account. That is 
all I can explain to you. 

Mr. Byrnes. The explanation would be that he had funds in the 
North Dakota bank or at least had a credit. 

Mr. Srearns. He might have had a credit. He had no funds in it, 
I am almost certain about that. 

Mr. Byrnes. Could they have had an item out there for collec- 
tion—— 
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Mr. Srearns. No, sir; not that I know of. 

Mr. Byrnes. For Mr. Grunewald ? 

Mr. Srearns. I don’t know how this originated or what the purpose 
of it is. 

Mr. Byrnes. You never got any explanation from Mr. Grunewald 
as to that transaction / 

Mr. Srearns. Outside of the fact that this was part of that $12,500 
exchange of checks. 

Mr. Byrnes. The Brewster transaction ? 

Mr. Srearns. Yes, sir. 

Chairman Kine. Mr. Stearns, you knew nothing about this trans- 
action for him to explain, or you to inquire, how a bank in the State 
of North Dakota would be in the transaction? Was it the usual thing 
for transactions of Mr. Grunewald to entail financial institutions 

Mr. Srearns. It is not usual; no, sir. When I asked him, he said it 
was merely an exchange of funds. That was his explanation to me. 

Chairman Kine. That is as far as you pursued it? 

Mr. Srearns. That is right. 

Chairman Kine. Have you any knowledge of other transactions of 
Mr. Grunewald which entailed 

Mr. Srearns, The record doesn’t show any. 

Mr. Kean. He had a home in Miami, and he had a home in Spring 
Lake. As far as you know, he had no bank account in either of those 
places ¢ 

Mr. Srearns. I will accept his word for that because I have known 
him for 30 years, and I have never known him to be a liar. 

Mr. Kean. He didn’t tell you? 

Mr. Srearns. I never knew him to be a liar. I have known him 
for over 30 years. 

Chairman Kine. He either told the truth or he did not talk; is 
that it? 

Mr. Srearns. That might be it. 

Mr. Byrnes. In that connection he told you that he made all this 
90 percent and 100 percent at times of his income for a whole year 
at gambling. Do you believe that they were horse-race winnings? 

Mr. Srearns. When I asked him if he had been winning for several 
years and I didn’t believe him, at the same time I didn’t tell him 
that I believed him, but I said, “I will have to report it.” All I was 
concerned about was to get it on the return; that is all. 

Mr. Byrnes. I mean, as far as his honesty and integrity is con- 
cerned, did you believe that that was where he made, for instance, 
over $100,000 ? 

Mr. Srearns. It is a lot of money to make, but that was his expla- 
nation to me of those things. He never lied to me about anything with 
regard to his financial matters. I was never concerned about how he 
made the money or just where it came from as long as we got it in the 
return; that is all. 

Mr. Byrnes. I would like to get your impression as to whether or 
not you believed that Mr. Grunewald was stating the facts when he 
told you that this $100,000, for instance, over $100,000, that he made 
in this 1 year recently, was income from gambling and horse racing? 

Mr. Srearns. You say do I believe it? 

Mr. Byrnes. Yes. 
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Mr. Srearns. It is pretty hard to believe; I tell you the truth. 

Mr. Byrnes. That is the way it occurs to me, too. 

Chairman Kine. The committee will recess for 5 minutes. 

(Brief recess. ) 

Chairman Kine. The committee will come to order. 

Mr. Byrnes. There is one more thing, Mr. Stearns, I would like to 
go back to, and that is the so-called draft or memorandum on the North 
Dakota bank. This in itself is not in the form of a legal instrument, 
is it, such as a draft or a promissory note or order? 

Mr. Srearns. Here it says “Please remit, air mail.” 

Mr. Byrnes. Isn't it more in the form of a memorandum that prob- 
ably accompanied a draft? 

Mr. Srearns. I couldn’t answer that, but 

Mr. Byrnes. It is not a draft in and of itself. 

Mr. Stearns. No, sir. 

Mr. Byrnes. There is no order to anybody or to anybody. 

Mr. Srearns. That is right. 

Mr. Byrnes. It is more likely to be some kind of a bank form 

Mr. Srearns. That is right. 

Mr. Byrnes. That they use either to accompany a draft or to put 
into their files showing information that was on a draft that was sent 
out. 

Mr. Srearns. That might be; yes, sir. 

Mr. Byrnes. So there is no way that you can determine from that 
exactly on whom the draft was drawn nor to whose credit it was 
drawn or against whose credit it was drawn ? 

Mr. Srearns. That is right. 

Mr. Byrnes. All we know is that there are those various names, 
such as Sterns. 

Mr. Srearns. Not me. 

Mr. Byrnes. That is not you? 

Mr. Srearns. No, no. 

Mr. Byrnes. You do not know what Stern it is? 

Mr. Srearns. It is William Stern, a banker in Fargo, N. Dak. 

Mr. Byrnes. What ¢ 

Mr. Srearns. It is William Stern, a banker, of Fargo, N. Dak. 

Mr. Byrnes. William Stern is an individual? 

Mr. Stearns. No; he isa banker in Fargo, N. Dak. 

Mr. Byrnes. He is a banker? 

Mr. Srearns. Yes, sir. 

Mr. Byrnes. And it is the same bank? 

Mr. Srearns. The Dakota Bank, at Fargo, N. Dak. 

Mr. Byrnes. He is an officer of that bank ¢ 

Mr. Srearns. He is president of the bank. 

Mr. Byrnes. I see. We do know from that and from the deposit 
slip that apparently that had something to do with the $2,500 deposit 
that was made to Mr. Grunewald’s account in the Munsey Bank in 
Washington. 

Mr. Srearns. That is right. 

Mr. Byrnes. Mr. Grunewald told you that it had something to do 
with a Brewster transaction ? 

Mr. Srearns. That is right. 

(Senator Brewster entered the room. ) 








INTERNAL REVENUE INVESTIGATION 9931 


Chairman Kine. You may be excused temporarily, Mr. Stearns. 
Will you remain about ? 

Will you come forward, Senator Brewster, please? 

Will you be sworn, sir? Do you solemnly swear that the testimony 
you will give will be the truth, the whole truth, and nothing but the 
truth, so he ‘Ip you God ¢ 

Senator Brewster. I do. 


TESTIMONY OF HON. OWEN BREWSTER, UNITED STATES SENATOR 
FROM THE STATE OF MAINE 


Chairman Kine. Be seated, Senator. You know, of course, that in 
the course of the testimony today your name has been brought in 
involving financial matters. That is all. You may proceed, Mr. 
Counsel. 

Senator Brewster. I want to express my appreciation to you for 
affording me the courtesy of so prompt a hearing. Your counsel, Mr. 
DeWind, called me some weeks ago, and I explained to him about this 
transaction about which he apparently was then informed, and told 
him that I would be very happy to make myself available to the com- 
mittee at any time for any discussion of it which was desired. So I 
appreciate your courtesy in hearing me so promptly, so there may be 
no misunderstanding regarding the circumstances of this case. 

Mr. DeWinp. Senator, do you wish to make a statement concerning 
this? 

Senator Brewster. I do not know precisely what has been brought 
out here. I understand there is a question of some checks. 

Mr. DeWrnpb. Yes; the subcommittee has been examining Mr. 
Stearns with respect to finance transactions with Mr. Grunewald as to 
which we could get no information from Mr. Grunewald himself. In 
the course of that, in going through various items, Mr. Stearns has 
referred to a $10,000 deposit made in May of 1950 which is identified 
in his record as the Brewster deposit. He said he could not identify 
it beyond that. 

Senator Brewster. Yes, sir? 

Mr. DeWinp. He then identified a check, photostatic copy of a check 
dated October 19, 1950, in the amount of $2,500 drawn to the order 
of Owen Brewster. 

Senator Brewster. Yes? 

Mr. DeWinp. And he said he knew nothing more about that check. 
Then there were some other entries in his work papers indicating cash 
deposits in Grunewald’s bank account and check deposits which he 
was unable to identify as to the source of the deposit except that one of 
the deposit slips was marked “Br” which he said indicated Brewster. 

Senator Brewster. Do you remember the date of that? 

Mr. DeWrnpb. Yes; they were in August. On August 14, 1950, Mr. 
Stearns has said there were two de posits, two checks deposited, one 1n 
the amount of $5,000 and one in the amount of $1,500, and on the de- 
posit slip is written “Br.” Then there are three cash deposits made 
in August, during the month of August three different cash deposits 
totaling $10,000, which he said Mr. Grunewald told him were part of a 
Brewster exchange transaction. 
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Senator Brewster. I am not familiar with all of these. I have the 
records of this $10,000 item of which you speak, which is covered by 
my check of May 8, 1950, I believe. 

Mr. DeWinv. Would it be helpful to you, Senator, to describe all 
financial transactions you have made? 

Senator Brewster. Yes; perhaps that would be the best way of 
clearing it up. 

I would like in justice to Mr. Grunewald to exempt him from any 
degree of responsibility and culpability so far as these transactions are 
concerned, as they were made entirely at my own request, and in a 
matter in which Mr. Grunewald had no interest whatsoever. The 
circumstances were that I was chairman of the Republican senatorial 
‘ampaign committee, and two of the candidates in that were more 
concerned with the primaries than they were with their elections. 
They besieged me, as it was customary for us to provide $5,000 for 
candidates, to see if they couldn’t get some assistance in advance of 
their being actually nominated. That was not allowed under the 
practices and the rules of our committee. We had taken a very firm 
vote that we would not do that kind of thing, to advance money to 
candidates in the primary before the election. These two men were 
ones for whom we had high regard. Under the circumstances of the 
ase I took the perhaps somewhat unusual procedure of intervening 
myself, parsenallly, I went tomy bank. I borrowed $10,000 with the 


assistance of Mrs. Brewster's endorsement, which was required to make 
me a good credit risk, at the Liberty National Bank here, where I do 
my banking. I took the $10,000 and I gave $5,000 to each of these 
candidates. I did not want to do it directly myself because I was then 


chairman of the committee, and I thought it might lead to even more 
misunderstanding. I had known Mr. Grunewald for a good while. 
I have understood that he was more or less a Democrat, although he 
I think gave one contribution of a thousand dollars to a Republican 
candidate. That is the only other transaction I believe I have had 
with him of a financial nature. For one of the candidates in that 
election he made a contribution of a thousand dollars, and I think the 
check ran to me, as I recall it. 

So I spoke to Mr. Grunewald and asked him whether he would 
arrange as a conduit for the transaction. I gave him the $10,000. 
He made out two checks for $5,000 each to these two individuals or 
to their campaign committees, and in the course of time, for which 
I was profundly grateful, they were nominated. If they had not 
been I might have been in a little difficulty myself. But having been 
duly nominated they were the entitled to the $5,000 grant from the 
committee which was duly made and they repaid me the money which 
they had thus received. I don’t think all the money came through 
Mr. Grunewald. I think some of it was made direct, as I recall it. 
I haven’t the records of all that transaction here. I think some of 
it was made direct so that the note was taken care of. I think the 
October 19 date was probably about the time when the thing was 
cleaned up. I know there was some in August. I can’t be sure about 
all the details of just how the money was repaid, but I got it all back. 

There was this other transaction, I think $1,000 that Mr. Grunewald 
contributed for one candidate in the election on the Republican ticket. 
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Mr. DeWinp. Did you say, Senator, that you had the details of 
the transaction with you? 

Senator Brewster. I have some of them. I haven’t all of it. I 
have the check here which I gave Mr. Grunewald for $10,000. I have 
copies of the two checks which Mr. Grunewald made to the two in- 
dividuals who were the ones to handle the funds, and I have the dates, I 
believe, of some of the repayments. My record shows $1,500 on 
August 3, $2,000 on August 7, and $6,500 on August 16. 

Mr. DeW1np. Can you identify from your records where these re- 
payments came from? 

Senator Brewster. No; I couldn't. I don’t think I have all of the 
information on that in the records which Lhad. I think some of them 
came through Grunewald, and I think some of them came direct by 
checks from the people rather than through Grunewald. 

Mr. DeWinpv. The three items you mentioned, Senator, I am not 
cure I got them right. There were $1,500, $2,000, and $6,500; is that 
right ? 

Senator Brewster. That makes the $10,000; yes. 

Mr. DeW inp. That makes the $10,000, 

Senator Brewster. Some of that may not have all been in the course 
of these requirements. I mean I didn’t care to have a note outstand- 
ing, and I think I retired it as promptly as I could, so I don’t know 
that all of those came for repayments in this transaction. 

Mr. DeWtnpb. Have you got the dates of those repayments? 

Senator Brewsrer. I have the dates here, which show August 3, 
$1,500; August 7, $2,000; and August 16, $6,500. 

Mr. DeWrnp. Mr. Stearns’ testimony I think was that on August 14 
there was deposited in the Grunewald account $6,500. 

Senator Brewster. That may be the August 16 that I have, that 
I made the repayment of $6,500 on the note on that date. 

Mr. DeWinv. ‘Then there was a check to your order drawn on 
October 19, 1950, in the amount of $2,500. Does that relate to -this 
same transaction ¢ 

Senator Brewsrer. I think that was probably belated payment. I 
think I probably retired the note to get it out of the way so my wife 
wouldn't be in my hair, and that he later repaid that. I think that is 
probably the way it came through. 

Mr. DeWinp. Mr. Stearns has identified from his work sheets de- 
posits in the Grunewald bank account on August 7 of $3,500; August 
21, $1,500; August 21, $5,000; adding up to $10,000, as having related 
to this $10,000 exchange transaction. That all took place in August. 
Then the October 19, 1950, check of $2,500 might at least appear to 
bring the total to $12,500, and Mr. Stearns stated it was his recollection 
there was $12,500 involved. 

Senator Brewsrer. No; I am very positive there was not. Would 
you give me those dates in August again ¢ 

Mr. DeWrnp. ‘The dates of the deposit in the Grunewald account 
were August 7, $5,500; August 21, $1,500; and August 21, $5,000. 

Senator Brewster. On those last two I do not understand the 21st, 
because I made this payment of $6,500 on August 16. 

Mr. DeWinp. The deposit slip Mr. Stearns had on those for August 
21 I think he said was dated August 14. I don’t know why it is here 
as August 21. 
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Senator Brewster. I think it is because they didn’t clear them 
through. I found they sometimes take some time to clear them 
through if the check is on out-of-town banks, and things of that char- 
acter. They probably don’t credit them. I think that probably ex- 
plains it. , 

Mr. DeWrnp. The deposit on August 14 of two checks totaling 
S65OO ¢ 

Senator Brewsrer. That probably ties with my payment of $6,500 
on August 16. 

Mr. DeWinp. The August 7 deposit of $3,500—does that tie in? 

Senator Brewsrer. There I have $1,500 on August 3 and $2,000 on 
August 7. That would be $3,500. 

Mr. DeWtinp. That would indicate the entire $10,000 came from Mr. 
Grunewald. 

Senator Brewster. Yes. I am not quite clear about that. It may 
well be that it was, that they made the checks through that way. I 
would have recalled that it was different. I don’t understand this 
October 19, 1950—— 

Mr. DeWinp. In connection with that item there is attached to the 
deposit slip, which is dated October 19, a communication between the 
Munsey Trust Co. and the Dakota National Bank of Fargo, N. Dak., 
“Owner Henry Grunewald, Credit Account.” It shows “William 
Stern (7) (you), $2.500 due on sight, cheek, October 19, 1950." “The 
item hereon described is Oct. 25, 1950, Paid and Credited.” 

Senator Brewster. | think that is very clearly the one because 
William Stern was one of those who was a participant in this trans- 
action. 

Mr. DeWtnpb. You mean he was one of the candidates? 

Senator Brewster. No. He was one of the campaign managers. He 
was the one to whom the original check ran for $5,000. That ties with 
the October 19 and also with the payments to the candidate for the 
amount. I don’t understand these other items unless there is also a 
$1,000 item there of the other candidate for whom he made a contri- 
bution. 

Mr. DeW inv. Would it be a possibility that Mr. Grunewald had 
advanced you the $2,500 in August to complete the $10,000 payment 
and then awaited this payment to reimburse himself? 

Senator Brewster. ther he did or I advanced it myself, but I 
don’t recall his ever doing any such thing. I have no recollection of it. 
I had the impression that I had some money which I paid on this note 
before the repayment arrived. That was my recollection, and that 
would seem to be confirmed by this. What his records show I don’t 
know, and I don’t understand. 

Mr. Byrnes. What note are you talking about, Mr. Senator? 

Senator Brewster. My own note for $10,000 to the Liberty 
Bank 

Mr. Brynes. I see. 

Senator Brewster. Which I put in there to get this $10,000 and 
which I asked Mr. Grunewald to transmit for me. 

Mr. Byrnes. I see. 

Mr. DeWinp. Mr. Stearns testified to a check drawn on the Grune- 
wald account to the order of the Liberty National Bank. 

Senator Brewster. That is another Stearns, I understand. 


Mr. DeWrnp. Yes. 
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Senator Brewster. I do not want to confuse the two gentlemen. 
I have never seen this Mr. Stearns before. 

Mr. DeWinp. Mr. Stearns, can you recall the amount of that check 
drawn on the National Liberty Bank and the date of it ? 

Mr. Srearns. If you will give me that work sheet. 

Senator Brewsrer. I think that is clear. The item which he points 
out to me now is the item of—he shows it as August 16, which conforms 
with my records of $6,500 to the Liberty National Bank—the bank 
statement notation, “Br.” That would correspond with my own nota- 
tion as to the payment on this note at that time, $6,500 on August 16. 

Mr. DeWinpv. Was that amount paid by check that Mr. Grunewald 
drew directly to the Liberty National? 

Senator Brewster. According to his record that would be so. I 
asked the bank about the payments on the note and they showed me 
that that was the date on which this was paid. What I want to see 
are these other items which didn’t seem to check in the statements which 
you made. That item, I think, is clear. 

Mr. DeWinpv. That would indicate that the two deposits of $5,000 
and $1,500 were used to pay Liberty National Bank. 

Senator Brewster. That is right. 

Mr. DeWinp. That leaves the $3,500 deposit made on August 7. 

Senator Brewster. What were those? Were those his checks / 

I gather from what he shows here that according to his records the 
entire $10,000 was paid out, was paid back on these two dates, August 7, 
as he shows, August 21, although the other record shows August 16. 
That was the date the bank actually endorsed money on the note. This 
October 19 seems to be an entirely distinct transaction. He said it 
was from Bill Stern to Henry Grunewald. Apparently Henry—Mr. 
Grunewald—had previously paid me that money. I don’t think I 
realized that he had put it in himself. I didn’t know that such a thing 
had occurred. I should want to check a little further, but according 
to these records that was apparently what happened. It certainly was 
not a second $2,500 for me above the $10,000, 

Mr. DeWinp. Let’s see. That explains $2,500 out of $3,500. Mr. 
Grunewald put up $3,500 of his own funds at that time to make the 
repayment to Senator Brewster; is that right, Mr. Stearns? 

Mr. Srearns. There were three deposits—August 7, of $3,500, Au- 
gust 21 of $1,500, and August 21 of $5,000. 

Mr. DeWinp. In regard to the deposits on August 21, were those 
cash deposits ¢ 

Senator Brewster. I don’t think so. 

Mr. Srearns. I am not certain, because I got this from the bank 
statement. 

Mr. DeWinp. I thought you identified them as check deposits? 

Mr. Stearns. They were. 

Mr. DeW inp. Those would be checks of these candidates or their 
campaign managers / 

Senator Brewster. Yes. 

Mr. DeWrnp. There is the $3,500 cash deposit. 

Mr. Stearns. That might have been cash; I am not certain, because 
I didn’t see—do you have a deposit ticket there? 

Mr. DeWrnp. Possibly so. 
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Senator Brewster. Those would be on Mr. Grunewald’s account. 
It would not affect the transaction at the Liberty Bank. My records 
would not clarify this other later transaction. It doesn’t, apparently, 
as far as I see, have any relation, except the fact it was a check of 
William Stern, who was one of the parties in it, according to his 
record. Whether that had been a matter which I had taken care 
of earlier out of my own funds and then repaid it, I am not clear. 

Mr. DeWrnp. Perhaps this would clarify the situation: On the 
deposit slip covering this $2,500 item, it is marked “B exchange,” which 
Mr. Stearns said referred to Senator Brewster, and it says, “Exchange 
check, Stern to B, $2,500.” 

Senator Brewster. I don’t know. I should have to look in the 
records further. My only explanation would be that I had paid this 
money on these accounts. I am very positive there was never any 
advance by Grunewald in connection with a transaction, because there 
was no reason why he should. He was not involved in any way. 
I had known him for some time about town here and through mutual 
friends. That was the reason for my requesting him to assist in this 
transaction. 

Mr. DeWrnp. Might I ask why you believe Mr. Grunewald would 
be available for this sort of a transaction as a person you could rely 
on for it? 

Senator Brewster. I had every reason to have complete confidence 
in him. I had known him originally through Mr. Marsh, who was 
his benefactor, and with whom he was formerly associated. Mr. 
Marsh was a man I had never met, but who had contributed at various 
times to the campaign funds. Later I met Mr. Grunewald. He was 
apparently well haoed to Members on both sides of the Chamber. I 
think the one who originally spoke highly of him to me was Vice 
President Barkley, who has also known him and thought well of him, 
as well as Senator Holland, of Florida, who was the attorney for Mr. 
Marsh and the executor of the estate. He also had spoken to me of 
Mr. Grunewald and his high regard for him. So I had every reason 
to believe he was highly reliable as far as the financial transactions 
were concerned. I might have picked most anybody else. Perhaps 
it wasn’t a happy selection, but I still have confidence in Mr. Grune- 
wald’s financial responsibility. 

Mr. DeWinp. Was this high regard for Mr. Grunewald in some 
business capacity of his, that is—— 

Senator Brewster. No. I had known him only as I know many 
other people about Washington. He had taken an interest in things 
around here, and apparently was quite well known to many Members 
on the Hill. 

Mr. DeWrnp. In what business is he known to be engaged? 

Senator Brewster. I have never had any transactions of any char- 
acter, other than this one. 

Mr. DeWrnp. His reputation around the Hill was not based on any 
particular business activity ? 

Senator Brewster. No. He never intervened in any matters with 
which I was familiar. I think he had hoped he might be able to get 
a job for a chauffeur, but a Republican doesn’t rate that much on the 
Hill at this time, so I wouldn’t be able to do it. 
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Mr. DeWrnp. It has been stated Mr. Grunewald has served as an 
investigator, or engaged in the business of investigations. Was that 
known ? 

Senator Brewster. I have understood that he was formerly with 
the FBI or in some associated activity, and served in the ‘armed 
services and had done work of a confidential character for Mr. Marsh 
over a period of many years. 

Mr. DeWine. Mr. Grunewald has declined to answer any ques- 
tions of this subcommittee. The committee is trying to find out the 
answers to some questions about his activities. 

Was this the first transaction you had ever had with him of any 
business or financial sort? 

Senator Brewster. Yes. 

Mr. DeWrnp. And I gather from what you say, the only one? 

Senator Brewsrer. As I said, I think he gave me $1,000 to give 
to a senatorial candidate in that campaign, which I transmitted, and 
I think the man duly reported it as having received $1,000 from Henry 
Grunewald. That is the only other transaction of which I know, which 
I now recall. I think that is correct. 

Mr. DeWinp. As I understand it, your selection of Mr. Grunewald 
for this particular transaction was based not on your prior acquaint- 
ance with Mr. Grunewald, but on the reputation he had ¢ 

Senator Brewster. Well, it was a question of someone outside of 
the Republican ranks that wouldn’t at any rate be associated with 
the Republican senatorial campaign committee, of which I was then 
chairman. I could have made the check myself direct, but I thought 
it _— 1 call in some question. I could have asked anybody else to 
do it, but I happened to ask him. 

Mr. DeWinp. That indicates a degree of confidence which was 
based solely on what you had heard about him, and not your personal 
appraisal of him? 

Senator Brewster. Only as I had seen him from time to time. I 
used to run in to him both in the corridors, occasionally, or I think he 
had been in my oflice perhaps two or three times a month, and then 
I wouldn't see him for a long time. He always took quite an interest 
in anything that was going on. 

I had no reason to think he was not entirely reliable. I still have 
no reason to doubt that. 

Mr. DeWrnp. Can you identify, Senator, the matters in which Mr. 
Grunewald was interested, of which you had any knowledge, as a re- 
sult of his visits to your oflice, or otherwise ¢ 

Senator Brewster. Well, it was simply, as far as I recall, general 
matters that were pending. He seemed to have an interest in politi- 
cal affairs. The only personal request that I recall he ever nde was 
this matter about getting a job for a chauffeur, which I was not able 
to do ae about. 

Mr. DeWrnp. Based on this, Mr. Grunewald recommended himself 
to you as a dise reet person for the conduct of this sort of transaction, 
which you wished to be confidential 

Senator Brewsrer. I didn’t realize all that was involved, but if I 
wanted to get a man who had a capacity to keep his mouth shut, I 
think he was the one. I didn’t realize he was that good. 

Chairman Kine. You did not go wrong there. 
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Senator Brewster. I apparently couldn't have placed my confidence 
in a better one in that respect, although there was nothing, to my 
knowledge, irregular about the transaction. 

Mr. DeWrnp. I did not mean to suggest that; it simply was a trans- 
action requiring some discretion and “discreet treatment. 

Senator Brewster. That was right. That was the idea. I could 
have had one of the secretaries in my office do it, but I don’t think that 
was advisable—for someone who was immediately associated with me. 

Mr. DeWinp. Am I correct in concluding then that both from your 
personal contact with him, and what others have told you, he had been 
recommended as a person who could be asked to engage in transactions 
requiring discretion ¢ 

Senator Brewster. That is right. He was well spoken of. 

Mr. O’Brren. Senator Brewster, who were the candidates that 
Grunewald was supposed to give the money to! 

Senator Brewster. Senator Nixon in California and Senator Y oung 
in North Dakota. He did give the money to their campaign represen- 
tatives. 

Mr. O’Brien. Did you instruct Mr. Grunewald as to how to advance 
these funds to these two candidates ¢ 

Senator Brewster. I think I just asked that he send the checks to 
them. I don’t know whether he sent them or he gave me the checks 
and Isent them. I can’t recall about that. 

Mr. O’Brien. It was done by check ¢ 

Senator Brewster. They were by check, yes. 

Mr. Byrnes. Checks to the individuals or to the campaign com- 
mittee ¢ 

Senator Brewster. To their campaign representatives. 

Mr. DeWtnp. Senator, to your knowledge, did Mr. Grunewald 
frequently or generally hold himself out or actually engage in trans- 
actions involving a situation where he acted as confidential interme- 
diary ? 

Senator Brewster. Not as far as I was concerned. As I said 
opening, if there is any discredit in any way attached to this transac- 
tion, I want to assume full responsibility for it. I am sorry now I 
asked Mr. Grunewald as a friend to do this because, if it added in any 
degree to his embarrassment, I would not have. As I told counsel, 
Mr. DeWind, when he first called me up, I said I wanted to assume full 
responsibility for all that occurred, and also I would say the same 
thing about the Senators involved, as they, too, were in no way partici- 
pants, except they ask me to see if I could arrange to get this 
money, Which I did arrange, and which I gave to them. 

They had nothing to do with the selection of Mr. Grunewald as the 
intermediary. Their campaign representatives simply were happy 
to accept the checks to take care of it, and they subsequently repaid 
them, in accordance with the understanding. 

Mr. DeWinp. I was not referring to this particular transaction, but 
more generally whether Mr. Grunewald was known to be available 
as an intermediar y in transactions involving discretion. 

Senator Brewsrer. No. There was never any question of that. 
It was entirely my business. He did not show any reluctance. He 
apparently was glad to accommodate me in any request, but he cer- 
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tainly was not seeking an opportunity to add to the complications of 
his transactions. 

Mr. DeWinp. Your decision to select him for the purpose was one 
you arrived at entirely by yourself / 

Senator Brewster. Yes, indeed. He had no knowledge and he had 
nothing to do with the request in any way. I don’t think he knew 
Young or Nixon or knew anything about it, or had anything to do 
with the suggestion that perhaps it would be a good idea to get some 
money for them. 

Mr. DeW1np. That is all, Mr. Chairman. 

Mr. O’Brien. Senator, can I ask a question? 

We have evidence in the record of the receipt by Mr. Grunewald of 
some $1,500 from Pan American Airways in 1950. Can you tell us 
anything about that transaction ? 

Senator Brewster. No, sir; I have no knowledge of it whatsoever. 

Mr. O’Brien. During the time you were using Mr. Grunewald in 
these transactions 

Senator Brewster. I might add that I have paid the Pan American 
Airways some $15,000 or $20,000 for aerial transport, which is the only 
transaction I have ever had with them. 

Mr. O’Brien. During the time you were using Mr. Grunewald in 
these transactions, wasn’t his reputation brought into question by the 
Senate District Committee ? 

Senator Brewsrer. Would you repeat that? 

Mr. O’Brien. During the time you were using Mr. Grunewald in 
these transactions, wasn’t his reputation brought into question by the 
Senate District Committee ? 

Senator Brewster. Not to my recollection. This was in the sum- 
mer of 1950. I think it was in 1951 the Senate District Committee 
had some queries of Mr. Grunewald, a year later. 

Mr. O'Brien. Did you have a hard time finding Mr. Grunewald 
when you wanted him / 

Senator Brewster. He, I believe, spent some time in Florida and 
some time in New Jersey. I have never seen him at either of those 
places. I have heard he was there occasionally, and had places there. 

Mr. O'Brren. In 1950 the District Committee had a hard time find 
ing him: is that a fact? 

Senator Brewster. I didn’t recall that, but it may be: I am not 
sure. I am very sure it hadn’t happened at the time I turned this 
$10,000 check over to him, because I think certainly I would have 
paused about it. It may be later on during that summer there were 
some questions raised. 

Chairman Kine. Are there any further questions ? 

Mr. Byrnes. These payments to campaign committees, they were in 
the form of a loan rather than in the form of a contribution, as | 
understand it? 

Senator Brewster. Well, it was in a somewhat nebulous state. I 
was uncertain what would happen if they didn’t get nominated, be- 
cause there would have been some problems about repayment then. 
[ was advancing it out of my own personal funds. Naturally, I 
expected to be taken care of. If they had not been nominated, I 
don’t know just what might have happened. That was where I stuck 
my neck out. 
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Mr. Byrnes. So the record might be clear—— 

Senator Brewster. There was no note. 

Mr. Byrnes. I was wondering as to whether or not there was an 
understanding with the people to whom the check was sent. 

Senator Brewster. There was no note. 

Mr. Byrnes. As to whether it was considered an advancement or a 
loan or a contribution? 

Senator Brewster. Well, there was no note or anything of that 


character. They understood the situation that I was raising money 


myself. I certainly would have wished to treat it as an advance, 
although I was conscious at the time if anything went wrong, why, it 
might be a troublesome question. 

I took that much hazard for the sake of getting what we thought 
were two good Republican candidates for the Senate nominated. I 
was very grateful when they were elected. That seemed to vindicate 


my judgment. 
Mr. Byrnes. Was the understanding, however, that at least if they 


were nominated that you would be reimbursed for this advancement ? 

Senator Brewster. Surely. That was the understanding, if they 
were nominated, that then they were entitled to a $5,000 grant from 
the campaign committee and they would use that money to repay me 
for the advance made. That was what actually happened. That was 
the way it worked out. 

Mr. DeWinpv. Do you happen to know how candidates who receive 
moneys of this sort are required to report them, if at all? 

Senator Brewster. No. That rests with the laws of the several 
States. That was in a primary. I don’t think we have any regula- 
tions in the Congress about primaries; so it rests with the law of the 
State involved. I do not know what that law is. I left that entirely 
to their campaign representatives. 

Mr. DeWinp. In connection with Mr. Grunewald, at the time of 
these repayments, in August, did you see Mr. Grunewald yourself at 
that time ¢ 

Senator Brewster. I could not tell about that, whether he sent the 
checks or how it was handled. 

Mr. DeW1npb. Were you in touch with him by telephone, or did you 
otherwise speak to him at that time? 

Senator Brewster. I could not say. I got these dates on the repay- 
ment, but I couldn’t tell how I received them, whether he mailed 7 voll 
to me or what was the transaction. 

Mr. DeWrnpv. Mr. Grunewald appeared before the Senate District 
Committee in September, as I recall, when the committee had been 
looking for him since July 1950. I wondered whether he had been 
available to see you in connection with these transactions in August. 
He testified before the Senate District Committee, as I recall, and the 
substance of his testimony was that he had been told by his doctor to 
take it easy from July on, and had not been aware of the fact that the 
Senate District Committee was looking for him. 

Senator Brewster. I don’t recall how these payments came about, 
except as I checked them at the bank on the payments on the note. 
I couldn’t tell how I received them. Sometimes I would see Mr. Grune- 
wald two or three times in a month. At other times I wouldn’t see 
him for 2 or 3 months. 
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Mr. DeWrnp. Did you have any diary or record or any recollection 
that would establish for the committee as to whether Mr. Grunewald 
was around in July, August, or September ¢ 

Senator Brewster. No; I wouldn't. 1 was certainly around during 
that time. That wasa rather busy period. I was available. 

Mr. DeWrnp. Senator, just one more question. 

I believe you referred to a contribution that Grunewald himself 
made, a $1,000 contribution ? 

Senator Brewster. Yes, sir. 

Mr. DeWinp. Do you know what campaign, what candidate re- 
ceived that? 

Senator Brewsrer. I think that was for Joe Talbot, up in Con- 
necticut. He was a candidate for the Senate. He was a former 
Congressman. 

Mr. DeWinp. Was that in the 1950 election ? 

Senator Brewster. I think so. That was reported by Mr. Talbot. 
I forwarded it along to him and he reported it as received from Mr. 
Grunewald. 

Mr. DeWIinp. Senator, might I ask: Do you have any further 
information concerning any activities of Mr Grunewald? You un- 
derstand the difliculty the committee is faced with ? 

Senator Brewster. I have read a good deal about him in the paper, 
so I don’t assume you would refer to that. 

Mr. DeWinp. I meant matters that you personally knew about. 

Senator Brewster. No; the things which have been going on— 
almost everything which has happened when he has seen me has been 
talked about at various times. I wouldn’t have any direct informa- 
tion regarding his activities outside of his contacts with me. 

Mr. DeWixpv. Do you know of any connection or transactions he 
may have had with Lieutenant Shimon, of the Washington Police 
Department / 

Senator Brewster. No; I believe he was acquainted with him, but 
my only connection with Lieutenant Shimon, not involving Mr. 
Grunewald, was when I found that I was being shadowed by a char- 
acter here in town. I reported it to one of my fellow Senators, Sena- 
tor Bridges, who requested the police department to investigate. 

Lieutenant Shimon came to my office and secured a description 
of the man, identified him, and later reported that he had found out 
that he was a rather well-known character about town. He showed 
me his FBI portrait and identified him, and told me we wouldn’t 
hear any more from him. That was a matter that happened, and 
was rather explored at length a year or two ago. 

Mr. DeEWrnpv. You know of no connection Mr. Grunewald had with 
Lieutenant Shimon or any part in that transaction ? 

Senator Brewster. No; not as far as any of his connections with 
me were concerned. 

Mr. DeWrnp. I am not quite sure I understood that. 

Senator Brewster. I said, as far as I was concerned. 

Mr. DeWrnp. You don’t know of any connection Grunewald had 
with Shimon ? 

Senator Brewster. No. Shimon came to my office twice, and once 
before this and once afterward. Later I appeared before the grand 
jury and gave a complete statement of the situation, and subsequently 








2942 INTERNAL REVENUE INVESTIGATION 


two representatives of the District Attorney’s office came to me and 
wanted to know if I would testify in a trial to convict this man of 
perjury, the man who had been shadowing me. I told them I would 
ve glad to. I gave them the names of several responsible parties in 
this community who could verify my statements and trace the entire 
matter to its source. 

I never heard anything more about the matter thereafter. If the 
reports I read were true, they would have uncovered a good many of 
the transactions which I think the Crime Committee is still inter- 
ested in. The matter was dropped at that point. 

Mr. DeWrnp. That is all the questions I have. 

Senator Brewster. I may add that I have this $2,500 item here 
from my correspondence, as it was apparently covered by two checks 
in October, the October 19 items, that I sent the $2,500 from the cam- 
paign committee out there to Mr. William Stern on October 17, which 
my records shows. Apparently these checks were endorsed over and 
I should judge from the record that it then came back and may have 
passed through Mr. Grunewald’s account simply as a cash trans- 
action, if it had already been paid, though my own recollection would 
be that I had made it myself. There is some complication in the 
thing, but I think that explains the October 19 transaction. 

Mr. DeWrnp. It was on October 19 that Mr. Grunewald sent you 
$2,500, or drew a check to your order for $2,500 ? 

Senator Brewster. I don't know whether it was a check, but I find 
on October 17 I sent—Senator Young sent me the two checks covering 
the $2,500. 

Mr. DeWinp. This check for $2,500 drawn to your order on October 
19 is endorsed “For deposit only, credit of Doris—Brewster, Doris 
Owen Brewster” or something like that, and below that “Dorothy 
Brewster.” 

Senator Brewster. Evidently the $2,500 checks which I referred to 
in this letter of Senator Young on October 17 must have been endorsed 
to Henry Grunewald, though it had already been paid, so we gave the 
checks to him and he gave me his check in return. 

You say that is made out to Dorothy Brewster? 

Mr. DeWrinp. Made out to your order and endorsed over by you. 

Senator Brewster. She associated with me in the endorsement of 
the note. So I think that is what explains that October 19. 

Mr. DeWinp. I was trying to tie it into the deposits that were 
deposited back in August, which totaled $10,000, as having been 

Senator Brewsrer. It was my recollection that I had put that money 
in myself and that Grunewald has subsequently paid this. His rec- 
ords would apparently indicate that he had paid it. In either event, 
I am certain it was only $10,000 altogether. 

Mr. DeWrnp. I guess the mystery persists, then. It would look as 
though even in October, having paid it in August, there is another 
$2,500 turned over to you by Mr. Grunewald in October. 

Senator Brewster. The fact that Senator Young forwarded me 
these checks for $2,500 at that time involved in this transaction leads 
me to think that record is correct. I think the record is more likely 
in that earlier $3,500 item. I think that is where a mistake, if any, 
has been made, either in their records or in mine. 
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Mr. DeWinp. You are inclined only to believe $7,500 was received 
by you in August and $2,500 in October ¢ 

Senator Brewster. Yes; or else this was simply a wash transaction, 
the $2,500 having been earlier paid, but I don’t think that was the way 
it happened. 

Mr. DeWinp. It doesn’t seem to be so since this check was endorsed 
over by you to Mrs. Brewster. 

Mr. Kean. Mr. Chairman, as I understand it, when they went over 
these checks, the accountant went over these checks with Mr. Grune- 
wald. Mr. Grunewald just picked out certain items which he said 
were refunds or exchanges. Knowing there would be an exchange of 
$2,500, he very well may have picked out a $2,500 item up in August 
and not the actual amount, but paid it back in October. 

Senator Brewster. I think that probably happened. He saw these 
all together and thought that. 

Mr. Kean. And marked them “Br” or whatever he did. 

Senator Brewster. I think that is probably what happened. 

Thank you very much for giving me this opportunity to appear so 
promptly in the matter. 

Chairman Kine. You are welcome. 

The committee is stil] in session, gentlemen. Mr. Stearns, please. 


TESTIMONY OF JOSEPH STEARNS, WASHINGTON, D. C.—Resumed 


Mr. DeWinp. Mr. Stearns, you have already set forth the total 
amount of the income shown in the 1949 and 1950 returns of Mr. 
Grunewald, a small portion being identified and the largest portion 
of it unidentified ? 

Mr. Srearns. That is right. 

Mr. DeWinp. Can you say what the total amount of the cash de- 
posits were in 1949 and 1950, the unidentified cash deposits 

Mr. Srearns. In 1949 it was $116,193. 

Mr. DeWrnp. Those are cash deposits unidentified / 

Mr. Kean. $116,193 ¢ 

Mr. Srearns. $116,193. 

Mr. DeWinp. 1950? 

Mr. Srearns. $117,781.51. 

Mr. DeWrnpv. Those are all unidentified cash deposits / 

Mr. Srearns. That is right. 

Mr. DeWinp. Can you tell the committee the approximate or ex- 
act net income shown on the returns for those 2 years / 

Mr. Stearns. The net? 

Mr. DeWinp. Yes. Would the net income be substantially less than 
the gross? , 

Mr. Stearns. Yes. I beg your pardon. No; not substantially less. 
I would say about $4,000 or $5,000 off of that for deductions. 

Mr. DeWInp. So the net income reported is in excess of $110,000 

Mr. Srearns. That is right. 

Mr. DeWrnp. For both years? 

Mr. Srearns. That is right. 

Mr. DeWinp. How about 1948? 

Mr. Stearns. You have my file there. 
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Mr. DeWrnp. Do you have the retained copy of the 1948 return 
that you prepared ? 

Mr. Srearns. Yes, sir. 

Mr. DeW inp. What is the gross income shown on that return? 

Mr. Srearns. $62,216.22. 

Mr. DeW inv. What portion of that is unidentified as to source ? 

Mr. Srearns. About $30,000. 

Mr. DeWinpv. What is the net income shown on the return, the 
taxable income before exemptions? 

Mr. Srearns. $57,398.93. 

Mr. DeWinp. With respect to 1947, would you answer the same 
question ¢ 

Mr. Srearns. Yes: for 1947 there were $37,000 unidentified. 

Mr. DeWinp. How much was identified ? 

Mr. Srearns. $20,372.60. 

Mr. DeWrnp. What was the total net income? 

Mr. Srearns. $49,110.56. 

Mr. DeWinv. Could you just give the same information for 1946? 

Mr. Srearns. The unidentified cash receipts were $31,000. The 
total income was $30,457. 

Mr. DeWinp. The total net income? 

Mr. Srearns. That is right. 

Mr. DeWinv. What was the amount of the identified items? 

Mr. Srearns. Let’s see. There was about $11,250, of which there 
were some expenses, which amounted to $2,457. 

Mr. DeWrnp. Thank you. 

I give you the 1945 return. 

Mr. Srearns. For 1945 there was $17,000 unidentified cash receipts. 
The total income was $25,786. The net was $24,845.76. 

Mr. DeWinp. Can you give us the same information for 1944, 
please ? 

Mr. Srearns. For 1944, there were $26,000 cash receipts unidenti- 
fied. The net income was $27,685.89. 

Mr. DeWrnp. The identified income? 

Mr. Srearns. The identified was about $2,500. 

Mr. DeWrnp. Will you just give us the same information for 1943? 
I think that would complete the pattern of the returns. 

Mr. Srearns. For 1943, there was $12,000 unidentified. The identi- 
fied income was $17,500. The net income was $25,845. Wait a min- 
ute. Iam wrong there. 

The net there was $23,245.29. 

Mr. DeWtnp. How many of these tax returns have been subjected 
to audit by the Bureau of Internal Revenue ? 

Mr. Stearns. All returns up through 1948. 

Mr. DeWrnp. Each year’s has been audited, through 1948? 

Mr. Srearns. 1943 and 1944 were audited and there was a refund 
due him of about $1,500 which was lost in the Bureau. Someone sat 
on it for about 2 years and he never got that refund. Then it was 
outlawed. 

He asked me not to file a claim on that. He said, “I paid the tax,” 
and I didn’t file a claim, although the agent who examined had pro- 
posed that overassessment. 

Mr. DeWinp. Through 1948 the returns were audited ? 

Mr. Srearns. That is right. 
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Mr. DeWinp. Now, 1949 and 1950 are under audit ? 

Mr. Stearns. That is right. 

Mr. DeWrnp. That audit was started in November of 1951? 

Mr. Srearns. November 30, 1951. 

Mr. DeWinp. As to all of the audits up to and including 1948, how 
did the agents go about auditing those? 

Mr. Srearns. They were in in my office, looked over the file, and 
made their individual examinations of the bank records. Since the 
time the agent first came in, Mr. Grunewald did not go to the safe- 
deposit box. He went to the box in the presence of myself and the 
agent. He counted all the cash in the box and the contents. 

Mr. DeWinp. Was that in every year? 

Mr. Stearns. That was covering the 4-year period, 1945, 1946, 1947, 
and 1948. 

Mr. DeWinp. When those 4 years were audited together ? 

Mr. Srearns. That is right—in October, 1949; that was my recol- 
lection. 

Mr. DeWrnp. At that time the agent asked to be shown the safe- 
deposit box ? 

Mr. Stearns. I asked Mr. Grunewald not to go in the box until the 
agent was through, and ready to go to the box in his presence. 

Mr. DeWrnp. The agent examined the box in the presence of you 
and Mr. Grunewald ? 

Mr. Srearns. That is right. At the same time, while we were there 
we examined the contents of the box. Mr. Grunewald pulled out of 
own pocket $4,500. He said, “I haven’t had a chance to put this in the 
box. Add this to your receipts.” That is part of the record. 

Mr. DeWinp. Did the Bureau agent identify or ask identification 
of the source of all of these cash deposits ? 

Mr. Srearns. He did. 

Mr. DeWinp. What was the answer to that ? 

Mr. Stearns. Mr. Grunewald told him they were from gambling 
activities; principally horse racing. 

Mr. DeWinp. Mr. Grunewald told that. personally to the revenue 
agent; that these were gambling winnings in all years? 

Mr. Srearns. That is right. 

Mr. DeWrnp. Principally from the horses? 

Mr. Stearns. That is right. 

Mr. DeWinp. Did the agent question that in any way? 

Mr. Srearns. No; he accepted the explanation. I think he did, 
anyway. 

Mr. DeWinp. Was Mr. Grunewald under oath when he made that 
statement ? 

Mr. Stearns. No; I don’t think he was. 

Mr. DeWinp. The agent did not attempt to take that testimony 
under oath ? 

Mr. Srearns. No. It was over in my office and when he had all 
the records before him. then he called in Mr. Grunewald and asked 
him: “Where did vou get this money from?” 

Mr. DeWinpv. How about the audit of the vears 1949 and 1950— 
was that conducted in the same manner? 

Mr. Stearns. That is not complete vet. November 30, these two 
agents came to me and told me they had his returns for audit, and 
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wanted my retained copy of the 1950 return. They had not had a 
1950 return with them. 

I gave them the 1949 and 1950 file. I said, “Take it back with 
you and look through it and return when it serves your purpose.” 

Mr. DeWinp. Did they request access to the safety-deposit box? 

Mr. Srearns. They wanted to see Mr. Grunewald at the time. He 
was not there—he was in the hospital then. 

Mr. Byrnes. That is November 30! 

Mr. Srearns. November 30, 1951. 

Mr. Byrnes. This is last November? 

Mr. Srearns. That is right. 

Mr. DeWinp. So they have not had access to the box in connection 
with this audit as yet? 

Mr. Srearns. Not yet. 

Mr. DeWinp. Did they get the same explanation of the source 
of the approximately $233,000 of cash deposits for these 2 years? 

Mr. Srearns. They have not completed their examination yet and 
they wanted to see Mr. Grunewald to ask him to explain it. 

Mr. DeWinp. He told them that was gambling winnings? 

Mr. Srearns. He hasn’t seen them at all. 

Mr. DeWinp. He has told you that? 

Mr. Stearns. That is right. 

Mr. DeWrnp. As you know, Mr. Stearns, the tax returns report 
that as brokerage fees and commissions. There is no basis whatever 
for describing them that way ? 

Mr. Stearns. It is just merely a name so as to get it in the re- 
turn and get the tax computed. That is all. If you call it gambling 
or wagering 

Mr. DeWrnp. I think you testified earlier you did not wish to re- 
port large gambling winnings which might indicate that Mr. Grune- 
wald was a professional gambler; is that right? 

Mr. Srearns. That is right. 

Mr. DeWinp. You did not believe he was? 

Mr. Grunewacp. When you say a “professional,” I think you imply 
someone who conducts an establishment. He doesn’t conduct an 
establishment. 

Mr. DeWinp. You did not believe that was the source of the income? 

Mr. Srearns. I don’t believe it. He never lied to me in the 30 years 
I have known him. 

Mr. DeWrnp. You think this was winnings from horse racing? 

Mr. Srrarns. It is hard to believe it is, but he has never lied to me. 

Mr. DeWrnp. You find the credulity a bit strained ? 

Mr. Srearns. That is a question of judgment there. 

Mr. DeWtnp. That is all I was asking, your judgment. You never 
received any proof of the fact these cash deposits did, in fact, all result 
from gambling winnings? 

Mr. Srearns. No, sir. 

Mr. DeWrnp. Have the agents of the Bureau of Internal Revenue, 
in connection with this November 1951 audit, taken any position about 
the failure to keep records identifying the sources of this income ? 

Mr. Stearns. They pointed out that hereafter the Bureau was going 
to enforce the rules with regard to records, and to put him on notice to 
that effect from that time on. 
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Mr. DeW inp. So they have made formal notification ¢ 

Mr. Srearns. Just orally, to me. 

Mr. DeWrnp. But direct notification to you they would expect Mr. 
Grunewald to maintain records ¢ 

Mr. Srearns. That is right. 

Mr. Kean. They said it was all right in the past but not in the 
future ¢ 

Mr. Stearns. They said from here on they wanted records and “if 
you don’t keep the records, we are going to invoke the regulations and 
apply a penalty, even though you report all your income and pay 
your tax.” They would still put a penalty on for failure to keep 
proper records. 

Mr. DeWinp. They did not say why they did not want to do that in 
the past ¢ 

Mr. Srearns. If the income was reported, they were not so careful 
about the actual records. If you failed to report your income, then 
they would make up their own records and they would assert penalties 
for failure to keep records where there was a deficiency. 

Mr. Kean. The provision that you have to keep records has been in 
there a long time? 

Mr. Srearns. That is right. 

Mr. Byrnes. Did the agent who examined the returns for 1949 make 
any comment upon the fact that large amounts of income were 
unidentified ¢ 

Mr. Srearns. Yes, sir. 

Mr. Byrnes. What did he say / 

Mr. Stearns. He said, “I want to examine the box, and talk to Mr. 
Grunewald.” 

That is all. 

Mr. Byrnes. He did not say anything about being more definite in 
reporting the source of income ? 

Mr. Srearns. Oh, yes, he did. He would like to know, he was 
anxious to know the sources and when the income was received, and 
the amounts. 

Mr. Byrnes. He wanted to know it, but as far as the manner in 
which Mr. Grunewald’s returns were filed, did he make any comment 
on the fact that the income was reported only as a round figure, with an 
indefinite source ¢ 

Mr. Stearns. He asked me about that. I told him, I said my pri- 
mary concern was to get it on the return first, and let’s balance it with 
the records later. 

Mr. Byrnes. I don’t know whether you understand me. I am talk- 
ing about the manner in which it was reported on the return. 

Mr. Srearns. That is right. 

Mr. Byrnes. Did he make any statement that he should be more 
definite in identifying the sources on the return itself? 

Mr. Srearns. I showed him my work sheets as to how I determined 
it. Hetook them along with him and madea copy of them. 

Mr. Byrnes. What about the manner in which the return itself was 
made out ¢ 

Mr. Srrarns. He made a comment on the fact that records did not 
show details. I said that was all I had. 

Mr. Byrnes. Did he suggest that Mr. Grunewald better keep some 
0ks ? 
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Mr. Srearns. From November 31, on. 

Mr. Byrnes. I am talking about the 1949 examination. 

Mr. Srearns. That is a her he is examining. He didn’t come in 
until November 30, 1951, to examine the 1949 returns. 

Mr. Byrnes. I am talking about the audit that was made in 1949 
which covered the year 1948. 

Mr. Srearns. I see what you mean. He didn’t make any comments 
about the records. He was concerned about the income being re- 
ported. 

Mr. Byrnes. That agent had knowledge at that time that Mr. 
Grunewald was reporting the greater portion of his income in an 
indefinite way, as far as source was concerned ? 

Mr. Srearns. That is right. 

Mr. Byrnes. That didn’t concern that agent at all? 

Mr. Srearns. No. He made no comment on it. 

Mr. Byrnes. He made no suggestion to you that if you were going 
to continue to make out Mr. Grunewald’s returns, you should be more 
definite as to the source of income? 

Mr. Srearns. He didn’t suggest that; no, sir. 

Mr. Byrnes. Did he suggest anything by way of keeping books and 
records ? 

Mr. Srearns. No, sir. 

Mr. Byrnes. The first time that was suggested to you by anybody 
from the Bureau was subsequent to November 1951, is that right? 

Mr. Srearns. That is right. 

Mr. Byrnes. Maybe the activities of this committee have had a 
good effect, at least as far as that is concerned. 

Mr. Srearns. That is what he had in mind. 

Mr. Byrne. What about this refund due Mr. Grunewald by reason 
of certain overpayments in 1943 and 1944? 

Mr. Srearns. It was 1943. He received four monthly checks of 
$1,500 apiece from the late Henry W. Marsh, but there were five 
deposits of $1,500 Mr. Grunewald couldn't identify. He told me that 
five came from Mr. Marsh. 

Later on when I received the statement from Mr. Marsh’s office, it 
showed only four payments as having been made. 

When the agent came in to examine the return, I pointed this out 
to him and showed him the letter. Then he examined the other rec- 
ords, took them down with him to the office, made some verifications 
down there, and he came back with this proposed overassessment. 

Mr. Byrnes. Overassessment ¢ 

Mr. Srearns. A refund—which we never got. 

Mr. Byrnes. What was the amount of that refund that the agent 
determined was due Mr. Grunewald ? 

Mr. Srearns. About $1,500, I think. There were some other ad- 
justments besides that. I don’t have the exact amount. 

Mr. Byrnes. There was a determination that there was about $1,500 
due Mr. Grunewald from the Government as a result of this 1943-44 
transaction ? 

Mr. Srearns. You are right. 

Mr. Byrnes. Did you ever file for a refund ? 

Mr. Srearns. No. Mr. Grunewald asked me not to. 

Mr. Byrnes. Why? 
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Mr. Stearns. He said. “I paid the tax and let’s forget about it.” 

Mr. Byrnes. Why forget about $1,500 

Mr. Srearns. You will have to ask Mr. Grunewald that. 

Mr. Byrnes. Didn’t you suggest to him that the agent had audited 
it and it was found due and owing and, therefore, the only thing he 
had to do was to file the claim ? 

Mr. Srearns. He didn’t have to file a claim. He signed a waiver 
that the agent presented to him. Then when it lagged for so long, I 
said, “Why don’t we get in and file a claim?” He said, “I don’t want 
to bother.” He said, “I paid atax. Let’s forget about it.” Those were 
his words to me. 

Mr. Byrnes. Did you tell him there was not any trouble, as far as 
getting it was concerned ? 

Mr. Srearns. He knew that. I said, “We can get that in a second 
He said, “No; let it go.” 

Mr. Byrnes. Do you suppose he figured maybe the Government was 
entitled to that $1,500? 

Mr. Srearns. No; I can’t say that. He didn’t want to bother with 
it. He said, “I paid the tax. Let’s forget about it.” 

Mr. Byrnes. Would not he have thought they might go into a 
closer audit of the accounts? 

Mr. Srearns. This fellow made a close audit. He was up to the 
office for 4 or 5 days checking the records and bank statements and 
verifying certain items from Florida and some other places. 

Mr. Byrnes. He could not verify Mr. Grunewald’s income sources 
better than the boys that are trying to find it out now ¢ 

Mr. Srearns. Not the sources, but he verified the amount of the 


ar) 


Income. 

Mr. Byrnes. Did Mr. Grunewald ever make out a net-worth state- 
ment ¢ 

Mr. Srearns. Not to my knowledge. 

Mr. Byrnes. He never made a check on the basis of a net-worth 
statement ¢ 

Mr. Srearns. No, sir; it was merely bank deposits, expenditures, 
and money in safe-deposit boxes. 

Mr. Byrnes. That is, expenditures that could be traced through 
these three sources? 

Mr. Srearns. That is right. 

Mr. Byrnes. No effort was made to reconstruct his expenditures 
and his income on the basis of a net-worth statement ? 

Mr. Srearns. Something like that; yes. 

Mr. Byrnes. They never did object on the basis of a net-worth 
statement ? 

Mr. Stearns. Not net worth, but receipts and disbursements; yes. 

Mr. Byrnes. That is all. : 

Mr. DeWrnp. Mr. Stearns, I was interested in what vou said about 
the income of Mr. Grunewald being verified by these audits. With 
out disparaging your efforts to make this a full and complete return 
in every way that you could, I do not see how either you or the inter 
nal-revenue agents could be said to have verified Mr. Grunewald’s 
income. 
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As I see it, what happened is this: The agents have available to 
them the bank deposits. 

Mr. STearns. That is right. 

Mr. DeWrnp. They have available to them an examination on one 
date of Mr. Grunewald’s safe-deposit box. 

Mr. Srearns. That is right. 

Mr. DeWrnp. That is all? 

Mr. Srearns. Then, of course, my work sheet would show some- 
thing, show disbursements and receipts from all sources. 

Mr. DeWrnp. But they only show such cash as may appear in the 
bank deposits? 

Mr. Srearns. Plus the expenditures which were made outside of the 
bank, plus an amount which, in Mr. Grunewald’s mind, he told me he 
nahend during the year. 

Mr. DeWrnp. But you can’t verify what is in his mind? 

Mr. Srearns. That is right. 

Mr. DeWrnp. So there is no verification of his income at all? 

Mr. Srearns. Not down to the last nickel. 

Mr. DeW rnp. Not down to the last $100,000. 

Mr. Srearns. I wouldn’t say that. He was borrowing money lately, 
so he couldn’t have had that. 

Mr. DeWinp. That may be, but there is no way short of disclosing 
the source of the income by which it can be substantially verified ? 

Mr. Srearns. That is right. 

Mr. DeWinp. Take the safe-deposit situation. As I understand it, 
once a year you would go into the box and examine it with Mr. Grune- 
wald? 

Mr. Stearns. Whenever I wanted to I would ask him: How much 
money is in the box? 

Mr. DeWinp. That would be once a year? 

Mr. Stearns. When the agents came to me or came to him he would 
not go near the box. 

Mr. DeWinpv. You and the agents were in the same spot. You would 
see the box once in a year and the agents would see it once a year? 

Mr. Srearns. As soon as you start an investigation that gives Mr. 
Grunewald some chance to go into the box and manipulate if he wanted 
to, but by not going to the box as soon as the agent notified him that 
would show good faith that he was doing no manipulating. 

Mr. DeWrnp. The cash that is deposited in the bank, do I under- 
stand Mr. Grunewald would go to the box, bring that cash up, and 
deposit it in the bank account ? 

Mr. Srearns. That is right. 

Mr. DeWrnp. So, as far as your records are concerned, in checking 
up on income, you have to check on whatever he decides to bring up? 

Mr. Srearns. Plus what is in the box at the end of the year. 

Mr. DeWinv. What is in the box on one date? 

Mr. Srearns. That is right. 

Mr. DeWinpv. In between the date that you go to the box at the end 
of the year, or after the end of the year, isn’t Mr. Grunewald in and 
out of that box all the time ? 

Mr. Stearns. Yes. The bank records show that. 

Mr. DeWrnp. I have here a list of the visits Mr. Grunewald made 
to his safe-deposit box covering the period from 1946 to 1950. I sup- 
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ose from looking at this list that Mr. Grunewald must have been 
into that box on the average of at least, roughly, once a week during 
all that time, and possibly more frequently. 
Mr. Chairman, could we have made a part of the record a list of the 
visits, taken from the bank records, Mr. Grunewald made to the safe- 





deposit box ¢ 


Chairman Kine. If there is no objection, it will be so ordered. 


(The document referred to is as follows:) 


Bor No. 1300 


GRUNEWALD’s Visits To SAFE Deposir Boxes 


1946—February 4 
February 7 
February 11 
March 26 
April 8 
April 11 


1946—January 3 
January 4 
January 4 
January 5 
January 14 
January 15 
January 21 


ty 
~ 


January 
January 29 
February 4 
February 5 
February 11 
February 16 
February 23 
March 4 
March 5 
March 
March 
March § 
March 14 
March 25 
April 3 
April 17 
April 18 
April 19 
April 22 
April 23 
April 24 
April 25 
April 29 
April 30 
May 1 
May 4 
May 6 
May 13 
May 17 
May 20 
May 22 
May 23 
May 24 
May 25 
May 27 
May 29 


S— iE? 2 a 


1946—May 17 
August 7 
September 19 
September 30 
October 8 
October 15 


Bor No. 270 


1946—October 21 
November 14 
November 20 
November 29 
December 9 

Total, 17. 


This box later transferred to box No. 1788] 


1946—June 1 
June 3 
June 4 
June 5 
June 7 
June 8 
June 11 
June 14 
June 17 
June 19 
June 20 
June 22 
June 24 
June 25 
June 26 
June 27 
June 29 
July 1 
July 5 
July 6 
July 8 
July 15 
July 18 
July 19 
July 22 
July 29 
July 30 
August 1 
August 2 
August 7 
August 8 
August $ 
August 12 
August 13 
August 14 
September 3 
September 6 
September 9 
September 10 
September 12 
September 13 
September 16 
September 17 


~ 


1946—September 18 
September 19 
September 30 
October 1 
October 4 
October 7 
October 8 
October 9 
October 10 
October 11 
October 14 
October 15 
October 23 
October 25 
October 28 
November 4 
November 5 
November 6 
November 7 
November 7 
November 14 
November 19 
November 20 
November 25 
November 
December 
December 
December 
December 
December 6 
December 9 
December 10 
December 16 
December 17 
December 18 
December 19 
December 20 
December 24 
December 26 
December 27 
December 30 
December 31 

Total, 128. 


am | 
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Bow No. 1800 


1947—J une 20 
October 13 
November 19 
November 24 

Total, 4. 


Box No. 270 and bor No. 1718 


[Box No. 270 was transferred to box No. 1788 May 2, 


1947—January 2 1947—February 10 1947 
January 3 February 11 
January 6 February 17 
January 8 February 17 
January 9 Ie bruary 18 
January 13 February 19 
January 14 February 20 
January 15 February 21 
January 20 February 24 

. January 21 February 25 
January 22 February 28 
January 27 March 3 
January 29 March 4 
January 31 March 5 
February 3 March 6 
February 5 March 7 
February 6 March 12 
February 6 March 13 
February 7 March 14 


[Box No. 270 now transferred to box No. 1788] 


1947—May 2 1947—June 27 1947 
May 6 July 3 
May 8& July 9 
May 9 July 10 
May 12 July 14 
May 13 July 18 
May 14 July 22 
May 16 July 28 
May 19 August 1 
May 20 August 4 
May 26 August 5 
May 27 August 7 
May 28 August 8 
May 29 August 25 
June 2 August 28 
June 3 August 28 
June 4 August 28 
June 5 September 5 
June 9 September 8 
June 9 September 1 
June 10 September 17 
June 11 September 19 
June 13 September 23 
June 16 September 25 
June 18 September 29 
June 19 October 1 
June 24 October 3 
June 25 October 6 
June 26 October 9 


No bow number indicated 


1947—September 19 
October 13 
October 21 

Total, 3. 


1947] 


March 17 
March 20 
March 25 
March 25 
March 27 
March 28 
March 31 
April 1 
April 3 
April 4 
April 8 
April 11 
April 14 
April 15 
April 24 
April 24 
April 25 
April 28 
April 29 


October 10 
October 13 
October ] 
Chet rhe r 1D 
October 1 
rT 


Octoln 
Octobe 
Octobe 

October oF 
November 
November 
November 
November 
December 
December 
December 


) 
1 
oO” 


December 5 


December 
December 
December 
December 
December 
December 
December 
December 
December 


13 
14 
4 
> 


10 
11 
15 
19 
22 
23 
24 
29 


31 


Total, 141. 














1948—March 12 


June 7 


a 


1948—January ¢ 
January 
January 
January 12 
January 15 
January 16 
January 1 
January 19 
January 26 
January 28 
January 29 
February 2 
February 4 
February 5 
February 9 
February 11 
February 16 
February 18 
February 19 
February 24 
February 26 
March 3 
March 4 
March 8 


— 


1948—.June 4 
June 7 
June 8 
June 15 
June 17 
June 18 
June 21 
June 30 
July 9 
July 14 
July 16 
July 20 
July 29 
August 2 
August 3 
August 4 
August 10 
August 13 
August 30 
August 31 
September 1 
September ? 


INTERNAL 


1948- 


1945- 


1948 


1949 


19 19— 


REVENUE 


Box No. 1300 


September 1 
October 29 
Bor No. 1788 
March 12 
March 15 
March 16 
March 18 
March 22 
March 25 
March 26 
March 2 
March 31 


April 1 
April 5 
April 7 
April 9 
April 13 
April 14 
\pril 19 
April &) 
April 21 
April 28 
April 27 


April 29 
May 3 

May 5 

May 6 

Boz No. 1777 


September 3 


September 15 
September 15 
September 17 
September 21 
September 22 
Septe ober <S 


September 2 
September 30 
tober 1 
etober 4 
tober 4 
tober 7 
kectober S 
tober 1 
tober 1 
ectober 1 

rl 

ei 


i~ fn fi tn fn tn fe 


October 
October 
October 20 
November 1 


November 3 
Bow No. 1300 


January 7 
January 27 
March 14 
November 2 
Total, 4. 


Box No. 1788 


September 9 
December 12 


Total, 2. 
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1948— December 30 
Total, 5. 


1948— May 7 

May 10 

May 13 

May 14 

May 18 

May 21 

May 24 

June 1 

June 7 

June 8 

June 10 

June 16 

July 7 

July 8 

August 11 

August 26 

September 15 

September 28 

October it 

October 20 

December 20 

December 23 

December 30 
Total, 71. 


November 5 
November 
November 
November 
November 17 

r 

ir 

Tr 

rT 

r 

r 


1948 


Novembe 
Novembe 
Novembe 
Decembe 
Decemlh 
Decembe 
December 13 
December 16 
December 17 
December 2 
December 22 
December 23 
December 27 
December 29 
December 31 
December 31 

Total, 65. 
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Bow No. 1777 


1949—January ¢ 1949—April 14 1949—August 15 


January 6 April 15 August 16 
January 7 April 18 August 22 
January 10 April 20 August 23 
January 11 May 6 August 24 


January 12 May (date illegible) September 12 


January 13 May 24 September 13 
January 14 May 27 September 19 





January 17 May 31 September 21 
January 27 June 3 September 23 
January 28 June 6 September 23 
January 31 June 7 September 27 
February 2 June 10 October 3 
February 3 June 13 October 13 
February 4 June 15 October 17 
February 7 June 17 October 21 
February 8 June 21 October 24 
February 10 June 23 October 26 
February 11 June 28 November 1 
February 14 June 29 November 2 
February 23 July 1 November 3 
March 3 July 5 November 4 
March 14 July 6 November 8 
March 15 July 11 November 10 
March 22 July 11 November 25 
March 23 July 12 December 5 
March 28 July 21 December 12 
March 29 July 22 December 14 


March 30 July 25 December 15 
April 1 July 27 December 21 
April 4 August 2 December 30 
April 6 August 3 Total, 99. 
April 7 August 5 

April 8 August 8 

Boz No. 1788 
1950—January 17 June 7 October 4 

March 3 June 12 December 20 
March 8 June 18 Total, 10. 


March 14 September 18 


Bor No. 177 


1950—January 5 March 1 May 3 
January 13 March 8 May 8 
January 17 March 8 May 9 
January 26 March 14 May 16 


January 30 
February 3 
1 


March 20 
March 24 


May 19 
May 29 


February 13 April 24 November 2 
February 14 April 28 Total, 25. 
February 16 May 1 


Bor number not indicated 


November 2 
Total, 3. 


1950—January 5 
May 29 


Mr. DeWrnp. In 1950, he was in January 5, January 13, January 
17, 26, 30; February 3, 13, 14, 16, and so on. 

With all those visits, what you are saying is that you take Mr. 
Grunewald’s word what his income was, and the Government is not 
quite as well off as you because they don’t see the box until 2 years 
later. 
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Mr. Stearns. We make an effort to ascertain his earnings. That is 
all we can do. 

Mr. DeWinp. I am not disparaging your efforts to ascertain them. 
I am simply saying that, the way Mr. Grunewald operates, neither 
you nor anyone else can verify his income. 

Mr. Srearns. That is a matter of opinion, I guess. 

Mr. DeWinp. Wouldn't you agree with that opinion? 

Mr. Stearns. No; I wouldn't because I think he is honest. 

Mr. DeWinpv. How can you say when you do not have any more 
than his word ! . 

Mr. Srearns. I know him well enough not to lie. 

Mr. DeWrnp. That is an opinion as to whether he is telling the 
truth or not, but when the Federal Government wants to verify it, or 
if you want to verify it, apart from taking his word, there is nothing 
you can do? 

Mr. Srearns. You are right. 

Mr. DeWinp. The reason I go into that is because there are require- 
ments in the Internal Revenue Code with respect to record keeping, 
and, as I recall, penalties for willful failure to maintain records to 
identify income are listed. It might be a matter of interest to this 
committee whether that has been adequately enforced as a provision, 
or whether additional legislation is necessary in order to permit 
verification of income. 

Mr. Srearns. I think the penalties are only imposed when there is 
a deficiency, not when a tax is fully accounted for. 

Mr. DeWrnp. The audit process these agents follow is to come in 
town, and they talk with you and you show them bank deposits. They 
take a look at the safety deposit box, whatever Mr. Grunewald decides 
they ought to see. Then what they see, well, that is the end of the 
investigation. : oP 

Mr. Srearns. They take enough of your time doing it. 

Mr. DeWinp. A pretty fruitless kind of audit, isn’t it? 

Mr. Srearns. You say it is what ¢ 

Mr. DeWinp. Fruitless. 

Mr. Srearns. Fruitless! 

Mr. DeWtinp. Worthless from the point of view of real verifica- 
tion ? 

Mr. Srearns. I wouldn’t say that exactly. 

Mr. Byrnes. What would prevent Mr. Grunewald, for instance, 
in 1951, having received $50,000 income from some source or other in 
let us say May, from going to the bank in June and drawing $50,000 
out of his safe-deposit box and spending it in cash for something or 
other. That will not show up as cash in his safe-deposit box when it is 
examined by an examiner in November, and it will not show up in his 
checking accounts. It will not show up any place at all in these sources 
that you and the agents of the Bureau use to determine the source of 
income, would it? 

Mr. Srearns. I explained that before; that I do discuss with him 
any cash disbursements he has made during the year before I arrive 
at his earnings for the year. 

Mr. Byrnes. That depends entirely upon his individual honesty. 

Mr. Stearns. That is right. 

Mr. Byrnes. There is no way of checking it and verifying it? 

Mr. Stearns. No, sir. 
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Mr. Byrnes. The Government does not depend upon the honesty of 
all taxpayers; why should they depend on the veracity of Mr. Grune- 
wald in this case to verify the sources of his income and the amount 
of his income? 

Mr. Srearns. They have verified his expenses as well as his income. 

Mr. Byrnes. How are they going to verify an expense of that kind 
if he pulls it out in cash and spends the cash ? 

Mr. Srearns. If you spend that much cash, it is going to show up 
some place. 

Mr. Byrnes. He was doing gambling? 

Mr. Srearns. Yes, sir. 

Mr. Byrnes. He gets $50,000 as income, let us say, in May 1951, 
but he pulls that $50,000 out in June of that year from the box. He 
goes down to the race track. He loses it all. That was $50,000 of 
income that was taxable income, wasn’t it, but will never show up 
any place? You will probably have an awful time verifying it was 
not spent, because it won’t show up as an expenditure. 

Mr. Stearns. If it is gambling losses, you only report your net win- 
nings. You do not report any losses in excess of your winnings. You 
can deduct them up tothe extent of your gains, and nothing else. 

Mr. Byrnes. Let’s say he gives the $50,000 away. 

Mr. Srearns. We would not find out unless we knew who got it. 

Mr. Byrnes. He would still have $50,000 net income nobody could 
trace. 

Mr. Srearns. That is possible. 

Mr. Byrnes. There is not any verification of Mr. Grunewald’s 
sources of income or amount of income for these years except his 
word. 

Mr. Srearns. Outside of detailed records, you are right. 

Mr. Byrnes. That is not my understanding of the rule that is applied 
tu the average taxpayer in the country, 

Mr. Srearns. I know it isn’t. 

Mr. Byrnes. Even today, or 3 or 4 or 5 years ago. 

Mr. DeWinp. Mr. Stearns, on the copy that you prepared and re- 
tained, of the 1948 income tax, I see there is an item listed as “Other 
fees and commissions.” Then below that there is an item “Presidential 
election bets.” 

You did report these gambling winnings ? 

Mr. Srearns. He called me up before the election in 1948 and told 
me he was betting $2,000 on the election. I told him he ought to have 
his head examined, but at the same time he was still betting. 

He had odds of 10to 1. That was his winnings, $20,000; so I iden- 
tified that because I knew he was doing that before the election. 

Mr. DeWinp. He had no hesitancy in identifying these particular 
gambling winnings ? 

Mr. Srearns. That was before the election, when he told me about it. 

Mr. DeWtnp. So when it came down to specific gambling winnings 
of—— 

Mr. Srearns. I made a notation in the file. 

Mr. DeWrnp. You have “Other fees and commissions” for that year. 
I think you have already identified the amount of that as $30,000? 

Mr. Srearns. That is right. Those are gambling winnings, 

Mr. DeWtinp. They are not identified as such ? 
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Mr. Stearns. We call them fees and commissions just to designate 
them inthe form. That was all I was concerned about. 

Mr. DeWrnp. It would look as if, when Mr. Grunewald had specific 
gambling winnings, he would identify them ¢ 

Mr. Srearns. They were sizable sums. 

Mr. DEWIND. Sizable sums? 

Mr. Srearns. Even small sums. For instance, in 1950, he called 
me and told me that he had won $3,500 on the Florida primary elec- 
tion. That was listed separately on his return. When he could iden- 
tify them, I recorded them. 

Mr. DeWinv. When it came to $117,000 of gambling winnings, there 
was no identification ? 

Mr. Stearns. It might have been—well, that is true. 

Mr. DeWrnp. Does this contribute to straining your credulity a 
little further on the $117,000 ¢ 

Mr. Stearns. | am not a gambler, but it was pretty hard to believe. 
I am not a gambler myself. 

Mr. Byrnes. This showed on the face of his returns he had a great 
deal of confidence in the Democratic Party / 

Mr. Stearns. $500 it looks like. That was all. 

Mr. Byrnes. He figured there was advantage in letting the collector 
and the people in the Bureau know he had that confidence ¢ 

Mr. Stearns. That is not on the returns. 

Mr. Byrnes. The presidential-election bet / 

Mr. Srearns. Yes. 

Mr. Byrnes. He could not win unless he was betting on the Dem- 
ocratic candidate for President in that year. That would be the only 
way he would show a winning. 

Mr. Stearns. That is right. 

Mr. Byrnes. You don’t suppose there would be any advantage in 
having the Bureau realize that he had that confidence ? 

Mr. Srearns. No: he ealled me before the election. and told me 
about it then. I thought he was crazy, to tell you the truth. 

Mr. Byrnes. He also shows the other people in the following year 
that he had confidence back there when times were shakier and a lot 
of people did not have that confidence. 

Mr. DeWrnp. Mr. Stearns, in connection with the audit of the 1948 
return, was that conducted by Revenue Agent Leese / 

Mr. Srearns. Yes, sir. He had the 4 years, 1945, 1946, 1947, and 
1948. 

Mr. DeWinp. H. W. Leese / 

Mr. Srearns. That is right. 

Mr. DeWinp. Did Mr. Leese seek to reconcile bank deposits with in- 
come ¢ 

Mr. Srearns. Yes, sir. 

Mr. DeWinp. There were a number of sizable items of bank de- 
posits that were identified in the course of that audit as not being 
properly included in income; is that right 4 

Mr. Srearns. What is that? 

Mr. DeWinpv. There were a number of sizable cash deposits which 
Leese agreed should not be included in taxable income / 

Mr. Srearns. That is right. 
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Mr. DeWinp. I notice in those items there is a classification of loans 
repaid. One item is marked there in reducing the cash deposits as 
to which a question has been raised, “Maloney, $5,000.” What is 
that item ? 

Mr. Srearns. I think there is a letter attached to the return ex- 
plaining that. 

Mr. DeWrnp. Let me show you a photostatic copy of a letter and 
ask you if that is the letter you are referring to here? 

Mr. Srearns. That is right. 

Mr. DeWtnv. Can you read that letter, please, to the committee, 
together with the whole amount of the letter, the date and all? 

Mr. Srearns. That is dated October 19, 1949, William Power Ma- 
loney, counselor at law, 8 West Fortieth Street, New York City, ad- 
dressed to Joe Stearns, Esq., Warner Building, Thirteenth and E 
Streets NW., Washington, D. C.: 

Dear Str: I wish to confirm to you the fact that a check of my records shows 
that on January 21, 1948, I issued to Mr. Henry W. Grunewald my check to his 
order for $5,000. 

This check constituted repayment to Mr. Grunewald of moneys which I have 
borrowed from him at various times up to and including the year 1944. 


Very truly yours, 
WILLIAM POWER MALONEY. 


Special delivery. 

Mr. DeWinp. The next item on that is a loan of $2,500 marked 
“Senator Nye.” Can you identify that matter and how it was handled ¢ 

Mr. Srearns. That was the money which Senator Nye repaid, I 
think following—it was a loan made to him. 

Mr. DeW inp. How was it verified ? 

Mr. Srearns. That was verified at the Munsey Trust Co. I think 
when Senator Nye made the loan it was in the form of a note which 
Mr. Grunewald endorsed at the Munsey Trust Co. 

Mr. DeWinp. The revenue agents were able to identify that? 

Mr. Srearns. He went to the bank to check that. 

Mr. DeWrnp. In that connection, if this was a note endorsed, “Due 
to the Munsey Trust,” how did it get into Mr. Grunewald’s cash 
deposits ¢ 

Mr. Srearns. What is that? 

Mr. DeWtnp. This is a cash deposit to Mr. Grunewald’s account ? 

Mr. Srearns. I think Mr. Grunewald might have put up some col- 
lateral for that. I think it was May 1947. 

Mr. DeWinp. This $2,500 is a release of collateral from the bank? 

Mr. Srearns. That is right. 

Mr. DeWinp. Was it cash collateral ? 

Mr. Srearns. That was his way of doing business; yes. 

Mr. DeWinp. He put up cash collateral ¢ 

Mr. Srearns. There is a reason for it. He told me if he made the 
loan himself they might take longer to repay it, but if the bank made 
the loan they would repay prompt ly. 

Mr. DeWinp. A way of exerting pressure on the debtor? 

Mr. Srearns. What do you mean? Yes; you are right. 

Mr. DeW inv. Then there is an item of Mayberry-Pulley. What 
is that? 

Mr. Srearns. That was a fee for services. 
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Mr. DeWinp. It is under the “Loans repaid” column. As to all 
of these items of loans repaid, how did you learn of the fact that 
these various ng were indebted to Mr. Grunewald? 

Mr. Srearns. Not until they repaid the loans and Mr. Grunewald 
explained it to me. 

{r. DeWinp. Just by talking to Mr. Grunewald ? 

Mr. Srearns. That is right. 

Mr. DeWinv. How did you get this letter from Mr. Maloney, con- 
firming the fact that he had borrowed money from Mr. Grunewald 
prior to 1944? 

Mr. Srearns. I don’t recall the facts now because that happened 
2 or 3 years ago. It was dated October 1949. I am a little stale on 
my records. 

Mr. DeWinp. Did you get in touch with Maloney and ask him to 
write this letter / 

Mr. Srearns. I think I did. 

Mr. DeWinp. Did you write to him? 

Mr. Srearns. I think I might have called him on the telephone— 
I forget now. That was turned over to the agent for his records. 

Mr. DeWinp. I assume, however, you communicated with him and 
explained to him you needed this verification to support an internal 
revenue agent's audit ! 

Mr. Srearns. I suppose I did. 

Mr. DeWinp. So you notified Mr. Maloney this confirmation was 
needed to give as information to the Federal Government ¢ 

Mr. Srearns. That is right. I am almost sure that is what it was. 

Mr. Byrnes. Did he ever collect interest on these loans? 

Mr. Srearns. I don’t think so. 

Mr. Byrnes. You never reported any interest received as income? 

Mr. Stearns. No. He never asked for interest on loans. I don’t 
think he did. 

Mr. Byrnes. I am surprised he was not making more loans. 

Mr. Stearns. You make a lot of friends that way. 

Chairman Kine. Mr. Stearns, you may be excused. Would you 
remain available tomorrow by telephone, so that we may reach you? 

Mr. Srearns. From 10 o'clock on; yes, sir. 

Chairman Kine. Thank you, Mr. Stearns. 

Mr. DeWinpb. Mr. Stearns, how much notice will you require, if 
the committee needs you here tomorrow ¢ 

Mr. Srearns. I will be in the office if you want me. I will come 
down. 

Chairman Kine. Mr. Maloney, would you come forward, please? 
Would you be sworn / 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Mavoney. I do. 


TESTIMONY OF WILLIAM POWER MALONEY, COUNSEL TO 
HENRY W. GRUNEWALD—Resumed 


Mr. DeWinp. Mr. Maloney, Mr. Stearns, Mr. Grunewald’s account- 
ant, has testified here concerning a repayment by you in 1948 of $5,000 
on a loan that Mr. Grunewald had made to you, and he has identified 
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a photostatic copy of a letter dated October 19, 1949, addressed to 
him from you confirming that this check was ‘in repayment of a, 
$5,000 loan. 

Let me show you that letter, Mr. Maloney, and ask you if you did, 
in fact, write that letter to Mr. Stearns ? 

Mr. Matonry. Yes; I believe that is my signature on that letter. 

Mr. DeWrnv. Do you remember how that letter came to be written? 

Mr. Matonry. What is the date? 

Mr. DeWinp. October 19, 1949. 

Mr. Mavoney. I heard Mr. Stearns say that he probably got in 
touch with me and I would say that was probably what happened. 

Mr. DeWrnp. Do ‘you recall he did call you on the telephone? 

Mr. Mavonry. I wouldn’t know. 

Mr. DeWrnp. Yesterday, in the executive session of this committee, 
you were asked the following questions—— 

Mr. Mavonry. I recall very well. 

Mr. DeWrnv. Let me read it: 

I understand you never represented Mr. Grunewald in a professional capacity 
while you were in the Government service? 

Mr. MaLonry. Certainly not. 

Mr. Lyon. Did you ever receive any money from Mr. Grunewald while you were 
in the Government service? 

Mr. MALONEY. No, sir. 

Mr. Lyon. Did he ever loan you any money while you were in the Government 
service? 

Mr. MALONEY, No, sir. 

Mr. Lyon. Did he ever loan you any money prior to 1946? 

Mr. Maroney. No, sir: I was in the Government service until May of 1946. 
Is that an accurate transcript of your testimony ¢ 

Mr. Mavoney. It sounds like it isn’t, doesn’t it ? 

Mr. DeWrnp. In fact, while you were in Government, and prior 
to 1946, did Mr. Grunewald make loans to you ? 

Mr. Maroney. It would appear so. 

Mr. Byrnes. Don’t you know whether he did or not ? 

Mr. Matoney. What I will say is this: Since hearing this letter 
that was written, it is obvious that he must have lent me some money 
during that time. Gentlemen, this goes back a good many years. If 
Mr. Grunewald, in fact, lent me some money during that time, there 
is no question about it, then he did, and I repaid him. 

Mr. DeWinp. In what form did Mr. Grunewald lend this money 
to you ? 

Mr. Mavonry. Again, as I said yesterday—and I was giving my 
best recollection, and I am giving it now—I cannot tell you now 
whether those loans were by cash or by check. I had no way in the 
world of knowing. If, in fact, he did lend me the money during that 
time, I certainly ‘have no hesitane y now in saying he did. 

Mr. Kean. Why did you perjure yourself vesterd: iy? 

Mr. Mavoney. Congressman Kean, I resent that very much. I did 
not perjure myself yesterday. 

Mr. Kean. You did. 

Mr. Matonry. I did not. 

Mr. Kean. You told an untruth. 

Mr. Matonry. I did not. 

Mr. Kean. The record stands for itself. 
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Mr. Mavoney. An untruth means you know it is false when you 
Say it. 

Mr. Kean. The record stands for itself. 

Mr. Maroney. It certainly does. 

Mr. DeWinn. Which way is it? Did Grunewald lend you money 
while you were in the Justice Department or did he not ¢ 

Mr. Matoney. Obviously he must have. 

Mr. DeWrnb. You are now saying this letter which you wrote 1s 
certainly the fact ¢ 

Mr. Mavoney. Yes. 

Mr. DeWinp. You could not have been mistaken when you wrote 
the letter ¢ 

Mr. Mavoney. I certainly could not have been. 

Mr. DeWinp. Two years ago, October 19, 1949, you had no trouble 
recollecting the loans, or a series of loans over a period of time, 
which precisely totaled $5,000 ¢ 

Mr. Mavoney. Is that the date of the letter ? 

Mr, DeWrnp. Yes. It refers to moneys which you have borrowed 
from him at various times up to and including the year 1944. The 
letter is dated October 19, 1949. 

Mr. Mavoney. That iscorrect. Doesn’t that letter refer to a check ? 

Mr. DeWrnp. It refers to a check that you sent to Mr. Grunewald 
in 1948, dated January 21, in repayment of those loans that you said 
were loans made over a period of time. 

Mr. Mavoney, ‘That is correct. 

Mr. DeWinp. How were those loans made, and what were the cir- 
cumstances surrounding the making of the loans ¢ 

Mr. Maroney. Gentlemen, when those loans were made, the dates of 
them and the circumstances, I have no recollection whatever at the 
present time. It appears now to be the fact that at various times dur- 
ing the period referred to in that letter Mr. Grunewald lent me money. 
1 repaid him. 

Mr. DeWinp. In 1944, what was your position / 

Mr. Maroney. Special assistant to the Attorney General. 

Mr. DeWinp. How long did you hold that position / 

Mr. Maroney. Let me say from 1941 to May of 1946. Let me say 
now, gentlemen, that I am perfectly willing to testify to anything 
that seems to be a discrepancy in my testimony given yesterday, but I 
call your attention now to the fact that I cannot in any way under- 
stand how personal transactions between me and Mr. Grunewald have 
any bearing whatever upon the subject matter of this inquiry. 

I am answering these questions now, and reserving my right to 
object to a continuation of any inquiry into my private affairs. 

Mr. DeWinp. Without conceding your right to object, let me ob- 
serve that the necessity for this inquiry might have been resolved if 
your client had answered the questions of this committee. 

Mr. Mavoney. I may add this: That had you asked him about such 
things, I would have directed him not to answer, because they are not 
in any way within the purview or scope of your authority to inquire. 

Mr. DeWrnp. I am prepared to believe you would vive him that 
advice. 

Mr. Matoney. I certainly would. 
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Mr. DeWinp. Yesterday—which may possibly disclose at least a 
possible relevance to this inquiry—you were asked, were you not, in the 
executive session of this committee, under oath, whether you had any 
knowledge of or connection with an investigation of Mr. Grunewald 
in connection with the Alcohol Tax Unit matters while you were in 
the Department of Justice ? 

That was the substance, in effect, of the line of questioning. As to 
that you said that you had no recollection, in answer to a series of 
questions; is that right ? 

Mr. Mavoney. That is right. 

Mr. DeWrnp. What about that testimony? Was that correct? 

Mr. Mavoney. Gentlemen, as I told you yesterday, I believe that 
went back a great number of years, too. 

During the time that I was in the Department of Justice there 
were literally hundreds of cases that went over my desk. I told you 
my best recollection was that I had no memory whatever of any case 
in which Mr. Grunewald was involved. 

Last night I read the series of articles that appeared recently in 
the Washington Post. There was some reference in there to the 
fact that Mr. Grunewald had been sued in New York in connection 
with some OPA case. Whether or not that case came to my at- 
tention during the time I was in the Department of Justice I have 
no recollection. Apparently the case was handled in New York and 
dismissed, I believe, as to Mr. Grunewald, finally. 

I might add, long after I left the Department of Justice. 

Mr. DeWrnp. You said from 1941 to 1946 you were a special as- 
sistant in the Department in Washington ? 

Mr. Mavonry. That is right. 

Mr. DeWrnp. Prior to that time what was your position ? 

Mr. Mavoney. Prior to that time I acted as counsel for a Senate 
committee investigating wire tapping; prior to that time I was as- 
sistant United States attorney for the southern district of New York. 

Mr. DeWrnp. From what period were you an assistant in the south- 
ern district of New York? 

Mr. Matoney. From 1934 to 1940. 

Mr. DeWinp. As counsel to the congressional committee investi- 
ating wire tapping, did you ever have any occassion to investigate 
fr. Grunewald ? 

Mr. Maroney. No, sir. 

Mr. DeWrnpv. No matters concerning Mr. Grunewald became part 

of the work of that committee ¢ 

Mr. Maroney. Not to my recollection; they certainly didn’t. That 
was back in 1940. 

Mr. DeWrnp. Did you have any witnesses who refused to answer 
questions before that committee ? 

Mr. Matoney. Are you serious in asking that ? 

Mr. DeWrnp. Yes. 

Mr. Matoney. Why don’t you look at the record ? 

Mr. DeWrnp. I don’t have it so readily available, and you were the 
man there. 

Mr. Maroney. I am sure the record would be more reliable than my 
memory on something that happened 10 years ago. 
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Mr. DeWrnp. Do I understand you to say these articles in the 
Washington Post that you just mentioned first came to your attention 
last night? 

Mr. Matoney. No; [ heard about them. I think I saw one of 
them. 

Mr. DeWinp. But you had not read this particular article before 
last night? 

Mr. Ma.oney. I don’t believe so. 

Mr. DeWinp. You are sure you had not seen it before last night / 

Mr. Mavtonry. I am quite sure. 

Mr. DeWrnp. It is a matter of some interest, and if you can be 
quite sure, let’s be quite sure. 

Mr. Mavoney. Wait a minute. I saw the clippings last night in 
Mr. Grunewald’s house. That is the first time I had seen or read that 
cli ping. 

Mr. DeWrxpv. When did you first become acquainted with Mr. 
Grunewald, Mr. Maloney? 

Mr. Maroney. I would say approximately 20 years ago. 

Mr. DeWrnp. So by 1941 would you say you were closely acquainted 
with Mr. Grunewald / 

Mr. Maroney. Yes; I have been very friendly with him. 

Mr. DeWinp. What occupation was it your understanding Mr. 
Grunewald was engaged in at the time that you became counsel to the 
congressional committee ? 

Mr. Mavoney. You are talking now of the time I became counsel to 
the congressional committee ¢ 

Mr. DeWinp. Yes. 

Mr. Mavoney. As far as I ever knew he was a public relations man 
and an investigator. 

Mr. DeWinp. You had no knowledge or information whatsoever 
about the time you were counsel to this committee in any way involv- 
ing Mr. Grunewald in matters falling within the jurisdiction of the 
committee ¢ 

Mr. Maroney. That is my present recollection. I don’t recall him 
ever being involved in any way with that committee. 

Mr. DeWinp. Yesterday, Mr. Maloney, the following questions were 
put to you and you made the following answers as indicated: 

Mr. Lyon. Did Mr. Grunewald ever talk to you about any of his relations with 
the Government while you were in Government service? 

Mr. MAtoney. Not that I can recall 

Mr. Lyon. Did he ever talk to’ you about an investigation of him by the 
Alcohol Tax Unit? 

Mr. MALoney. I never knew there was such an investigation. I don’t recall 
any such investigation 

Mr. Lyon. Will it assist you if I suggest that this was around 1948 or 1944? 

Mr. MALOonry. I have no recollection of any such investigation. 

Mr. Lyon. Did you ever talk to anybody in the Alcohol Tax Unit about Mr. 
Grunewald while you were still in the Government service? 

Mr. Matoney. I don’t recall. Going back to 1943 I don’t recall any such 
conversation. I might have had one if there was an investigation, I don’t know. 

Mr. Lyon. Would it refresh your recollection if I suggested that you had a 
conference with Mr. Dwight Avis who is now the Deputy Commissioner in 
(Charge of the Alcohol Tax Unit? 

Mr. GRUNEWALD. It would not refresh my recollection. It might have hap- 
pened. I know Mr. Avis was over in the Alcohol Tax Unit at that time while 
I was in the Department of Justice. 
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Mr. Lyon. You do not have any recollection at all of talking to Mr. Avis about 
an investigation of Mr. Grunewald? 

Mr. MALoNey. None whatever. It might have happened, I say, but I have no 
recollection of it at this time. 

Mr. Lyon. Let me suggest further that the conference might have involved 
Mr. Grunewald and also his assistant, Charlie Burke, who appeared before the 
committee. 

Mr. Mavoney. I can recall no such conversation. 

Mr. Lyon. Do you recall telling Mr. Avis that the investigation of Mr. Burke 
and Mr. Grunewald was based upon a great mistake and that Mr. Burke was 
about to get married and Mr. Grunewald thought that it would be unsuitable for 
Mr. Burke to get married in his position, and for that reason he had conversations 
with various people in the liquor industry, with the view of getting a job? 

Mr. Matoney. I don’t recall that. There might have been such a conversation. 
I don’t seem to even place any occasion for any such conversation, but it might 
have happened. I certainly have no recollection now. 

Mr. Lyon. I understand you never represented Mr. Grunewald in a _ pro- 
fessional capacity while you were with the Government service? 

Mr. MAtoney,. Certainly not. 

Then came the questions about receiving moneys. Let me complete it: 

Mr. Lyon. Did you ever receive any money from Mr. Grunewald while you 
were in the Government service? 


Mr. MALONEY. No, sir. 
Mr. Lyon. Did he ever loan you any money while you were in Government 


service? 

Mr. MALoney. No, sir. 

Mr. Lyon. Did he ever loan you any money prior to 1946? 

Mr. MALoney. No, sir. I was in Government service until May of 1946. 
With the exception of the correction as regards the loans, did you make 
these answers to these questions and were they true and correct / 

Mr. Maroney. Were they true and incorrect / 

Mr. DeWinp. True and correct ? 

Mr. Maroney. To the best of my recollection, they are. I have no 
recollection of talking to Mr. Avis along the lines you mention, now. 

As I say, this goes back to 1943. He was over in my office quite 
frequently during that time. Whether or not such a conversation 
took place, I have no recollection whatever at this time. 

Mr. DeWrnp. Do you have any recollection of a conversation with 
anybody else concerning Mr. Grunewald ¢ 

Mr. Maroney. In what connection and at what time? 

Mr. DeWrnp. In this same connection—any representative of the 
Alcohol Tax Unit. 

Mr. Mavoney. I have no recollection whatever on that subject. 
Whether or not it happened, I have no way of knowing. 

Mr. DeWrnp. Let me read an excerpt from a letter to the Baltimore 
district of the Alcohol Tax Unit dated July 28, 1944, written by 
Special Investigators Edward P. Gill and Charles A. Flynn: 

This investigation disclosed that William P. Maloney, special assistant to the 
Attorney General, was a very close friend of Henry Grunewald. <A conference 
was held at our headquarters office with Mr. Avis and Mr. Harzenstein. Mr. 
Avis stated that he knew Mr. Maloney and that he would talk to him. This was 
done by telephone and Mr. Avis made an appointment for Mr. Harzenstein to 
confer with Mr. Maloney. After this conference Mr. Harzenstein said that 
Mr. Maloney stated he had known Mr. Grunewald for about 15 years; that he 
had talked to Mr. Grunewald about the whisky black market; that Mr. Grune- 
wald told him he was not dealing in the black market; that his former chauffeur, 
Charlie Burke, was about to be married, and that he did not wish to marry his 
financée holding a position as a chauffeur, so Mr. Grunewald tried to secure some 
other position for Burke, as a salesman for some whisky people. Mr. Grunewald 
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further stated that when he found out who Burke was associating with that he 
dropped the whole matter and had no further contact with Burke. 

Mr. Harzenstein further stated that he had a long conversation with Mr. 
Maloney, but nothing developed that would further involve Henry Grunewald. 

Did that conversation with Mr. Harzenstein occur a set forth in 
this letter / 

Mr. Mavoney. It might have. I have no recollection of it at 
this time. 

Mr. Kean. Mr. Maloney, have you a weak memory ? 

Mr. Mavoney. | certainly don't, Congressman. I have a perfectly 
normal memory. When you are now asking me about conversations 
that took place in 1943, which is 9 years ago, I do not think it is 
exceptional for me to say that I have no recollection of them. I say 
it might have. If it happened, you have a record. So what is the 
point of your pursuing it? So it happened. 

Mr. Kean. I can see where you might not remember all the details 
of a conversation of that kind way back in 1943, 8 years ago—— 

Mr. Matonry. Nine years ago. 

Mr. Kean. But when you expect us to believe when you talked to 
Mr. Avis and Mr. Harbenstein for a good friend of yours who was 
in trouble, and a man who was your friend before and has remained 
your friend since, that you had no recollection of it, it stretches my 
credence. 

Mr. Mavoney. Stretches what’ 

Mr. Kean. Credence. 

Mr. Matonry. Perhaps your credence is stretchable. 

Mr. Kean. It is stretchable. 

Mr. Matoney. Let’s hope it has got rubber in it, that it’s got a 
two-way st retch. 

Mr. DeWinp. Do I understand that the position that you are 
taking is you, in fact, did tell Mr. Harzenstein about Mr. Burke’s 
unpending marriage and the efforts of Mr. Grunewald to get him 
a position ? 

Mr. Matonry. The position I am taking is that I have absolutely 
no recollection on that subject one way or another. I say if that is 
the fact, according to somebody’s memo, then it probably happened. 

Sut you are asking me now as to whether I can recall whether it 
happened. I tell you I can’t. That is my answer and position. 

Mr. DeWinp. Some weeks back, Mr. Maloney, you appeared here 
as counsel to Mr. Burke when he appeared before the committee in 
exer utive session, and were here when Mr. Burke was questioned con- 
cerning efforts he made to obtain a position in the liquor industry. 
Do you recall that? 

Mr. Mavoney. I recall being here with him. 

Mr. DeWtnp. As a matter of fact, when that question about Mr. 
Burke trying to get a position in the liquor industry through Mr. 
Grunewald came up, I believe you objected to it as irrelevant. 

Mr. Mavoney. I think I did. I think this whole line of questioning 
is irrelevant now. 

Mr. DeWinp. You don’t believe an Alcohol Tax Unit investigation 
is a matter coming within the jurisdiction of this committee, and how 
it was conducted, and what influences were brought to bear on it? 

Mr. Maroney. I would say you ask the Alcohol Tax Unit about that, 

Mr. DeWinp. You are not suggesting we may not ask you about it? 











2966 INTERNAL REVENUE INVESTIGATION 


Mr. Mavonry. I have no recollection at all about that matter, one 
way or another. ; 

Mr. DeWinp. Your lack of recollection does not make it less perti- 
nent to this committee? 

Mr. Maroney. It certainly does, as far as I am concerned, but I am 
answering your questions. 

Mr. DeWrnp. Did you ask Mr. Burke at the time about any position 
in the liquor industry that he tried to obtain ? 

Mr. Mavonry. At which time? 

Mr. DeWinp. When this question came up in the closed session. 

Mr. Mavoney. As I told you, gentlemen, I ave no recollection what- 
soever about this matter. 

Mr. DeWinv. When the question was raised with Mr. Burke, did 
you subsequently question him concerning it? 

Mr. Mavoney. No. I think I talked to him for 5 minutes. 

Mr. DeWinp. You will recall that Mr. Burke testified that he had 
never sought any position in the liquor industry ? 

Mr. Mavoney. If that is his testimony, that is his testimony. You 
have the transcript there. 

Mr. DeWrnp. In view of this reported statement you made to the 
Alcohol Tax Unit that that was what Mr. Grunewald had been trying 
to do for Mr. Burke, get him a position in the liquor business, Mr. 
Burke’s denial of that, and his statement that he had never been inter- 
ested in that possibility, the fact that that answer was the basis for 
your recommendation that the whole matter be dropped becomes of 
some interest, does it not? 

Mr. Mavoney. Would you mind breaking that up into five or six 
questions ¢ 

Mr. DeWinp. It wasn’t a question. 

Mr. Mavoney. It is an observation? Then it doesn’t call for an 
answer on my part, I take it. 

Mr. DeWrnp. According to this letter, you told Mr. Harzenstein 
that as a result of your inquiry for Mr. Grunewald you learned that 
his connection with the liquor industry had simply been to try to get 
Charlie Burke a job? 

Mr. Mavoney. That is what the letter said, as you read it to me. 

Mr. DeWinp. Mr. Burke testified that he was never interested in 
getting a job in the liquor industry. 

Mr. Maroney. Mr. DeWind, if Mr. Burke said he had no recollection 
of it or said he wasn’t interested, that wouldn’t refresh my memory 
about it, would it ? 

Mr. DeWrnp. At least it is inconsistent with the statement you 
allegedly made to Mr. Harzenstein on the basis of which he might well 
have decided to drop the investigation of Mr. Grunewald? 

Mr. Matoney. It is not inconsistent, as far as I am concerned. 

- DeWrnp. You still say you have no recollection of this matter 
at all? 

Mr. Maroney. Absolutely not. 

Mr. DeW inp. This whole matter came up when you were indebted 
to Mr. Grunewald in the sum of $5,000? 

Mr. Mavoney. I don’t know how much I owed him at that time. 

Mr. DeWrnp. Your letter said that you had borrowed $5,000 in the 
period prior to and including 1944. This letter is dated July 28, 1944, 
that I am referring to here. 
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At that time, in 1944, what were your duties in the Department of 
Justice ¢ 

Mr. Mavoney. What was the date of this conference? 

Mr. DeWinp. 1944. 

Mr. Maroney. What was the date? 

Mr. DeWinp. The letter reporting on it is dated July 28, 1944. It 
would be sometime prior thereto. 

Mr. Matoney. Based upon that date you just gave me, there was a 
period of time when I was at the Department of Justice when I was 
given the assignment of coordinating the OPA prices, the reports 
of which came in from all over the country. 

Mr. DeWrnp. Would that include black-market-whisky operations? 

Mr. Matoney. Yes; that might be at that time. 

Mr. DeWinp. At the time of this investigation of Mr. Grunewald 
you were actually in charge of black-market-whisky investigations 
for the Department of Justice ¢ . 

Mr. Maroney. I was never in charge. They were handled by the 
United States attorneys all over the country. 

Mr. DeWrnp. For the Department of Justice you were in charge? 

Mr. Ma.onry. I was coordinating these reports that came in, to 
avoid duplication of efforts. 

Mr. DeWrnp. You were a coordinator of the investigations of black- 
market-whisky transactions ¢ 

Mr. Mavoney. I had nothing to do with the investigations. 

Mr. Byrnes. What do you mean by “coordinating” ? 

Mr. Matoney. I will tell you, Congressman, as I recall it: 

At one time Tom Clark, who was then, I believe Assistant Attorney 
General in charge of the Criminal Division, asked me if I would not 
undertake to get all these hundreds and hundreds of reports that were 
coming in on OPA cases in one place, and attempt to familiarize 
myself with them, because he was getting constant inquiries from all 
over the country as to what was going on, inquiries from all over, and 
it was impossible for him to answer these inquiries intelligently. 
These reports were coming in at the rate of 10 to 15 a day as I recall. 

I think I worked on that assignment for some months. My primary 
function was to confer with Mr. Clark on such cases as he received 
an inquiry on. I think I did attempt to set up some kind of a cross- 
index system which was not very successful, and finally, I believe, the 
work was taken over by somebody else. I don’t recall what happened 
to it; that is my best recollection of what that consisted of. 

Chairman Kine. You may be excused, Mr. Maloney, and the com- 
mittee regrets the inconvenience it has caused you, but we must ask 
that you be available tomorrow morning. 

Mr. Mavoney. Congressman, I talked to you when I was here this 
morning. At that time I explained to you that I had business in 
New York that I had to attend to. I told you that it was necessary 
for me to be in New York, and at that time you assured me that 
would be finished today. 

Congressman, based on your assurance, I have made commitments in 
New York to be there. I have been here for 2 days. I came here on 
receipt of a telephone call. I have waited around here all day today. 
I think it is most unreasonable to ask a lawyer to come from New 
York and sit around here all day. You had local witnesses here. 
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It seems to me the least regard for the convenience of a member of 
the bar should have moved this committee to call me this morning. 
That was not done. I remained available all day. At this late date 
and hour I am now informed that it will be necessary for me to return 
here tomorrow. I think that is exceedingly unfair and most incon- 
siderate on the part of this committee. 

I urge you again, Congressman, that you reconsider this matter. I 
have told you I must be in New York tomorrow. I told you that 
earlier. Based on your assurance, I made commitments to be there. 

Chairman Kine. Mr. Maloney, I do not know the nature of the 
assurance I gave you, but I do know I hoped, as the rest of the commit- 
tee did, and firmly expected that events today would permit you to 
be through with your business with us and return to New York. 

Now, you have chosen to use the word or words “unfair” and “in- 
decent.” 

Mr. Maroney. I don’t think I said “indecent.” I said “incon- 
siderate.”’ 

Chairman Kine. I prefaced my remarks by saying we regretted we 
had to inconvenience you as you evidently have been inconvenienced. 

You have been a witness to these proceedings today and are well 
aware that unforeseen things intervened which have made this neces- 
sary. 

All L ean say is that we must have you tomorrow morning in order 
that the committee go along with its business. 

Mr. Mavoney. May I say this: I have tried a good many cases in 
my day, both for the Government and since I have been out. I have 
always made it a point when I have a witness in from out of town 
whose testimony I believe will be relatively brief—I think it is the 
decent thing to do—to put him on before you call a lengthy witness, 
a local witness, who would not be so inconvenienced by having to 
come back tomorrow. 

I have made that a practice in my whole career. 

Chairman Kine. I believe, Mr. Maloney, in the years of experience 
that you have had, that you do know that counsel on either side ar- 
range their case, and the chronology or placing of their witnesses, 
to suit the best interests of their case, and if we have had a witness 
that has preceded you which you felt could have just as well followed 
you, perhaps there is a reason for it. I don’t know. But I do want you 
to know, as far as we have been able to be helpful to persons in the 
position you are in, we have certainly done so. I just dislike very 
much to inconvenience anybody, but while we are on the subject of 
inconvenience, Mr. Maloney, there was a time when this entire com- 
mittee, at considerable inconvenience to it, had to bundle up and get 
transportation to go out and have a hearing in the hospital in which 
your client was then a patient. And you permitted us to go and 
make all the arrangements that were necessary, knowing full well 
that when we arrived at the hospital you were going to go through 
your act of berating this committee and myself, and your client was 
not going to talk; so you could have well informed us before we did 
go to the inconvenience that we did. So I would not use the words 
“inconsiderate,” “indecent,” and “unfair” to me or any member. 

Mr. Maroney. If I called you up and and said that he would not 
testify, would you not have come? 
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Chairman Kine. We certainly would not have come; it would have 
been a stupid thing to travel out to that hospital to a sick man, know- 
ing his counsel was going to have him not testify. 

Mr. Maroney. At that time I had a good reason for declining to 
have him testify. 

Chairman Kine. I do not dispute that. I do not like the adjectives 
of “indecent,” “unfair,” and “inconsiderate” when you have been a wit- 
ness in this room today and know this committee has worked night 
and day, 16 and 18 hours, and observed and were witness to interven- 
ing matters that could not have been avoided. And then to use the 
language that you have in describing our attitude in being “unfair” 
and “indecent” and “inconsiderate,” with us going on to 6 o’clock 
tonight 

Mr. Maroney. You persist in using the word “indecent.” That is 
a figment of your imagination. 

Chairman Kine. If you did not use that word, I will apologize. I 
thought you cid. 

Mr. Maroney. | heard nothing testified to in this room that could 
not have been civen in evidence just as well after my testimony. l 
have heard nothing. 

Chairman Kine. I am not in that department. I would not know 
that. 

Mr. M ALONEY. I see no reason why I could not have been used as a 
witness prior to this lengthy local witness. That is my firm con- 
viction. 

Chairman Kine. I can only say again what I said when I made my 
initial remark: 

| anda the committee regret we have caused iIncon\ mience to you. 
Whether or not vou agree with the fact that the | ublie interest has 
some status here, I must say that the committee is now going to ad- 
journ, and that we will expect you to return and be available to it at 
10 o'clock tomorrow morning. 

Mr. Maroney. May I say this: Is it the understanding I will con- 
tinue on the stand tomorrow morning ¢ 

Chairman Krxe. You will be the first witness. Period. 

Mr. Maroney. Of course, I must bow to the direction of the com- 
mittee, but I do so most unwillingly. 

Chairman Kine. I will sav again, I regret it. 

The committee is adjourned. 

(Whereupon, at 5:40 p. m., Thursday, March 20, 1952, the com- 
mittee recessed, to reconvene at 10 a. m. Friday, March 21, 1952.) 
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FRIDAY, MARCH 21, 1952 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or THe COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10: 30 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Office 
Building, Hon. Cecil R. King (chairman of the subcommittee) pre- 
siding. 

Present: Representatives King (presiding), O’Brien, Keogh, Kean, 
and Curtis. 

Also present: Adrian W. DeWind, chief counsel to the subcommit- 
tee, and Charles S. Lyon, assistant counsel. 

Mr. O’Brien (presiding). The subcommittee will come to order. 


TESTIMONY OF WILLIAM POWER MALONEY, COUNSEL TO 
HENRY W. GRUNEWALD—Resumed 


Mr. DeWinp. Mr. Maloney, if I may revert for a minute to this 
loan or series of loans that Mr. Grunewald made to you, have you been 
able since yesterday to recall the circumstances of those loans? 

Mr. Maroney. No: I have not. 

Mr. DeWrnp. Could you read the answer, Mr. Reporter? 

(The answer was read by the reporter. ) 

Mr. DeWinp. Have you made any efforts to recall the circumstances 
surrounding those loans? 

Mr. Matoney. I have thought about it. I have no recollection. 

Mr. DeWrnp. Have you ever borrowed money from anybody else, 
Mr. Maloney? 

Mr. Maroney. Not th: at I can now ree: all. I may have. 

Mr. DeWinp. Then a $5,000 loan was a fairly unique experience for 
you ¢ 

Mr. Maroney. As I have explained to you gentlemen yesterday, 
whatever happened here was not a $5,000 loan. If it was anything, 
it was a series of much smaller loans over a period of years. That is 
my best recollection at this time of what happened. 

Mr. DeWrnp. Well, what were the circumstances surrounding this 
series of loans? How did you come to make a series of loans “from 
Mr. Grunewald? 

Mr. Matoney. I have no recollection of that at this time. 

Mr. DeWrnp. This is the only person you have ever borrowed money 
from, and you peneet recall the circumstances? 

Mr. Matoney. I did not say that. 


2971 








9972 INTERNAL REVENUE INVESTIGATION 


Mr. DeWinp. It is the only loan vou ever recall making. 

Mr. Mavoney. I have no recollection of whether I borrowed money 
from other people or not. I may have. 

Mr. DeWinp. Well, I was simply trying to refresh your recollection. 
Is it your practice to borrow money from people / 

Mr. Maroney. I don’t think that that is any of your business to 
inquire about, frankly. 

Mr. DeWinp. Mr. Maloney, as you have given at least erroneous 
testimony before the committee, perhaps it is. 

Mr. Maroney. You and I differ on that. 

Mr. DeWinp. It was erroneous testimony, was it not, leaving aside 
any question of motivation or intent ? 

Mr. Maroney. You can draw any conclusion you wish, and the 
facts will speak for themselves, and the record is clear. 

Mr. DeWinp. Do you not concede that it was erroneous testimony ? 

Mr. Maroney. I said the record will speak for itself, and you can 
draw any conclusion you wish. 

Mr. DeWinp. Now I am asking vou, were these loans made to you 
in cash ? 

Mr. Maroney. I told you T have no recollection whatever about the 
circumstances under which those loans were made. 

Mr. DeWinp. Do you recall that you ever executed a note to Mr. 
Grunewald / 

Mr. Maroney. I have no recollection whatever of the circumstances 
under which those loans were made, and I have already said that. 

Mr. DeWinpv. Did you pay any interest on the loans? 

Mr. Maroney. Not that IT recall. 

Mr. DeWixp. You do not remember that there was any note or 
other evidence of the indebtedness ¢ 

Mr. Maroney. I have no recollection of the circumstances under 
which those loans were made, nor the amounts, nor the times. 

And, now, just a minute. I would like to say this: May I again 
ask that these gentlemen desist while I am testifying, because it makes 
it very difficult to have those flashes go off, and to see the committee, 
for just a few minutes. I have no objection to you taking as many 
pictures as you wish. 

Mr. O'Brien. Take those pictures now, and give him a chance, will 
you, please / 

Proceed. 

Mr. DeWinp. Now, Mr. Maloney, in October of 1949, how were you 
able to bring back to vour recollection this $5,000 loan, or series of 
loans totaling $5,000, when you wrote that letter to Mr. Stearns? 

Mr. Matonry. I have no recollection of what refreshed my memory 
at that time, and I am under oath, and Iam not going to hazard any 
guess, if you want my guess. 

Mr. DeWinp. Do you recall having a great deal of difficulty estab- 
lishing the amount of the loans at that time? 

Mr. Maroney. There probably was not. 

Mr. DeWinp. So this series of loans totaling $5,000, of which you 
have no recollection now, vou were able to tetal up and reach exactly 
$5,000 in 1949? 

Mr. Maroney. I have told you I have no recollection whatever of 
the amounts of those loans or the circumstances under which they were 
made. 
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Mr. DeWinp. But quite apparently you were able to total them up 
and reach the total of 35,000 as recently as 1949. 

Mr. Matonry. Whenever the date was, that would seem to be ap- 
parent, wouldn’t it ? 

Mr: DeWrnp. Since then your memory has completely evaporated 
on that subject ¢ 

Mr. Matonry. Mr. DeWind, I have been a very busy trial lawyer, 
practically all of my life, and I have tried many, many cases—— 

Mr. DeWinpv. Have you been busier since 1949 than prior to 1949? 

Mr. Maroney. I have been busy right along; and I want to tell you, 
if you will look at my record in the Department of Justice while I 
was in the service of the Government, I will match my record for 
production against any man who has ever held any of those jobs. 

Mr. DeWinp. Well, as to that, I can only say that the loss of mem- 
ory between 1949 and today appears at least unusual, and I was trying 
to find out how it could be that you remembered the total of a series 
of loans so clearly in 1949 that you could certify to the Federal Gov 
ernment that you had borrowed that money, and today you cannot 
remember a thing about it. 

Mr. Maroney. | believe my letter referred to the fact that there was 
a check sent, didn't it ¢ 

Mr. DeWinp. That is right, you had sent a check for $5,000. 

Mr. Mavonry. All right. 

Mr. DeWinp. You said that represented the total of loans made. 

Mr. Maroney. That is correct. 

Mr. DeWinv. How did you know that? 

Mr. Maroney. I have no way in the world, at this time, of recall- 
ing it. 

Mr. DeWinp. How did you come to send the check for $5,000? 

Mr. Maroney. Mr. DeWind, I will tell right now, I told you yester- 
day that I would answer questions in order to clear up what ap- 
peared to be an inaccuracy in the testimony on this subject, without 
Inany Way waiving my right to object to the power of this committee 
to continue that line of inquiry. And now, if you are going to persist 
in this line of inquiry, I am now going to say that it is beyond the 
scope of the authority of this committee to inquire, and has nothing 
whatever to do, in any way, shape, manner, or form, with the opera- 
tion of the Bureau of Internal Revenue, and has no connection and 
had no connection; and if you are going to persist, | am going to 
take that position. And now I can see no point in pursuing this in- 
quiry further. 

Mr. DeWinp. Apart from other matters, Mr. Maloney, it would 
seem to me when any erroneous or false testimony has been given be- 
fore a committee, there is an inherent right to inquire into the false 
testimony and how it occurred. 

Mr. Mauonry. Yes; and I have already given you a full explana- 
tion. 

Mr. DeWinp. Well, how full the explanation is remains to be seen. 
So far it seems to be no explanation at all. 

Mr. Mavonry. That is your opinion. 

Mr. DeWrnp. Yes; it is. 

Now, what I am trying to do is get an explanation of why, on March 
19, 1952, you have no recollection, or said you had no recollection, 
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of a series of loans totaling $5,000. When you testified then, it was 
a clear, flat, unqualified statement that you had never borrowed money 
from Mr. Grunewald prior to 1946. 

Mr. Mavoney. Correct. 

Mr. DeWrnp. Now it turns out that that statement was false, and 
now let me ask you-—— 

Mr. Maroney. Mr. De Wind, it does not turn out that that statement 
was false. It may be inaccurate, but there was nothing false about it. 
That was my honest, absolute recollection at the time I made that 
statement. 

Mr. DeWinp. I did not intend, by the word “false,” to pass upon 
intention. “Inaccurate” will do just as well. 

Mr. Mavoney. Just be a little more careful of your language. 

Mr. DeWrnp. You think “false” implies “intentional”? 

Mr. Mavoney. “False” implies that you intentionally said some- 
thing when you knew it wasn’t so. 

Mr. DeWrnp. Let us use the word “inaccurate,” then. 

Mr. Maroney. All right. 

Mr. DeWinb. Now, when you gave that inaccurate testimony, it was 
a period of about 214 years after j you had identified a $5,000 check that 
you had sent as in repayment of a series of loans. Let me ask you, 
how did you come to send that check, in 1948, for $5,000 to Mr. 
Grunewald? 

Mr. Matoney. The only thing I can tell you on that is that I heard 
Stearns say something about it. Whether he asked me to send it, or 
whether Grunewald asked me to send it, I have no recollection on it 
whatever at this time, and all I know is that I sent him a check in 
payment for whatever money I owed him. 

Mr. DeWrnp. In 1948 you sent a check for $5,000 to Mr. Grunewald, 
and you have no recollection of why you sent it to him? 

Mr. Ma.oney. I have already answered that question, in three or 
four different forms, half a dozen times. 

Mr. DeW inp. Now, do you still have the canceled check ? 

Mr. Matoney. I don’t know. 

Mr. DeWrnp. Do you keep your canceled checks? 

Mr. Maroney. Yes. 

Mr. DeWinp. Well, then, how many checking accounts do you 
maintain ? 

Mr. Maroney. One. 

Mr. DeWinpv. With what bank is that maintained, Mr. Maloney ? 

Mr. Matoney. I will now at this point tell you, Mr. DeWind, that 
you have no right whatever to inquire into my private personal affairs, 
and I will answer no further questions on the subject, for the reasons 
that I have stated. 

Mr. DeWrnp. Mr. Chairman, would you wish to direct Mr. Maloney 
to produce this $5,000 check, canceled check, showing that payment to 
Mr. Grunewald ? 

Chairman Kine. I would. What is the pleasure of the committee? 
Is there any objection by any member of the committee ? 

If not, that will be the order. 

Will you read back the question, please ? 

(The question referred to was read by the reporter.) 
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Mr. Mavoney. Let me say this, Mr. Chairman. I have been in 
Washington, and this is the third day, and I came here at the request 
of the committee, as you know, and I will say this: I believe I should 
have that check among my records, and if it is among my records I 
will send it to the committee, or a photostat of it, both wt Bo 

Chairman Kine. That is stielndtety, Mr. Maloney 

Proceed. 

Mr. DeWrnv. Now, since yesterday, Mr. Maloney, have you been able 
to recall any of the circumstances surrounding the Alcohol Tax Unit 
investigation involving Mr. Grunewald that was referred to here 
yesterday ? 

Mr. Mavoney. Not any more than what I told you yesterday. 

Mr. DeWrnp. You do not recall the conversation with Mr. Harzen- 
stein concerning Mr. Grunewald? 

Mr. Mavonry. I will say this: That if Harzenstein made that 
memorandum at that time, that probably is what happened. I have 
no independent recollection of it whatever. 

Mr. DeWinpv. You do know Mr. Harzenstein? 

Mr. Matoney. Yes. At least I knew him at that time, and I haven’t 
seen him since. 

Mr. DeWinp. In what capacity was Mr. Harzenstein serving at the 
time you knew him ? 

Mr. Mavoney. I believe he was connected with the Alcohol Tax 
Unit, but in what capacity, I don’t know. 

Mr. DeWinp. Did you have frequent discussions with Mr. Harzen- 
stein in connection with the OPA case that you were coordinating ? 

Mr. Mavoney. I believe I saw him frequently. 

Mr. DeWinp. Do you have any recollection whatsoever now of an 
Alcohol Tax Unit investigation which related to Mr. Grunewald? 

Mr. Matoney. None other than what I told you yesterday. 

Mr. DeWrnp. I think you have said that Mr. Grunewald had been 
a close friend of yours for a number of years prior to 1944, is that 
correct ¢ 

Mr. Matonry. That is correct. 

Mr. DeWinp. Yet when the Alcohol Tax Unit inquired of you con- 
cerning an investigation of your friend, it is a matter that has entirely 
escaped your recollection / 

Mr. Mavoney. You can argue with me all day, if you wish. I have 
already told you about it as far as I know. 

Mr. DeWrnp. Do you have any recollection of talking with Mr. 
Grunewald or with Mr. Burke, or with both of them, at that time, in- 
quir ing as to any possible connection with black-market whisky 
dealers? 

Mr. MAtoney. No, sir. 

Mr. DeWrnp. Can you be sure that you did not? 

Mr. Matonry. I told you I have no recollection whatever on that 
subject. 

Mr. DeWrnp. Mr. Maloney, do you know Mr. Hyman Harvey 
Klein ? 

Mr. Matoney. I do. 

Mr. DeWrnp. When did you first meet him? 

Mr. Matoney. I would say, oh, 3 years ago, possibly longer. 

Mr. DeWinp. What was the occasion for your meeting Mr. Klein? 
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Mr. Matonry. I believe I met him in my partner’s office in New 


Mr. DeW np. Who is your partner, Mr. Maloney? 

Mr. Mavonrey. Mr. Levy. 

Mr. DeW inp. Could you give his full name, please? 

Mr. Maroney. I. Alfred Levy, L-e-v-y. 

Mr. DeWrxp. What is Mr. Levy’s address, the office address? 

Mr. Matoney. No. 8 West Fortieth Street. 

Mr. DeWinp. New York City? 

Mr. Matoney. That is correct. 

Mr. DeWinp. Now, were you introduced to Mr. Klein by Mr. Levy 
in connection with some matter in the office, or was it a social meeting? 

Mr. Maroney. I have no recollection of the circumstances under 
which I met him, but I would say this: I would assume that he was in 
Mr. Levy’s office, and I was introduced to him. I have no recollection 
of the circumstances other than that. 

Mr. DeWrnpv. After that introduction, did you have occasion to 
have frequent contact with Mr. Klein? 

Mr. Maroney. I saw him in the office on a number of occasions, 
when he came to see Mr. Levy. 

Mr. DeWinp. Did you represent Mr. Klein professionally ? 

Mr. Maroney. I have never represented Mr. Klein. 

Mr. DeW rnp. So that your discussions with him have not involved 
any attorney-client relationship ? 

Mr. Maroney. That is correct. 

Mr. DeWinp. Do you know, was he a client of Mr. Levy’s? 

Mr. Mavoney. I don’t believe he was. In fact, Mr. Levy told me 
he wasn’t. 

Mr. DeW inp. Well, in your meetings with Mr. Klein, did you dis- 
cuss with him a pending tax case that he had with the Bureau of 
Internal Revenue ! 

Mr. Matoney. I heard him complain loud and long and bitterly 
about a tax case that he had pending then. 

Mr. DeWtixp. What was the nature of the loud and long complaint ? 

Mr. Maroney. It seemed to me that somebody had put a jeopardy 
assessment against him for a lot of money which he claimed he didn't 
owe. 

Mr. DeWrnp. Can you establish the approproximate date when you 
first heard Mr. Klein talk about the jeopardy assessment ? 

Mr. Mavoney. I can’t, but I have heard him mention it on every 
time that I can remember meeting him, and I have heard him talking 
to Mr. Levy about the injustice of it. 

Mr. DeWrnp. Did he discuss the matter with you in any detail, 
the nature of the case? 

Mr. Maroney. No, sir. 

Mr. DeWrnp. And why he thought it was unjust ? 

Mr. Maroney. No, sir. 

Mr. DeWinp. Did he ask you for any advice or assistance in con- 
nection with the matter? 

Mr. Maroney. He did not. He had his own firm of tax attorneys 
working on the case, as I understood it. 

Mr. DeWrnpb. So that so far as you know, this was just casual con- 
versation about a matter that was uppermost in his mind, and he kept 
on talking about it? 
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Mr. Matoney. That would certainly be my version of it. 

Mr. DeWrnp. Could we establish the period when Mr. Klein first 
mentioned this matter to you, or to Mr. Levy? Would it be in 1948? 

Mr. Maroney. I have no recollection of that. 

Mr. DeWrnp. Well, | wonder if we could get at it this way: At the 
time that he first talked with you about it, did he indicate that this 
jeopardy assessment was a matter of recent origin / 

Mr. Mavoney. I have no recollection of that, as to whether he did 
or didn't. 

Mr. DeWrnp. How long did these series of encounters with Mr. 
Klein extend¢ Did they go over a period of years? 

Mr. Mavoney. Let me correct you. They weren’t encounters. 

Mr. DeWrnp. The chance meetings, in your office. He never came 
in to see you by appointment, did he ‘ 

Mr. Maroney. Not as far as I can reeall. 

Mr. DeWrxp. Now, these chance meetings in your office, did they 
occur over a considerable period of time? 

Mr. Mavoney. I didn’t say so. 

Mr. DeWryp. Can you recall approximately when the most recent 
meeting occurred ? 

Mr. Matoney. No. 

Mr. DeWrnp. You have no recollection of the last time you saw 
Mr. Klein in your office? 

Mr. Maroney. I would say sometime in the last—let us be sure 
about it—sometime within the last 4 or 5 months. That is a guess 
on my part. 

Mr. DeWinp. What did you discuss with Mr. Klein the last time 
you saw him 4 or 5 months ago? 

Mr. Maroney. Gentlemen, I have no way in the world of—I took 
no active part in any discussion, and all I did was to sympathize with 
him and say, “It is too bad.’ 

Mr. DeWrnp. Have you talked with Mr. Klein on the telephone 
about this case? 

Mr. Maroney. Not that I can recall. 

Mr. Dy Winp. Certai ly not within recent months? 

Mr. Maroney. I would say not; not that I can recall. 

Mr. DeWrnp. Have you had occasion to talk with Mr. Klein about 
any matters on the telephone? 

Mr. MALONEY. I may have. He may have called the office and 
talked to me, and asking for Mr. Levy and Mr. Levy wasn’t there, 
and perhaps he would talk to me, and said “Hello.” and discussed 
matters. I don’t know. 

Mr. DeWrnp. Have you or Mr. Levy acted as counsel to Mr. Klein 
In any matters‘ 

Mr. Maroney. No, sir. 

Mr. DeWrnp. I judge that is at any time, and he has never been a 
client of yourself or of Mr. Levy ? 

Mr. Maroney. That is right. 

Mr. DeWrnp. Well, have you ever undertaken to be of any assist- 
ance to Mr. Klein in connection with his tax case ? 

Mr. Maroney. Now, gentlemen, before I answer that question—and 
if you wish me to, I will answer it—I want to say that it will be 
necessary for me in answering that question fully to bring before 
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this committee in public session the name of a friend of mine who 
occupies a position of great honor and dignity in this country. In 
connection with that, I have already given you my full testimony on 
that subject in executive session. Whatever legislative purpose could 
have been served as a result of that inquiry has been served. I say 
now that I can see no other purpose in going into this matter publicly 
other than to embarrass that gentleman. 

I will answer the question, but I wish to tell you gentlemen that 
it is your responsibility, and you know what I am talking about, and 
now if you wish me to answer that question, I shall. 

Chairman Kina. Read back the question, Mr. Reporter. 

(Whereupon, the pending question was read by the reporter as 
above recorded. ) 

Chairman Kina. Mr. Maloney, you have implied that the answer to 
that question 

Mr. Matonry. Why don’t we have the statement read for the record, 
please. 

Chairman Kine. Mr. Reporter, read the statement of Mr. Maloney 
immediately following the putting of the question by counsel. 

(Whereupon, the answer of the witness was read by the reporter, as 
above recorded. ) 

Chairman Kine. Now, Mr. Maloney, the implication could be prop- 
erly drawn from your gratuitous statement to the effect that the-—— 

Mr. Maroney. I think it was a very proper thing for me to do to 
warn this committee and tell them the inevitable consequence of pur- 
suing that question further, and it was not gratuitous in that sense. 

Chairman Kine. You have been quite free on many occasions, Mr. 
Maloney, with your admonitions to this committee, and now in this 
case you cast the thought that we are here for the purpose of embar- 
rassing you, or anyone else. That is not correct. 

Mr. Mavonry. I am willing to let anybody draw their own conclu- 
sions on that subject. 

Chairman Krne. T think I know the name of the gentleman that 
you are concerned about. 

Mr. Maroney. I am sure you do. 

Chairman Kine. And if you were as aware on this subject and inci- 
dental ones as you are in many other matters, you would know that 
the gentleman’s name has already been published in connection with 
this matter, and by your statements you are indicating that we are 
initiating this sort of thing. 

Mr. Mavoney. I will say this, Mr. Chairman, I didn’t publish his 
name. 

Chairman Kine. I am quite sure of that. Answer the question, Mr. 
Maloney. 

Mr. Maroney. Mr. Levy and Mr. Klein have been friends for a num- 
ber of years. Sometimes several years ago Mr. Levy asked me about 
this Klein matter, 1f there wasn’t some way in which I could bring 
the matter to the attention of the Bureau of Internal Revenue, inas- 
much as there seemed to have been a mistake made in putting this 
jeopardy assessment against Mr. Klein, who had at that time, as I 
recall it, according to Mr. Levy, paid something over $1 million in 
taxes on some transaction which he had declared and reported to the 
Bureau of Internal Revenue as capital gain. 
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Apparently the entire transaction had been disclosed to the Bureau, 
and Mr. Klein had paid 25 percent, I believe, on the basis of the capital 
gain. Despite that, the Bureau, through some mistake or other cir- 
cumstance, turned around and put this tremendous jeopardy assess 
ment against him, charging him with fraud and all of the rest of it. 

From what Mr. Levy told me, I couldn’t see how there could be any 
fraud involved if the nan had made a full report and paid 25 percent 
of that. 

Now, the next occasion, I believe on the occasion of my next visit to 
Washington, I went to see Senator Styles Bridges, and I explained to 
him what I then knew of the case, and I said that it was my honest 
opinion that there had been a inistake made by the Bureau, and I asked 
Senator Bridges if he would not make an inquiry of the Bureau of 
Internal Revenue to see if they would review the matter, and to see if 
there was not some way in which this apparent mistake could be cor- 
rected, and what appeared to be an injustice could be corrected. 

Mr. DeWinp. Is this a matter that you discussed with Mr. Klein, 
or with his attorneys who were representing him in the case, before 
you did it? 

" Mr. Mavoney. I did not discuss it with Mr. Klein or his attorneys. 

Mr. Curtis. You stated that at the time this was done it was your 
opinion that, inasmuch as there had been a complete disclosure of the 
facts in the record, there was no fraud involved ¢ 

Mr. Mavonry. From what I understood of it, Congressman Curtis, 
that was absolutely my thought. 

Mr. Curtis. And did you tell Senator Bridges that ? 

Mr. Maroney. I certainly did. At least, I am sure I did, and this 
happened 2 or 3 years ago, and I am sure I told him that, and in my 
opinion it couldn't have been. 

Mr. Curtis. And you asked him to contact the Bureau? 

Mr. Maroney. That is correct. 

Mr. Curtis. Would you have asked a Senator to do that had you 
believed there was fraud involved in the tax matter? 

Mr. Mawoney. Certainly, not, Congressman, and particularly a 
Senator who was a friend of mine, nor any other Senator. If I had, I 
know I would have been thrown out of their office pretty fast. 

Mr. Curtis. And was there any request made that Senator Bridges 
do any unlawful or improper act? 

Mr. MAvoney. Coxtuialy not, Congressman. 

Mr. Curtis. Was there any request made of Senator Bridges that 
this taxpayer receive any unusual or favorite treatment ? 

Mr. Mavoney. Certainly not. 

Mr. Curtis. To your knowledge, did the Senator do anything of 
that sort? 

Mr. Maroney. Of that sort? 

Mr. Curtis. Yes. 

Mr. Matoney. Certainly not. 

Mr. DeWinp. Now, Mr. Maloney, when you went to the Senator 
and gave him a description of this case, and together with the state- 
ment that all of the facts had been disclosed, how did vou know all of 
the facts in the case, and what had been disclosed ? 

Mr. Mavoney. All I knew was what Mr. Levy had told me about it, 
and that was pretty sketchy. 
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Mr. DeWinp. Well, then you were telling the Senator things you 
really couldn’t say for sure? 

Mr. Mavoney. I think that I have full confidence in my partner. 

Mr. DeWinp. Was Mr. Levy the attorney in this case? 

Mr. Maroney. I am certainly entitled to rely on his judgment, and 
his honesty in that respect. 

Mr. DeWinp. Well, now, was Mr. Levy the attorney for Klein in 
this case ? 

Mr. Mavoney. He was not. 

Mr. DeWinpv. How did Mr. Levy know all about the case? 

Mr. Matoney. I presume from hearing Mr. Klein complain about 
it to him. 

Mr. DeWrnpv. Well, you and Mr. Levy were just volunteering legal 
services unrequested ? 

Mr. Mavoney. I volunteered no legal services. 

Mr. DeWrnp. You don’t consider it to be legal services to ask some- 
body to take up the case with the Bureau of Internal Revenue? 

Mr. Mavonry. Certainly not, and you know better than to ask 
such a question, if you have any sense at all. 

Mr. DeWrnp. That is not representation of a taxpayer? 

Mr. Mavonrey. From what you know of my testimony in this case, 
you know better than to ask such a question, and I told you that I 
did not represent the man in this case at any time. 

Mr. DeWrnp. Well, by that I concluded you meant that you had 
not been retained to represent him by Mr. Klein. 

Mr. Maroney. What I did in this case I did at the request of my 
partner, who was a friend of many years’ standing of Mr. Klein. 

Mr. DeWrnp. And this action was undertaken without discussion 
with the attorneys who had been retained to represent Mr. Klein? 

Mr. Matoney. That is right. 

Mr. DeWinp. Without any consultation with them as to the facts in 
the case / 

Mr. Matoney. That is correct. 

Mr. DeWrxp. Do you know, did Mr. Levy consult with them as to 
the facts in the case? 

Mr. Maroney. I don’t believe he did. 

Mr. DeWinv. Was Mr. Klein a lawyer? 

Mr. Maroney. You will have to ask him. 

Mr. DeW inp. So far as you know, was he a lawyer? 

Mr. Maroney. I don’t know. 

Mr. DeWrnp. What is Mr. Klein’s business ? 

Mr. Mavoney. At the present moment, I don’t know. 

Mr. DeWinp. Well, do you have any reason—what was his business 
then ? 

Mr. Maroney. I don’t think I ever discussed his business with him, 
what his business was. 

Mr. DeWtnp. Do you know what his business was? 

Mr. Maroney. I don’t know. 

Mr. DeWrnp. You have no inkling or information as to what busi- 
ness Mr. Klein was engaged in? 

Mr. Matoney. I don’t know. 

Mr. DeWrnp. How in heaven’s name did you present this case to 
Senator Bridges? 
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Mr. Mavoney. I have told you all that I know about him. 

Mr. DeWrnp. Now, here was a large tax case with a large jeopardy 
assessment that you undertook to take some part in, and you say that 
you didn’t know what the case was all about or what was involved or 
what business was involved, or how much was involved in the jeopardy 
assessment. 

Mr. Matoney. I told you Mr. Levy told me all that I told Senator 
Bridges, and that is as much as I know about the case. 

Mr. DeWinp. Could you relate—I don’t think you have—just what 
information you had about the case, in detail ? 

Mr. Matonry. This happened two or more years ago, Mr. DeWind. 

Mr. DeWrnp. Well, haven’t you had subsequent communications 
with Mr. Levy about the case throughout the period from 1948 to 
1951 ¢ 

Mr. Maroney. I have discussed with him from time to time the fact 
that the case has never been settled, and the jeopardy assessment is 
still outstanding against Mr. Klein. 

Mr. DeWrnp. You maintained a constant contact with the case 
over a period of 3 years? 

Mr. Maroney. I have not, let us put it that way, in answer to that 
type of a question. 

Mr. DeWrnp. Well, now, how frequently have you discussed this 
case with anybody ? 

Mr. Maroney. From time to time, in the office, either Mr. Levy has 
said to me, “The Klein case has never been settled, the jeopardy assess- 
ment is still outstanding,” and I have said, “It seems too bad.” 

Chairman Kine. We will recess for 15 minutes. 

( Recess. ) 

Mr. O’Brien (presiding). The subcommittee will be in order. 

Mr. DeWrnp. Mr. Maloney, at the time that you first took up this 
case with the Senator, how much did you know about it? 

Mr. Mavonry. Nothing more than what my partner, Mr. Levy, had 
told me. 

Mr. DeWrnp. Did you know it involved whisky imported from 
Canada ¢ 

Mr. Matoney. I don’t know whether I knew that at that time or not. 

Mr. DeWinp. Did you know of a series of foreign corporations, 
Pan-American and Cuban, that had been set up to receive the whisky 
abroad in the first instance and then ship it to the United States ? 

Mr. Maroney. I am sure I knew nothing at all about the details. 

Mr. DeWinp. Well, did you know that this case involved whisky 
that in fact was shipped in directly from Canada, although it was 
shown to be invoiced to foreign corporations who never received it? 

Mr. Matonry. Mr. DeWind, I think my answer includes any ques- 
tions you can ask me on that subject, and I said I knew nothing what- 
ever about the facts in the case. 

Mr. DeWrnp. How did you know or have any basis on which to 
form an opinion that Mr. Klein had been mistreated ? 

Mr. Maroney. I can answer that in this way: That Mr. Levy, it is 
my recollection, told me that the man had reported the whole transac- 
tion to the Bureau and had declared it to be a capital gain, and had 
paid over $1 million in taxes on that basis, and that is the extent of my 
knowledge of the case. I believe, at that time, and I am sure that I had 
no knowledge of any details of the case. 
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Mr. DeWinp. Well, don’t you know that the case is still pending, 
and that conferences have been held over a period of years trying to 
determine just what the nature and effect of these transactions were ? 

Mr. Matonry. All I know is that the case is still pending, and the 
jeopardy assessment is still outstanding against the man. 

Mr. DeW inv. How do you know that? 

Mr. Matonry. I have heard Klein from time to time say that to Mr. 
Levy. 

Mr. DeWrnp. How do you know that at the present time it is still 
outstanding ? 

Mr. Maroney. Has it been settled ? 

Mr. DeWrnp. How do you know it hasn’t been ? 

Mr. Mavoney. I don’t know. Has it been settled ? 

Mr. DeWrnp. I thought that you said 

Mr. Maroney. I don't believe it has, I will tell you that right now, 
and in fact, I am pretty sure it hasn’t. 

Mr. DeWinp. When did you first hear of efforts to settle the case ? 
You have referred here several times to the possible settlement of the 
case, and what do you know about that? 

Mr. Maroney. I believe I have heard that discussed from time to 
time with Mr. Levy and Mr. Klein, and whether I have or not, or 
whether I have read that in the paper, I can’t tell you. 

Mr. DeWinpv. But you have had discussions with Mr. Levy and 
Mr. Klein regarding efforts to settle the case? 

Mr. Matoney. I have not. 

Mr. DeWrnp. In fact, conferences with Mr. Levy concerning efforts 
to settle the case ? 

Mr. Maroney. He has mentioned to me from time to time that the 
case has never been settled, and if you want to call that a conference, 
that is your privilege. 

Mr. DeW inp. Now, have you discussed this case with Mr. Klein per- 
sonally ¢ 

Mr. Mavoney. Other than to say that I was sorry to hear that the 
case hadn’t been settled. 

Mr. DeWinp. Did you ever tell Klein that you had taken this 
matter up with Senator Bridges ? 

Mr. Maroney. I did not. 

Mr. DeWrnp. Did you tell Mr. Levy that you had? 

Mr. Maroney. Yes. 

Mr. DeWrnp. When did you tell Mr. Levy for the first time? 

Mr. Maroney. I would assume shortly after I talked to Senator 
Bridges, whenever that was. 

Mr. DeWrnp. How many times have you discussed the case with 
the Senator ? 

Mr. Mavoney. It is my recollection, my best recollection is, I would 
say, two or three times; and I might have, on various occasions when 
I saw him, I might have mentioned that the case had never been set- 
tled, and I have no recollection of any such thing, but I would say 
two or three times, or possibly twice, I am not sure. 

Mr. DeWrnp. Now, the first time you mentioned it to him, that you 
recall; and do you remember what the next occasion for discussing the 
case was? 

Mr. Matonery. It is my recollection that some time later, I can’t 
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tell you how much later, but it was not too much later 

Mr. DeWinp. The first time you took it up, the case 

Mr. Maroney. Do you want me to answer one question at a time? 

Mr. DeWrnp. I thought that you had finished your answer. I am 
very sorry. 

Mr. Ma.oney. I don’t think that you are paying attention. I had 
not finished. 

Mr. DeWrnp. I am paying very close attention. 

Mr. Matonry. Some time later, if I would see Senator Bridges, he 
told me that he had been to see the Bureau of Internal Revenue, and 
I gathered the impression that he had spoken to Commissioner Scho- 
eneman, and he said that he had been very cordially received, and 
had a very pleasant conversation, and that the Bureau had agreed to 
look into the matter. 

Mr. O’Brien. This is Senator Bridges? 

Mr. Matonry. Senator Bridges, yes. And that is the extent of my 
recollection of my conversation with Senator Bridges. 

Mr. DeWinp. That was after your first conversation with the Sen- 
ator. And how much had you told him about it? 

Mr. Maroney. The answer is naturally, Mr. DeWind 

Mr. DeWinp. Before any second conversation. This was between 
your first and second conversation. 

Mr. Maroney. I don’t know who is getting confused here. 

Mr. DeWinp. Iam sorry. Let me get this straight. The first time 
you talked to the Senator, how much did you tell him about the case? 

Mr. Maroney. No more than I knew, which was just the fact 
that the man had a jeopardy assessment against him, and he had 
apparently disclosed all of the facts and paid 25 percent capital gains 
tax. 

Mr. DeWinp. And did you tell him then that in your view, and 
in the view of your partner, Mr. Levy, the jeopardy assessment was 
improper, and that was the main thing you told him? 

Mr. Maroney. My impression at the time was that the Bureau had 
made a mistake. 

Mr. DeWrnp. What was the nature of the Bureau’s mistake? 

Mr. Maroney. I couldn’t understand how, if a man reports a trans- 
action apparently fully, and declares it to be a capital gain and pays 
the capital gain tax of 25 percent, I don’t understand how he can be 
charged with fraud in connection with the matter. 

Mr. DeWrnp. When you spoke to the Senator the first time, you 
told him it was a fraud case? 

Mr. Maroney. No. The jeopardy assessment was based on fraud, 
as I understood it. 

Mr. DeWrwnp. You understood this was a fraud case ? 

Mr. Ma.oney. I understood the jeopardy assessment was charged 
with fraud. 

Mr. DeWrnp. That is what Mr. Levy had told you? 

Mr. Mavoney. It is my recollection. 

Mr. DeWinp. The first time you saw the Senator, you said, “Here 
isa jeopardy assessment based on alleged fraud,” and that you .e- 
lieved there had been a mistake and there was no fraud ? 

Mr. M ALONEY. Now. are you telling me what I said to the Senat I ? 

Mr. DeWrnp. I am asking, is that what you said to him? 














2984 INTERNAL REVENUE INVESTIGATION 


Mr. Maroney. I have no recollection of saying what you said. I 
told him what I knew about the case. 

Mr. DeWinpb. Was that the substance and effect of what you said? 

Mr. Mauonry. As I have told you, I told the Senator that, in my 
opinion, there had been a mistake made. 

Mr. DeWrnp. All right. 

Mr. Mavoney. Now, whether I specifically used the word “fraud” 
or not, I have no recollection, and I may have, but I did tell him that 
I couldn’t understand why a man would be slapped with a jeopardy 
and a lien when he had declared the transaction and paid a tax on the 

capital-gains basis. 

Mr. DeWrnp. I had the impression a little while ago you said at 
the time you did not know it was a fraud case. 

Mr. Maroney. I have no recollection of whether I knew it or not. 
I may have known it. Mr. Levy may have told me. 

Mr. DeWinp. Now, what did you tell the Senator you thought had 
been the mistake about imposing a jeopardy assessment, and why was 
the Bureau wrong in imposing a jeopardy assessment ? 

Mr. Matoney. Mr. DeWind, this happened over 3 years ago, or 2 or 
3 years ago, and maybe more, and you are asking me now what I told 
the Senator about any particular matter, and I have no recollection. 

Mr. DeWrnp. Only in the most general way, Mr. Maloney. 

Mr. Maroney. I don’t propose to ) relate conversations I had with a 
Senator of the United States over 3 years ago, and I don’t propose to 
imagine what happened, or guess what happened. 

Mr. DeWrnp. I would be opposed to your imagining what had hap- 
pened, either. 

Mr. Maroney. I am very happy to hear that we are in agreement 
on one thing. I have told you my best recollection of it, and that is 
the extent of it. 

Mr. DeWinp. Now, am I correct in concluding from your testimony, 
Mr. Maloney, that what you gave the Senator the first time you saw 
him was just a general summary of what you understood about the case, 
in pretty general terms? 

Mr. Maroney. Mr. DeWind, you have heard my testimony, and it 
is on the record. 

Mr. DeWinp. Well, you first testified, I believe, that you didn’t 
know it was a fraud case at that time; and then you just a little minute 
ago said you did know it was a fraud case, and told the Senator that. 
And so you can understand my confusion about your testimony. 

Mr. Mavoney. I can’t help the fact that you are confused. I am 
not confused. 

Mr. DeWinp. I simply want to have no misunderstanding about 
what you knew about the case at that time, if we can possibly straighten 
out your testimony. 

Mr. Maroney. It doesn’t need any straightening out. The record 
will speak for itself. 

Mr. DeWinp. Did you know it was a fraud case? 

Mr. Matoney. I have no recollection of whether I did or didn’t. 

Mr. DeWrnp. Now, has Mr. Klein ever talked to you about your 
having Senator Bridges interest himself in the case? 

Mr. MaLoney. No, sir, not that I can recall. 

Mr. DeWinp. Did Mr. Levy ever tell you Mr. Klein had inquired 
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of him as to how Senator Bridges came to be interested in the case? 

Mr. Mavoney. I have no recollec ‘tion of any such conversation. 

Mr. DeWrnp. Well, within recent months has the matter been 
brought to your attention by Mr. Klein, either directly or through 
Mr. Levy? 

Mr. Matoney. No, sir. 

Mr. DeWrnp. You have not heard in any way that Mr. Klein 
inquired as to how the Senator happened to be involved in the case in 
any way ‘ 

Mr. Maroney. I have no recollection of ever hearing any such 
thing. 

Mr. DeWrnp. Have you ever taken action of this kind in any other 
case, without consultation with the attorneys retained to handle the 


case ‘ 
Mr. Maroney. I have no recollection of ever having done so; I may 
have. 


Mr. DeWrnxp. Do you consider it to be an unusual practice for a 
lawyer to take any part in connection with a pending case in which 
other lawyers have been retained to represent the c lient, without con- 
sultation with those lawyers? 

Mr. Maroney. What is this, now / 

Mr. DeWrnp. Do you consider it to be unusual for a lawyer to take 
any action with respect to a case that other lawyers are handling with- 
out consultation with them? 

Mr. Mavonry. That would all depend upon the circumstances of 
the case. 

Mr. DeWinpv. What circumstances make it usual ? 

Mr. Mavonry. The circumstances of the case. 

Mr. DeWinp. What were the circumstances of this case that made 
it not at all unusual for you to undertake to attempt to improve upon 
Mr. Klein’s case without consulting with his lawyers? 

Mr. Maroney. I resent your question, and I just simply won't 
answer it in the form in which you put it. 

Mr. DeWinp. What were you undertaking to do for Mr. Klein? 

Mr. Matoney. I was not intruding on his case in any way, shape, 
manner, or form, and I want that ¢ learly understood. 

Mr. DeWixp. What were you doing? 

Mr. Mavoney. Trying to assist him, a friend of my partner’s. 

Mr. DeWrinv. What is that answer, please ‘ 

Mr. Maroney. I was trying to assist him. He was a friend of my 
partner’s. 

Mr. DeWinpv. You were trying to assist Mr. Klein in his case, and 
have you ever similarly tried to assist other people in cases of this 
kind? 

Mr. Maroney. I may have. I have no recollection of it at this time, 
but I may have. 

Mr. DeWinp. Have you ever acted as a lawyer in a case in which 
some other lawyer or lawyers took similar action without consulting 
with you? 

Mr. Matoney. What is this, now ? 

Mr. DeWrnp. Have you ever been acting as a lawyer in a case, and 
had other lawyers engage in similar action as you did in this case, 
without consultation with you? 
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Mr. Matoney. It may have happened; it may have happened with- 
out my knowing about it. 

Mr. DeWrnp. You never learned of anything like that? 

Mr. Maroney. Not that I can recall. 

Mr. DeWinp. You do not consider this as unwarranted interference 
with another lawyer’s matter? 

Mr. Mavoney. I certainly do not. 

Mr. DeWinp. Did you ever take up any other cases with Senator 
Bridges or any other Senator? 

Mr. Mavoney. I may have, and I don’t recall at this time. 

Mr. DeWrnp. Did you ever take up any tax cases ? 

Mr. Matonry. No, sir. 

Mr. DeWrnp. This is the only time you have ever taken up a tax 
case ? 

Mr. Mavonry. It is the only tax case in which I have ever been in- 
terested, directly or indirectly. That is my present recollection. 

Mr. DeWrnp. Was there any particular reason, Mr. Maloney, why 
you selected Senator Bridges in this matter ? 

Mr. Mavonry. I will answer that in this way: Senator Bridges, I 
have known for, I would say, 10 years, and I consider him to be a 
friend of mine, and I asked him to do this thing for me as a friendly 
favor. And it is a matter of great regret to me that, as a result of 
doing a friendly favor for me, that Senator Bridges’ name has been 
brought into this matter. 

Mr. DeWrnp. It is possible, at least, Mr. Maloney, that if you had 
acquainted yourself more fully with the facts, and also had acquainted 
the Senator with those facts, the result might have been different. It 
seems to me you knew very little about the case to invite this sort of 
interest. 

Mr. Maroney. I know nothing at all about the facts, other than 
what I have told you. 

Mr. DeWrnp. As far as I can see, or at least so far as you have 
told the committee, there was no basis on which you could base a con- 
clusion that the case had been mishandled by the Bureau. 

Mr. Matonry. That is your conclusion, Mr. DeWind, and not mine. 

Mr. DeWinp. Well, just what was the mishandling of the case that 
the Bureau had engaged in? 

Mr. Mavoney. I will stand on the record on that. I think that I 
have answered that question four or five times. 

Mr. DeWrnp. Mr. Maloney, just what was it that you told Senator 
Bridges had been mishandled about this case? 

Mr. Mavoney. Read the record back in that respect. That has been 
answered four or five times. 

Mr. DeWrnp. Mr. Chairman, could you direct Mr. Maloney to an- 
swer the question ? 

Chairman Krne. Be a little more cooperative, Mr. Maloney. It is 
not unusual for men in your profession to ask the same question two 
or three times, and ask the same question in two or three fashions, and 
try to cooperate. 

Mr. Matonry. In court, Congressman King 

Chairman Krne. We are getting along pretty well now. 

Mr. Matonry. In court, the court would put a stop to such a thing 
pretty quickly. The question has been asked and answered a num- 
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ber of times, and I think any court would say to counsel, “You have 
been over that matter, and now go on to something else,” and I have 
had that happen. 

Mr. DeWinp. I would like to point out that Mr. Maloney has given 
several answers which were not consistent with each other, and I 
simply wanted to have no misunderstanding of what information he 
had given to the Senator. 

Mr. Mavoney. I think I have answered that question fully on the 
record, Congressman King. 

Chairman Kine. Why not answer it again, Mr. Maloney? 

Mr. Maroney. If you want it again. 

What was the question ? 

Mr. DeWrnp. Read the question, Mr. Reporter. 

(Whereupon, the pending question was read by the reporter, as 
above recorded. ) 

Mr. Matoney. It is my recollection that I probably told him that 
in my opinion, a mistake had been made in putting a Jeopardy assess- 
ment and a lien against this man after he had reported the matter and 
paid his taxes. 

Mr. DeWinp. That was, in substance and effect, all that you told 
the Senator ?¢ 

Mr. Matonry. That is my recollection of it. 

Mr. DeWinp. Then I think you said that subsequently, at some 
time shortly thereafter, the Senator told you that he had spoken with 
Commissioner Schoeneman, and that the Commissioner had said that 
he would look into the case. When did youn—— 

Mr. Maroney. Just a minute. I don’t believe that was my testi- 
mony. 

Mr. DeWinp. All right. 

Mr. Maroney. I said Senator Bridges said he had been over to the 
Bureau, and had talked to the people at the Bureau about the matter, 
and been cordially received, and they had promised to look into it. 

Mr. DeWinv. When did you next speak with the Senator about the 
case ¢ 

Mr. Maroney. I have no recollection of whether I did or didn’t 
speak to him again after that. I may have mentioned in passing that 
the case had never been settled, or not that the case had never been 
settled but that the jeopardy assessment had never been lifted and the 
man was still under lien. 

Mr. DeWrnp. Did you ever ask the Senator again if he would speak 
to anybody in the Bureau of Internal Revenue? 

Mr. Matoney. I have no recollection of doing so. I might have, 
but I have no recollection of it. 

Mr. DeWrnp. You feel certain that you never did make another 
such request ? 

Mr. Matonry. I have just said that I have no recollection of having 
done so. I might have in passing, and I do not have any recollection 
of that whatever. , 

Mr. DeWinp. Do you maintain a diary, a daily diary, Mr. Maloney ? 

Mr. Maroney. A very inadequate one. 

Mr. DeWinv. Would it be your practice to record in your diary 
meetings with people during the day, conversations ? ; 
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Mr. Matoney. In some instances, in cases where I have conferences 
with lawyers, in which I am active. And in some instances I keep 
a record of my time spent in court in connection with cases. Most of 
my work is trial work. And as I said, it is by no means a complete 
record. 

Mr. DeWrnp. If you had had any meeting to discuss the Klein case 
with anybody, would you have noted that in your diary ? 

Mr. Matoney. Are you referring to my conv ersations with Senator 
Bridges ¢ 

Mr. DeWrnp. Well, let us make it specifically those. 

Mr. Maoney. I was not acting as an attorney in this matter, and 
I would have no reason whatever for making any such entry, in my 
opinion. 

Mr. DeWinp. Well, now, as the case went on, did Mr. Levy keep you 
informed of conferences held in the case, and the outcome of the con- 
ferences ? 

Mr. Mauoney. My recollection is that aside from mentioning from 
time to time the case was still pending, and the jeopardy assessment 
outstanding, that is the extent of it. 

Mr. DeWinp. Now, did you ever discuss the case with Mr. Grune- 
wald? 

Mr. Maroney. My recollection is that either before I saw Senator 
Bridges I may have mentioned to Mr. Grunewald that I was going to 
see the Senator, or after I saw him I mentioned to him that I had seen 
him. 

Mr. DeWrnp. Did you ever ask Mr. Grunewald to do anything 
about the case ? 

Mr. Matoney. Not to my recollection. 

Mr. DeWirnp. Did Mr. Grunewald ever ask you to do anything about 
the Klein case? 

Mr. Mavoney. Not to my recollection. 

Mr. DeWrnp. But you did discuss it with Mr. Grunewald at or 
about the time that you first took it up with the Senator? 

Mr. Matoney. My recollection is that I did. 

Mr. DeWrnp. Did Mr. Grunewald ever tell you of any action he 
had taken in connection with the case? 

Mr. Maroney. Not that I can recall. 

Mr. DeWrnp. After that first time that you discussed the case with 
Mr. Grunewald, at about the time you first talked to Senator Bridges, 
you have no recollection of any further conversations ¢ 

Mr. Maroney. I have no recollection. 

Mr. DeWrnp. Did you ever see Mr. Klein and Mr. Grunewald to- 
gether at any time? 

Mr. Maroney. I would say “No.” 

Mr. DeWrnp. Did you ever see Mr. Levy, your partner, with Mr. 
Grunewald at any time? 

Mr. Maroney. I may have. I may have. I have no recollection 
of it, but I may well have. 

Mr. DeWrnp. Can you remember any occasion when you and Mr. 
Levy and Mr. Grunewald were together? 

Mr. Maroney. It might have happened, but T have no recollection 
of any specific occasion, and it might well have happened. 
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Mr. DeWrnp. Do you ever remember discussing the Klein case with 
Mr. Levy and Mr. Grunewald ¢ 

Mr. Maroney. I have no recollection of any such thing happening. 

Mr. DeWinp. Did Mr. Levy ever tell you that he had undertaken 
to assist Mr. Klein in any positive fashion in connection with this 
case f 

Mr. Mavonry. I know he told me, but when I can’t recall, that on 
one occasion he had met Mr. Oliphant in connection with obtaining 
a position for his son, who was a young lawyer just out of the service: 
and he told me, I believe, that in the course of that meeting he had 
mentioned this case to Mr. Oliphant. When he told me that, I don’t 
know; whether it was after the meeting or after this investigation 
began, I can’t tell you. 

Mr. DeWinp. Did he tell you whether or not Mr. Grunewald was 
present when he discussed the case ¢ 

Mr. Maroney. Yes; I believe he said Mr. Grunewald was present 
at luncheon, I think. 

Mr. DeWrnp. Mr. Oliphant and Mr. Grunewald and Mr. Levy had 
a luncheon and discussed the Klein case / 

Mr. Maroney. That is my recollection of the case. 

Mr. DeWrnp. Did your partner, Mr. Levy, tell you whether he had 
asked Mr. Oliphant to take any particular action in the case ? 

Mr. Maroney. I don’t recall him saying what he had asked him 
to do, and it is my recollection he said he had mentioned the Klein 
case to Oliphant. 

Mr. DeWrnp. Is Mr. Levy admitted to practice before the Treasury 
Department ’ 

Mr. Maroney. What is that? 

Mr. DeW inp. Is Mr. Levy admitted to practice before the Treasury 
Department ¢ 

Mr. Mavoney. I think you would have to ask Mr. Levy about that. 
I believe he is, but 

Mr. DeW inp. Are you admitted to practice before the Treasury 
Department ? 

Mr. Matoney. Yes, sir. 

Mr. DeWInp. Despite your admission to practice before the Treas- 
ury Department, have you never handled any tax cases ¢ 

Mr. Matonry. I never have. It is my recollection I ran across my 
card the other day, and I think it goes back to 1930. 

Mr. DeWtnpv. Nineteen what ¢ 

Mr. Matoney. 1930, I believe. I believe that is right. 

Mr. DeW Np. You have never spoken to any official of the Bureau 
of Internal Revenue regarding the Klein case ¢ 

Mr. Maroney. I have no recollection of having done so; no, sir. 

Mr. DeWrnp. Can you be sure that, apart from the one report from 
Senator Bridges about the case which you have related here, you 
have received no others ? 

Mr. Mavoney. I can recall no other. 

Mr. DeWinp. Let me revert for a minute to one other matter which 
was referred to briefly a while ago. After the time this case was 
first mentioned in the public hearings of this committee, did Mr. 
Klein ever make any inquiry, to your knowledge, concerning Senator 
Bridges’ connection with the ease ? 

Mr. Maroney. Not to my recollection. 
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Mr. DeWrnp. At that time your partner Mr. Levy’s name was 
mentioned in these hearings. Do you recall that Mr. Levy ever men- 
tioned to you in any way that Mr. Klein had inquired about the 
matter? 

Mr. Maroney. I have no recollection of any such conversation. 

Mr. DeWinp. Did Mr. Levy ever tell you that he had or had not 
mentioned Senator Bridges’ part in the case to Mr. Klein? 

Mr. Mavoney. He never told me he did. 

Mr. DeWrnp. Could you read that answer, Mr. Reporter? 

(The record was read by the reporter.) 

Mr. Mavoney. He never told me he did; that is my recollection. 

Mr. DeWinp. Are you sure that, in the course of your various 
conversations with Mr. Klein, you never mentioned to him that you 
had spoken to Senator Bridges about the case ? 

Mr. Maroney. That I am reasonably certain of. 

Mr. DeWinp. Did you have any reason why you did not tell Mr. 
Klein that you had interested the Senator in this case? 

Mr. Maroney. No reason, no reason. 

Mr. DeWinp. Was that not a matter in which he had a direct and 
personal interest? 

Mr. Maroney. You mean he had a direct and personal interest in 
the case ? Of course, he did. 

Mr. DeWinp. Here was something of some importance to his case, 
was it not? 

Mr. Ma.tonry. Are you going to argue this with me now as to why 
I didn’t tell him? 

Mr. DeWrnp. I am trying to figure out why you did not tell Mr. 
Klein you had spoken to Senator Bridges about his case. 

Mr. Matoney. I just didn’t tell him. 

Mr. DeWrnp. Did you deliberately decide not to tell him? 

Mr. Maroney. I did not tell him. 

Mr. DeWtnp. Was that a deliberate intention ? 

Mr. Mavoney. You are asking for the operation of my mind going 
back over 3 years ormore. The fact is I didn’t tell him. 

Mr. DeWrnp. I am asking you whether that was a deliberate deci- 
sion on your part not to tell him. 

Mr. Maroney. As far as I am concerned, my answer is, I didn’t 
tell him. Whether it was deliberate or not, how can anybody answer 
that? How can anybody answer? 

Mr. DeW inp. Was it mere oversight, or did you deliberately decide 
you mustn’t tell Mr. Klein about this? 

Mr. Mavoney. You are asking me now for the operation of my 
mind on that occasion. 

Mr. DeWinp. Was that an unreasonable thing to ask? 

Mr. Mavoney. I think it is unreasonable. 

Mr. DeWrnp. Did you ever tell Mr. Levy that you would not tell 
Mr. Klein about this? 

Mr. Mavoney. I don’t recall ever telling him that. 

Mr. DeWinp. Did you ever suggest to Mr. Levy that he should not 
tell Mr. Klein? 

Mr. Mavoney. I don’t recall making any such suggestion. 

Mr. DeWrnp. Was there any reason in your mind why you should 
not tell Mr. Klein? 
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Mr. Mavoney. None that I can think of. 

Mr. DeWrnp. Then is it your testimony that it was a mere oversight 
or a deliberate failure to tell Mr. Klein ? 

Mr. Mavonry. Mr. DeWind, you can draw whatever conclusion you 
wish from my testimony. I have told you I didn’t tell him. 

Mr. DeWinp. It seems to me it is a perfectly direct question, whether 
there was a deliberately formed intention. As a lawyer you are 
familiar with the distinction between deliberately formed intentions 
and mere oversights. 

Mr. Mavoney. Asa lawyer you should know better than to ask such 
questions. 

Mr. DeW np. I think we will get along if we do not exchange views 
as to what I should or should not ask you. 

Mr. Mavoney. I doubt if you and I will ever get along on any point 
of law or any case. 

Chairman Kine. Let us try, Mr. Maloney. 

Mr. Mavoney. I am more than willing to try. 

Chairman Kine. You have a reputation for being a very able and 
competent attorney at law. 

Mr. Matoney. Thank you, sir; I appreciate that. 

Chairman Kine. You have been a prosecutor for many years, and 
an able one, and I think you two gentlemen can get along much 
better than you have been getting along on the basis of what is and 
what is not an improper question. Let us try anyway. We are 
getting along pretty well, and let us try to continue. 

Mr. Maroney. I am more than willing to try. 

Mr. DeWinp. Mr. Maloney, we had some questions and answers 
here concerning this loan that you did not remember that Mr. Grune- 
wald had made to you. And you seem to place some stress upon the 
question of whether or not your failure to disclose the loan had been 
made was deliberate or a mere oversight. Does that seem to create 
a distinction in your mind as to whether you deliberately failed to 
disclose the loan or simply forgot about it ? 

Mr. Maroney. I will say this: That my answer given at that time 
was what I honestly believed to be the fact at that time. 

Mr. DeW inp. Do you consider it makes a difference whether it wa’ 
a deliberate intention not to answer correct ly or— 

Mr. Mavoney. I think we had a discussion about that yesterday 
or a discussion today. If I deliberately told something I knew to be 
false, that would be one thing. 

Mr. DeWinp. Did you deliberately not tell Mr. Klein? 

Mr. Maroney. I have told you I did not tell him. 

Mr. DeW np. And I am asking you, Was that a deliberate failure? 

Mr. Maroney. Whether there was no occasion for me to tell him, 
or whether I deliberately did not tell him, that is a question I cannot 
answer. 

Mr. DeWinxp. Why did you not say that the first time? It would 
have saved a lot of time. 

When did you first learn that the fact that Senator Bridges had had 
a connection with Mr. Klein’s case had come out in the public hearings 
of this committee ? 

Mr. Maroney. Honestly, I can’t answer that question. 

Mr. DeWinp. Did you learn of it some months ago ? 








2992 INTERNAL REVENUE INVESTIGATION 


Mr. Matoney. I would say it was some time ago. I can’t tell you 
when. 

Mr. DeWrnp. Did you take any action at that time to inform Mr. 
Klein either directly or through Mr. Levy or in any other way—— 

Mr. Maroney. I didn’t. 

Mr. DeWrnp. As to how Senator Bridges had become connected 
with his case ¢ 

Mr. Matonry. I did not. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. Are there any questions? Do you have any ques- 
tions / 

Mr. Curtis. I have no questions. 

Mr. Kean. Mr. Chairman? 

Chairman Kine. Mr. Kean. 

Mr. Kean. Mr. Maloney testified under oath on March 19 that he 
had never borrowed money from Mr. Grunewald while he was in 
the Government service. On March 20 our committee showed evi- 
dence that this was not true. On the same day Mr. Maloney testi- 
fied he knew nothing of an alcohol case in which Mr. 

Mr. Maroney. I beg your pardon; that is not my testimony. The 
record will bear me out. 

Mr. Kean. That is what I understood the testimony to be. 

The statement was that you had absolutely no recollection of the 
alcohol case in which Mr. Grunewald was involved. 

Mr. Mavoney. That is right. 

Mr. Kean. Yesterday our committee showed proof that Mr. Malo- 
ney had had a conference with Government officials. 

Mr. Mavoney. I might add, at that time I said I might have had such 
conversation, but I had no recollection. 

Mr. Kean. Mr. Chairman, I move that a transcript of these hear- 
ings of today, yesterday, and the day before be transmitted to the 
Justice Department for review as to whether perjury has been com- 
mitted. 

Chairman Krne. The motion has been made. Is there any 
discussion ? 

If there is no discussion, is there any objection ¢ 

If there is no objection, that will be the order. 

Mr. Maroney. Are you finished? May I say that, as far as I am 
concerned, this committee can refer anything it wishes to the Depart- 
ment of Justice, as far as Iam concerned. 

Chairman Kine. Are there any further questions? If there are no 
further questions, you may be excused, Mr. Maloney, but the com- 
mittee desires that you remain, for a short time, I hope, for perhaps 
further recall to the chair. 

Mr. Maroney. Mr. King, I testified here, I have been here 3 days. 
I think it is unconscionable. I have explained to you that I am a 
practicing attorney. 

Chairman Kine. It is not unconscionable. 

Mr. Mavoney. I am a practicing attorney. I have a practice in 
New York. Ihave come here at your request and remained here for 3 
days. You told me yesterday that I would be finished yesterday 
afternoon, and you said it was with great regret I would have to return 
this morning. I am here today. I was here at 10 o'clock, and the 
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committee did not meet until 10:30. Iam now told I must remain 
another indefinite time. 

I see no reason why this committee cannot ask me whatever ques- 
tions they wish to ask me now and be finished with this thing, and 
I earnestly assert as a lawyer I am entitled to that courtesy. 

Chairman Kine. I earnestly assert, too, Mr. Maloney, and reiterate, 
my and the committee’s regret. I still must oblige you to remain 
under the jurisdiction of the committee for an indefinite period of time 
today. I hope it will not be too long. 

Mr. Mavoney. You mean that you may wish to recall me for fur- 
ther questions ¢ 

Chairman Kine. That is correct. 

Mr. Mavonry. I have no alternative but to bow to your order. 

Chairman Kine. You are excused, Mr. Maloney, under the terms 
that I have just stated. 

We will take a 5-minute recess. 

( Whereupon a short recess was taken.) 

Chairman Kine. Mr. Gill. 

You will be sworn, Mr. Gill, please. 

Do you solemnly swear that the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Griz. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF EDWARD P. GILL, FORMER INVESTIGATOR, ALCO- 
HOL TAX UNIT, BUREAU OF INTERNAL REVENUE 


Mr. DeWryp. What is your full name, please / 

Mr. Git. Edward P. Gill, G-i-1-l. 

Mr. DeWinp. And what is your occupation / 

Mr. Griz. I am in the real-estate business at the present. 

Mr. DeWIinp. Were you in 1944 an investigator for the Alcohol Tax 
Unit? 

Mr. Giiu. I was. 

Mr. DeWrnp. Were you assigned a part of the investigation in- 
volving the American Distilling Co. in 1944 ¢ 

Mr. Git. Yes, sir. 

Mr. DeWinv. What did that investigation generally relate to? 

Mr. Giz. I was assigned to make a surveillance of the activities of 
Henry Grunewald; that is, as to when he left home and where he 
went. 

Mr. DeWrinp. What was the investigation that Mr. Grunewald 
fitted into? 

Mr. Gitu. It was in connection with the American Distilling Co. 
investigation out of New York. 

Mr. DeWinp. What were you investigating? I mean, what was the 
investigation of the American Distilling Co? 

Mr. Gitu. Black-market. activities, over-ceiling prices of whisky. 

Mr. DeWinp. You were investigating charges that there had been 
over-ceiling sales of whisky in the black market by the American 
Distilling Co? 

Mr. Gitu. That is correct. 

91550—52—pt. 422 
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Mr. DeW inp. What was your post of duty at that time? 

Mr. Guu. Washington, D. C. 

Mr. DeWrnp. And you were assigned to investigate Mr. Grunewald 
in that connection ¢ 

Mr. Guu. Yes, sir. 

Mr. DeWinv. What was the charge that you were investigating 
concerning Mr. Grunewald ¢ 

Mr. Gitu. What, sir? 

Mr. DeWrnp. What charge had been made, or what information 
concerning Mr. Grunewald were you investigating ? 

Mr. Git. I had heard through reports that he was under investiga- 
tion in connection with the American Distilling Co., and that since 
he was living in Washington, D. C., at the Westchester Apartments, I 
was assigned to look after any activities that he might be into here 
in Washington, as to his character and reputation or any illicit opera- 
tion that might be going on. 

Mr. DeWinp. In the course of that investigation, did you learn 
that Mr. Grunewald and Mr. Maloney were acquainted ? 

Mr. Git. Yes, sir. 

Mr. DeWrnp. How did that all come about ? 

Mr. Guu. I interviewed Mr. Shimon, of the Metropolitan Police 
Department, and the United States Attorney’s Office, and he told me 
that he knew Grunewald very well, and that Assistant Attorney Gen- 
eral Maloney was a very good friend of Grunewald; that Grune- 
wald, Maloney, and he, Shimon, had lunch just previously with Gene 
Tunney at the Mayflower Hotel. 

He also told me about Mr. Marsh leaving Grunewald $50,000. 

Mr. DeWtnp. That is Henry W. Marsh, the insurance man? 

Mr. Guu. Yes, sir. And I decided then to see Mr. Maloney and 
see if I couldn’t get some information from him, or at least talk with 
him relative to Grunewald, and I reported to Mr. Avis, and Mr. 
(vis said he knew him very well, that he knew Maloney real well, and 
that he would talk with Maloney himself. 

So I dropped out of the picture at that time. I learned later that 
Mr. Harzenstein had been sent over by Mr. Avis to Mr. Maloney’s 
office to talk with him. 

Mr. DeW np. Specifically, the inquiry you were making was 
whether or not Mr. Grunewald had any part in black-market whisky 
sales of the American Distilling Co. liquor? 

Mr. Guu. That is right. 

Mr. DeWrnp. After you had talked to Mr. Avis—incidentally, who 
is Mr. Avis? 

Mr. Guu. He was chief of the enforcement throughout the United 
States for the Alcohol Tax Unit, Internal Revenue, Treasury De- 
partment. 

Mr. DeWrnp. At that time? 

Mr. Git. At that time. 

Mr. DeWinv. That is Mr. Dwight Avis? 

Mr. Guu. Yes, sir. 

Mr. DeWrnp. Mr. Avis said he was acquainted with Mr. Maloney 
himself, and would take care of getting in touch with Mr. Maloney? 


Mr. Giz. Yes, sir. 
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Mr. DeWrnp. In general, what did this American Distilling Co. 
case involve? Can you briefly describe the matters that were de- 
veloped ? 

Mr. Gitt. No, I can’t; only what I heard. It was a Nation-wide 
investigation out of New York. Russell P. Brown, who was president 
of this distilling company, and a group of others, including Grune- 
wald, and another name, Tommy Gorman, who was the son-in-law of 
the Guggenheims, were involved, among others. And each investiga- 
tor would get an assignment throughout the country in that particular 
area where he was working, and knew things that went on there. 

I don’t know whether Grunewald was indicted or he was not in- 
dicted. I don’t think he was indicted, but he was to be indicted. The 
others were indicted, and I think the case was settled by paying cash 
fines of some kind, or assessments. 

Mr. DeWinv. What specific information was developed concerning 
Mr. Grunewald’s connection with American Distilling? 

Mr. Guz. I can’t tell you, sir. 

Mr. DeWrnp. You mean you do not know ? 

Mr. Giz. I don’t know. Nothing insofar as my investigation went 
in Washington. 

Mr. DeWinp. Your investigation established no connection ? 

Mr. Guu. No, sir. 

Mr. DeWrnp. Did you have any specific information on which you 
based your investigation, or was it just a general inquiry? 

Mr. Giti. No, sir: just a general assignment coming from my office 
in Baltimore. 

Mr. DeWrxp. On what basis was there any reason to suppose that 
Mr. Grunewald might have some connection with it / I mean, what 
started the investigation of Mr. Grunewald ? 

Mr. Git. I couldn't tell you that. I made many visits to govern- 
mental agencies here in Washington. One of them was to the Alien 
Property Custodian’s office, Mr. Leo Crowley. I interviewed him, 
and he said he didn’t know Mr. Henry Grunewald. And I had heard 
he had worked for him. 

Then I went out in the same building in the personnel office and 
obtained the personnel file and learned from his file that he was 
emploved by Mr. Crowley, and that a letter was written by Mr. 
Crowley and that Mr. Grunewald should act as director in his absence. 
And the civil service had disapproved or turned him down on his 
application for a position, and he was employed anyway as a special 
employee, at $22.50 a day plus his expenses. 

I didn’t learn anvthing from the files in connection with the ac- 
tivities of the black-market end of it. 

Mr. DeWinp. When the matter of seeing Mr. Maloney was taken 
up with Mr. Avis, that was the end of your part of the case? 

Mr. Git. Yes, sir. I had followed Mr. Grunewald on two occasions 
from his home to the airport and he boarded a plane on both occa- 
sions, and that ended my surveillance for the time being. 

Mr. DeWrnp. I have no further questions of Mr. Gill. 

Chairman Krxe. Are there any further questions? You may be 
excused, Mr. Gill. 

Mr. Gui. Thank you, sir. 
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Chairman Kine. The committee appreciates the information which 
you have given. 

Mr. DeWinp. Mr. Harzenstein ¢ 

Chairman Kine. Mr. Harzenstein, pardon me, you may be excused 
for a few moments. 

Mr. Avis, please. Will you be sworn, Mr. Avis? 

Do you solemnly swear that the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Avis. I do. 


Chairman Kina. Be seated, please. 


TESTIMONY OF DWIGHT E. AVIS, DEPUTY COMMISSIONER, ALCO- 
HOL AND TOBACCO TAX DIVISION, BUREAU OF INTERNAL 


REVENUE 


Mr. DeWinp. What is your full name? 

Mr. Avis. Dwight E. Avis. 

Mr. DeWinp. What is your present occupation with the Bureau of 
Internal Revenue ¢ 

Mr. Avis. Deputy Commissioner of the Alcohol and Tobacco Tax 
Division. 

Mr. DeWinp. That position means that you are in charge in Wash- 
ington of all Alcohol Tax Unit operations in the country ¢ 

Mr. Avis. That is correct. 

Mr. DeW inv. How long have you held that position ? 

Mr. Avis. Since November 14, 1951. 

Mr. DeWinp. You succeeded Mr. Carroll E. Mealey? 

Mr. Avis. I did, sir. 

Mr. DeWinp. In 1944 what was your position ? 

Mr. Avis. I was then Assistant Deputy Commissioner in charge of 
enforcement. 

Mr. DeWinp. Mr. Avis, are you familiar with the investigation of 
the American Distilling Co. that has been mentioned here by Mr. Gill? 

Mr. Avis. I am; yes, sir. 

Mr. DeWinp. Could you describe what that investigation related 
to, and what connection Mr. Grunewald was supposed to have had 
with it? 

Mr. Avis. That investigation involved the Nation-wide distribu- 
tion on the part of Foster & Co. 

Mr. Kran. What is that Foster? F-o-s-t-e-r?/ 

Mr. Avis. Yes—involving cash side-money black-market operations. 
The case is sometimes referred to as the American Distilling case, in 
that that company did finance some of the early operations of Foster 
& Co., including, as I recall, the financing of the purchase of the 
Country Distilling Co. in Kentucky which had a substantial inventory 
of bourbon whisky which was in very short supply at that time. ~ 

Now, as I say, this case was investigated more or less simultaneously 
all over the United States. Mr. Gill, who appeared here, handled one 
small angle here in Washington. There was an investigation con- 
ducted which did involve Mr. Grunewald, and several other individ- 
uals here who were in the liquor business. That aspect might be 
referred to as a very small one in the total picture. 
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In other words, there were some conferences here in which Mr. 
Grunewald participated, and some transactions that grew out of them. 
This entire case was reported to the United States attorney for the 
southern judicial district of New York, a very voluminous case re- 
port, and was the subject during the investigation of some grand- 
jury testimony and inquiry. The case, however, was not—never 
reached the indictment stage. It was not prosecuted. 

Mr. Kran. Mr. Grunewald was not in the liquor business, was he, 
ever ¢ 

Mr. Avis. I would say not as such, generally, no. I think his con- 
nection was that of, perhaps, introducing people and getting them 
together. He may have acted as a broker. I am not just too familiar 
with the details of that situation. It is all a matter of record, though, 
in case reports. 

Mr. DeWrnp. What was the development, do you recall, Mr. Avis, 
that led to investigating Mr. Grunewald? What led to your being 
asked to look into the Grunewald matter / 

Mr. Avis. Well, these transactions were handled all over the country 
through brokers, various wholesale liquor dealers, and it was in con- 
nection with one of those, in running the evidence down here, that the 
transaction in some wise involving Mr. Grunewald came under inquiry. 

Mr. DeWrnp. Had you developed evidence that Mr. Grunewald 
had been associating with some of these people engaged in these 
transactions / 

Mr. Avis. Oh, ves. I have a memorandum here which I will be 
glad to supply you with, which does indicate his connection. 1 am 
just a little bit—he did participate in these conferences. 

Mr. DeWrnp. That is, you had evidence that Mr. Grunewald 
participated in conferences with people that had been engaged in 
black-market whisky activities or were suspected of that engagement ? 

Mr. Avis. That is right; yes, sir. We developed that evidence. 

Mr. DeWinp. Mr. Chairman, do you want to make this memoran- 
dum that Mr. Avis has referred to a part of the record here ¢ 

Chairman Kine. What is the opinion of ‘counsel 

Mr. Avis. I am not sure that you have seen this, Counsel. I be- 
lieve it was in the files that were furnished, the very extensive files 
that were furnished the committee, and it may well be that the files 
were so extensive that the memorandum may not have come to your 
attention. 

Mr. DeWrnp. This memorandum, there is no reason why you 
cannot submit it, and leave it with the committee to be made a part 
of the record if the committee so desires ? 

Mr. Avis. I don’t think so. The memorandum was prepared in 
view of showing just the entire connection of Mr. Grunewald insofar 
as the entire files of the Aleohol Tax Unit included this Foster or 
so-called American Distilling case that we are discussing. 

Mr. DeWinp. May we then accept the memorandum and decide 
subsequently whether it should be made a part of the record at this 
point ¢ 

Chairman Kine. With no objection that will be the order. 

Mr. Avis. That is a copy, sir. 

Mr. DeWinp. Thank you. 











2998 INTERNAL REVENUE INVESTIGATION 


Mr. Gill has said that when he discovered that Mr. Maloney was 
acquainted with Mr. Grunewald, he came and spoke to you about it; 
is that correct 4 

Mr. Avis. I don’t have any distinct recollection of this conference. 
I am satisfied that it occurred. I am satisfied that I called Mr. Maloney 
and arranged for an appointment for Mr. Harzenstein to go over 
and discuss—— 

Mr. DeW inp. How do you satisfy yourself of that? From the 
records in the files? 

Mr. Avis. I certainly do; yes, sir. 

Mr. DeWrnp. You find a record of a telephone call having been 
made by you to Mr. Maloney? 

Mr. Avis. Yes, I find a reference to that I did make such a call, 
and I was in somewhat continued touch with him about various cases 
in his capacity at that time. I am satisfied that I did make such a 
contact. 

Mr. DeWinp. Can you establish the date of that call? 

Mr. Avis. I cannot, sir. The report is dated the 28th of July 1944. 

Mr. DeWinp. So it would have been at some time shortly before 
July 28, 1944¢ 

Mr. Avis. I would say, yes, shortly before. 

Mr. DeWinp. You had no conversation yourself with Mr. Maloney 
except this telephone call concerning Mr. Grunewald ¢ 

Mr. Avis. Not that I recall. 

Mr. DeWinp. When you called Mr. Maloney, did you tell him that 
Mr. Harzenstein would come over to speak to him about Mr. Grune- 
wald? 

Mr. Avis. I am satisfied that I did: yes, sir. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. Are there any questions? You may be excused, 
Mr. Avis. The committee appreciates the information that you have 
given them. 

Mr. Harzenstein ? 

Do you solemnly swear that the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Harzenster. I do, sir. 

Chairman Krne. Be seated. 


TESTIMONY OF A. S. HARZENSTEIN, HEARING EXAMINER, 
ALCOHOL TAX UNIT, BUREAU OF INTERNAL REVENUE 


Mr. DeWinp. Will you give your full name? 

Mr. Harzenstrern. A.S. Harzenstein. 

Mr. DeWtnp. Mr. Harzenstein, what is your present position with 
the Bureau of Internal Revenue? 

Mr. Harzenstein. I am a hearing examiner for the Bureau on some 
phases of the Bureau and some phases of the Treasury generally. 

Mr. DeWrnp. Are you attached to the Alcohol Tax Unit? 

Mr. Harzenstern. Yes, sir. 

Mr. DeWinp. In 1944 what position did you hold with the Alcohol 
Tax Unit? 

Mr. Harzensretn. I was an examiner at the headquarters here in 
Washington and was on Mr. Avis’ staff. 
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Mr. DeWinp. What part did you have in this Foster Co. or Ameri- 

ean Distilling investigation ? 

Mr. Harzenstern. I had the coordination and the supervision of the 
investigation in Washington under the general direction of Mr. Avis. 

Mr. DeWrnp. In that position were you coordinating the Nation- 
wide investigation ¢ 

Mr. Harzenstein. Yes, sir; all the evidence came over my desk at 
one time or another 

Mr. DeWrnp. For Mr. Avis you were in charge of this particular 
investigation ¢ 

Mr. Harzenstein. For Mr. Avis I was in charge of it. I reported to 
Mr. Avis. 

Mr. DeWrnp. Can you specify just what information was developed 
concerning Mr. Grunewald ? 

Mr. Harzenstern. Yes, sir. This probably forms the basis of Mr. 
Gill’s investigation of Mr. Grunewald: ‘There was a retail liquor 
dealer in town by the name of Aaronson, as best I recall—I have not 
had the opportunity to go through these papers—and Aaronson had 
a customer by the name of Burke, I believe it was Charles Burke, and 
a statement was taken from Aaronson in which he alleged that Burke 
made him a proposition, that he could have delivered to Aaronson, 
or to Aaronson’s nominees, carloads of whisky. A carload would run 
approximately 1,800 cases. That took financing. 

Aaronson then talked to two or three other people to finance this 
deal, possibly a half million dollars at a time. A meeting was ar- 
ark in some sort of a night club atmosphere, I believe it was at 
the Mayflower Hotel, in which there were present, according to the 
statements of witnesses, Henry Grunewald, Russell Brown, president 
of the American Distilling Co., Aaronson, Burke, and, oh, two or 
three others. They were the two groups sitting at separate tables. 

Mr. DeWrnp. Might I interrupt you, Mr. Harzenstein. Is what 
you are relating here established fact, or are these allegations made by 
a particular person? Are these the findings of your investigation, or 
just what is it you are relating ? 

Mr. Harzenstein. These facts are contained in the statements of 
witnesses, and the facts which we believed, and were incorporated 
in our report. 

Mr. DeWrnp. You are relating what was incorporated in your 
report derived from the sworn statements of witnesses? 

Mr. Harzensrern. Yes, sir. 

Mr. DeWrnp. Thank you. 

Mr. Harzensrrin. The two groups sat at opposite tables, and then 
there was an intermediary going back and forth, and the proposition 
was made to consummate the deal. It was an over -ceiling proposition, 
and Aaronson’s financial backers would not go for it because it was 
outright black market. And they couldn't get together on any basis to 
bring it anywhere within the law, and that ended that deal. 

Grunewald was referred to throughout as the Prince, and it was indi- 
cated that he had the authority. 

Mr. DeWinpv. Who says this? 

Mr. Harzenstetn. That was the statement of Aaronson and one 
or two other witnesses that were present. 
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Mr. DeWinp. That was a corroborated statement of Aaronson, as 
corroborated by other witnesses ¢ 

Mr. Harzenstein. By at least one other witness. 

Mr. DeWrnp. All under oath or both under oath ? 

Mr. Harzenstern. I assume they were under oath. Each page was 
signed, and they are the same type of statements as taken by us. 

As a result of that, I assume that Gill was assigned to find out who 
this man Grunewald was—we had never heard of before—and the in- 
vestigation was made of him. 

Then this other thing came up, that Mr. Maloney knew Grunewald, 
and then we thought we might get some help there. That was the 
background of it. 

Mr. Kean. Mr. Maloney was then an official of the Department of 
Justice ? 

Mr. Harzensrern. Yes, sir, he was a special assistant to the At- 
torney General, and he had something to do with the coordination of 
this type of work, and acted as a liaison officer. 

Mr. DeWinp. Did Mr. Avis ask you to go over and see Mr. Maloney 
and talk to him about Grunewald ¢ 

Mr. Harzensrern. I have no recollection of Mr. Avis asking me. 
I have no recollection of talking to Mr. Gill as incorporated in the 
memorandum, but I am satisfied that this memorandum is absolutely 
correct, and I had it in my hands and initialed it. My symbols are 
on it. I do have a recollection of going over and talking to Mr. 
Maloney. I just don’t remember how I came to go over. I do remem- 
ber talking with him. 

Mr. DeWunp. Could you relate, to the best of your recollection, the 
conversation that you had with Mr. Maloney ? 

Mr. Harzenstrern. I only remember this much: That Mr. Maloney 
told me that he had contacted Mr. Grunewald, and that Mr. Grune- 
wald, in effect, denied the essence of the testimony of our witnesses, 
and said that he wanted to do a favor for Burke, whom, I believe he 
said, was then his chauffeur, and Burke was about to get married, and 
he wanted to get him a job, and it had something to do with the liquor 
business, and he found out about the nature of the proposed transac- 
tion, they abandoned it, and he had no more to do with it. 

I, of course, considered that as a complete negative result. The 
effect of it was merely that Mr. Grunewald was trying to whitewash 
himself, and I considered that that explanation was unsound, be- 
cause there was too much money involved, several hundred thousand 
dollars in possible profits, and a man does not do that as a favor for 
his chauffeur. 

Mr. DeWinp. Let me understand this. At the time that you went 
to see Mr. Maloney, he had evidently already spoken to Mr. Grune- 
wald, is that correct ? 

Mr. Harzenstern. Yes, sir. 

Mr. DeWrnp. He knew what you were coming over to talk to him 
about ? 

Mr. Harzenstrew. Definitely. 

Mr. DeWrnp. How had he learned that? By telephone? 

Mr. Harzenstern. I assume the contents of this memorandum must 
be correct. The only conclusion we can draw is that Mr. Avis called 
Mr. Maloney, and Mr. Maloney called Mr. Grunewald. That is the 
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only conclusion we can come to. Unfortunately, I talked with Mr. 
Gill right before we came in here, he does not remember talking to 
me. but it is evident that he did talk to me, and I did give him the 
information contained in the memorandum. 

Mr. DeWinp. So that Mr. Maloney had been asked to find out what 
he could from Mr. Grunewald concerning Aaronson’s allegations that 
Mr. Grunewald had attended this conference with the people you 
have named ¢ 

Mr. Harzenstern. That is correct. 

Mr. DeWrnp. Some time in 1943, is that correct ? 

Mr. Harzenstein. I think it was “44. Whatever date is on that 
memorandum would be the correct date. I think it was July *44, but 
I wouldn’t want to rely on my memory in that respect. 

Mr. DeW inp. Can you establish the date of the meeting that Aaron- 
son alleges that Grunewald attended? I think that must have been 
in 1943, was it not ? 

Mr. Harzenstein. The date of that meeting would necessarily have 
to be some time prior to the date of Gill's report, because otherwise 
there would be no basis for investigating Grunewald. 

We can, of course, furnish copies of that statement, and it is dated. 

Mr. DeWrnp. All right. In any event, Mr. Maloney had been in- 
formed of Aaronson’s allegations that Grunewald had attended this 
conference about liquor sales ? 

Mr. Harzenstein. | assume that that must have happened. I don’t 
remember at all. 

Mr. DeWinp. It is clear, in any event, that Mr. Maloney told you 
he had asked Mr. Grunewald about attending some such meeting or 
that particular meeting ¢ 

Mr. Harzensrein. That is correct. Certainly, it is very clear that 
I had to have told Mr. Maloney about this meeting, or he could not 
have conveyed that information to Mr. Grunewald in order to receive 
a denial. 

Mr. DeWinv. Did I understand the import of your testimony to be 
that Mr. Maloney had said Mr. Grunewald was at such a meeting, 
that he had met with these people? Is that correct? But that the 
purpose had been to discuss a position for Burke? 

Mr. Harzenstrern. That was the gist of it, although I don’t recall 
Mr. Maloney naming these people at all. As I recall, the gist of 
it was that he was at such a meeting, and he simply went there to 
do a favor for his chauffeur, and then he dropped it, and that was 
the gist of it. He completely disconnected and disassociated himself. 

Mr. Kean. And it was a half-million-dollar case. 

Mr. Harzenstein. The case—— 

Mr. Kean. It was a half million dollars’ worth of liquor, a little 
favor for his chauffeur. 

Mr. Harzenstein. That was probably what was involved in that 
particular phase of it. There was much more than that involved 
all together. 

Mr. Kean. There was a haif million dollars involved. 

Mr. Harzensrein. In that phase of it, about a half million dollars. 

Mr. Kean. As a favor to his chauffeur? 

Mr. Harzensrer. Yes, sir. 
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Mr. DeWinp. Did Mr. Maloney transmit to you any explanation 
from Mr. Grunewald as to what Burke’s connection with the matter 
was to be? 

Mr. Harzenstern. I should say not. I just don’t recall anything 
on that score. 

Mr. DeWrnp. Just in some way Mr. Grunewald was trying to get 
Mr. burke into the liquor business; is that it ¢ 

Mr. Harzensrern. Mr. Burke was about to be married, and he was 
trying to get him a job in a liquor business. Of course, that did 
not dovetail with our proof, because there was no job, and there was 
10 out-and-out employment involved in this at all. 

Mr. DeWinp. After you got this information from Mr. Maloney, 
what was done about the Grunewald investigation / 

Mr. Harzenstrern. That was followed through, and I believe that 
there was some further connection established with Grunewald. 
Burke and a couple of men named Cott and Quarino—but unfor- 
tunately I don’t remember just in what way they were connected. 
I think Burke, Cott, and Quarino were indicted, and then I believe 
we got a report from one of our men in New York who said Burke 
was willing to make a statement, that is ,we got it through his attorney, 
and we wrote back to our man saying to recommend that to the United 
States attorney that Burke’s statement be accepted. And I think 
the deal was that he be given immunity, and we recommended that 
that be done. We thought that was to the best interest of the Govern- 
ment. And we also instructed our man to be present at this time, to 
see what was taking place, or to encourage Burke to make such a 
statement, because we felt that would be invaluable in breaking this 
case, 

As far as I know, nothing happened, and Burke never made a 
statement. I believe they were all subsequently convicted, and my 
best recollection is that it was two or three different parts of the 
country, Burke and these other two people, for black-market whisky 
transactions. 

Mr. DeWrnp. Do I understand or conclude then that so far as Mr. 
Grunewald was concerned your conversation with Mr. Maloney pro- 
duced nothing of assistance in your investigation ¢ 

Mr. Harzensrern. It produced nothing of assistance. He was 
named as a defendant in the treble damage suit running into several 
million dollars, he was named as a prospective defendant for indict- 
ment. As far as I know, the whole business was not successful, at 
least up to the time I left that phase of the work. 

Mr. DeWrnp. Did Mr. Maloney say anything else to you in the 
conversation you had with him? 

Mr. Harzenstern. You mean about 

Mr. DeWrnp. Anything in the course of his conversation that you 
had with him. 

Mr. Harzensterx. He did say that Grunewald called some Senators 
by their first name, and could walk in their office without taking his 
hat off, and something like that. 

Mr. DeWrnp. Maloney said this to you in this conversation? 

Mr. Harzenstrern. During the conversation. 

Mr. DeWixp. Do you have any further recollection of just how 
that conversation came up, and what was said? 

















INTERNAL REVENUE INVESTIGATION 3003 


Mr. Harzenstrern. Well, it was my—I should say—suspicion, and 
investigators are always suspicious, they grab hold—— 

Mr. DeWrnp. I do not think we should get your suspicions, I want 
to know if you can remember just how this conversation came up about 
Grunewald’s acquaintances, and what he could do and what people he 
knew. How did that come about? 

Mr. Harzenstern. I don’t remember specifically. I can only re- 
create it through this suspicion idea. I just don’t recall what I said 
to Mr. Maloney that brought that reply. The only reason that I re- 
member the reply is the expression “walk into a Senator’s office with- 
out taking his hat off.” That rested with me. I had never heard an 
expression like that before or since, and that stuck. Just what brought 
it about. I don’t know. 

Mr. Kean. Why should Mr. Maloney, in discussing a case with you 
with reference to Mr. Grunewald, try to impress you with how close 
his relations were with certain Senators? 

Mr. Harzenstern. I don’t know, except we were not getting too 
far with the case, and it may be that I conveyed some of that idea to 
Mr. Maloney at some time or another. We were not getting the prog- 
ress and the attention in the case that IT thought we should get. And 
outside of that, I don’t know. But I do know very definitely that re- 
mark was made. There is no question about it in my recollection. 

Chairman Kine. You were disappointed with the results of the 
cooperation ? 

Mr. Harzenstern. Well, of course, we were disappointed. We had 
hoped that if Mr. Maloney knew Grunewald that he would have some 
influence with Grunewald to make Grunewald our witness. We were 
not after Grunewald, we were after these people that got all of these 
millions in cash side money. We were after them. We thought 
Grunewald could break it open for us. And, of course, we got nowhere. 

Mr. DeWrnp. Mr. Chairman, I have no further questions. 

Chairman Kine. Mr. Kean? 

Mr. Kran. Mr. Harzenstein, you remember talking to Mr. Maloney 
and what he said; Mr. Avis remembers a telephone call to Mr. Ma- 
joney ; Mr. Gill remembers the case; and yet Mr. Maloney, under oath, 
testified before us that to the best of his knowledge he did not remem- 
ber anything about this, a case involving a half million dollars, and 
a case in which one of his very cood friends might have gone to jail. 
His testimony is unbelievable. Do you not think it is peculiar that 
he does not remember something about it ? 

Mr. Harzensrein. It seems to me he would have to remember the 
case generally, I mean, the American Distilling Co. case generally, 
because I talked to him more than once about it. 

Now, on Grunewald I talked to him on that one occasion only, and 
with that answer Grunewald was washed up. I mean, we were through 
with that. In other words, he doesn’t remember me coming over there. 

Mr. DeWrnp. Can you recall, Mr. Harzenstein, how long your 
meeting with Mr. Maloney lasted ? 

Mr. Harzenstern. I don’t recall how long it lasted, but. judging 
from the contents of the memorandum as to what I had told Gill at 
the time, it should have lasted for a half hour. I am going by Gill’s 
report as to what I told Gill concerning my interview with Mr. 


Maloney. 
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Mr. DeWinp. Where did you meet with Mr. Maloney ? 

Mr. Harzensrern. Well, as I recall, he had an office on the first floor 
of the i 7g of Justice building. It was right across the street 
from our building on Tenth, and he, I believe, was toward Constitution 
Avenue, down that way. That is my best recollection. 

Mr. DeWrxp. You met in Mr. Maloney’s office ¢ 

Mr. Harzenste. In his office. 

Mr. DeW inp. Was anybody else present ? 

Mr. Harzensrern. I should say not. I certainly don’t remember 
anybody else. 

Mr. Kean. Did Mr. Maloney tell you he was a close friend of 
Grunewald’s ? 

Mr. Harzenstrern. That, I don’t remember. The memorandum 
signed by Mr. Gill and another special investigator purports to say 
that 1 reported to them saying that Mr. Maloney told me that he had 
known Grunewald for 15 years. Now, whatever is in that memoran- 
dum is definitely correct. These things are made in the regular course 
of business. They are made without any interest one way or the other; 
they are strictly routine, so that when Mr. Gill says that this is 
what I reported to him, that is what I reported to him, and that is 
what Mr. Maloney said to me. 

Mr. Kean. Just that he had known him for 15 years? 

Mr. Harzenstern. Just that he had known him for 15 years. 

Mr. Kean. He did not say how well? 

Mr. Harzensrer. Yes, sir, that is right. 

Mr. Kean. That isall I have. 

Chairman Kine. You may be excused, Mr. Harzenstein, and the 
committee appreciates your cooperation and the information you have 
given. 

Mr. Klein will be the next witness of the committee, and the next 
meeting of the committee will be at 10 a. m. Monday morning. 

(Whereupon, at 1:20 p. m., the subcommittee was recessed, to be 
reconvened at 10 a. m., Monday, March 24, 1952.) 
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MONDAY, MARCH 24, 1952 


House or RepresENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
RevVENUE LAws or THE COMMITTEE ON Ways AND MEANS, 
Washington, po. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present: Representatives King (presiding), O’Brien, Kean, Curtis, 
and Byrnes. 

Also present: Adrian W. DeWind, chief counsel to the subcommit- 
tee, and Charles S. Lyon, assistant counsel. 

Chairman Kino. The committee will come to order. 

Mr. Klein. please. Will you be swornh, please / Do you solemnly 
swear that the testimony you will give will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Kuiein. Yes, sir. 


TESTIMONY OF HYMAN HARVEY KLEIN, BALTIMORE, MD., ACCOM- 
PANIED BY COUNSEL, E. GAYLE McGUIGAN AND RICHARD 
KILCULLEN, NEW YORK, N. Y. 


Mr. DeWrinp. Will you please give your full name and address and 
then identify your counsel ¢ 

Mr. Kirin. Hyman Harvey Klein, 10 Light Street, Baltimore, Md. 

Mr. DeWtnp. Is that your residence address / 

Mr. Kiem. No, that is my office address. 

Mr. DeWrinp. What is your residence? 

Mr. Kirin. Los Angeles, Calif. 

Mr. DeWinp. Will you give the street number / 

Mr. Kier. 10521 Bellagio Road. 

Mr. DeWrxp. How do you spell that? 

Mr. KLEIN. B e-]-] a-Y-1-0. 

Mr. DeWrnp. Could you please identify your counsel? 

Mr. Kuni. Mr. Gayle McGuigan and Mr. Richard Kilcullen. 

Mr. DeWinxpo. Mr. McGuigan, will you give your first name and 
address / 

Mr. McGuigan. FE. Gayle MeGuigan and Richard Kilcullen, 233 
Broadway, New York City. 

Mr. Kean. What is the name of the firm? 

Mr. McGuiean. McGuigan & Kilcullen. 
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Mr. DeWinv. Both Mr. McGuigan and Mr. Kilcullen are appearing 
as your counsel this morning ¢ 

Mr. Kier. Yes. 

Mr. DeW inp. Were your formerly a resident of Baltimore? 

Mr. Kuern. Yes, sir. 

Mr. DeWinv. When did you leave Baltimore? 

Mr. Kurrn. Approximately 2 years ago, sir. 

Mr. DeWtnp. Prior to that time how long had you resided in 
Baltimore ? 

Mr. Kireryn. Approximately 16 years. 

Mr. DeWinp. Do you still have a home residence that you maintain 
in Baltimore? What is your business address, is that a building that 
you own? 

Mr. Kern. No, sir. That is a public building. It is 10 Light 
Street, Baltimore, the Matson Building. 

Mr. DeWrnp. In what business are you now engaged ¢ 

Mr. Kier. I am in the importing and exporting business. 

Mr. DeWtnp. General importing and exporting ¢ 

Mr. Kern. Liquor generally. 

Mr. DeW inp. feaperties and exporting of liquor generally ? 

Mr. Kern. Yes. 

Mr. DeWinp. Are you operating as an individual proprietor of the 
business, or do you operate through a corporation ‘ 

Mr. Kier. A corporation. 

Mr. DeWinp. What is the name of the corporation / 

Mr. Kier. H. Harvey Co., Ltd. 

Mr. DeWinp. Is it a Baltimore concern? 

Mr. Kierx. A Maryland corporation. 

Mr. DeWtnp. Does it have its principal place of business at the 
Baltimore address ? 

Mr. Kier. Yes, sir. 

Mr. DeWrxp. What part do you take in the conduct of that busi- 
ness? Are you active in it? 

Mr. Krier. Oh, yes. 

Mr. DeWixv. Although you maintain your residence in Los 
Angeles? 

Mr. Kuern. Yes, sir. 

Mr. DeWrnv. Do you spend a great deal of time in Baltimore ? 

Mr. Kuery. I spend a great deal of time in the East, sir, at least 5 
to 6 months per year. 

Mr. DeWtnp. Are you the sole stockholder ? 

Mr. Kiet. No, sir. I am the majority stockholder. 

Mr. DeWixp. What portion of the stock of H. Harvey Co., do you 
own / 

Mr. Kiery. Ninety percent of it. One share is owned by my daugh- 
ter and one share is owned by my wife. 

Mr. DeWrnp. It is a completely family-owned concern and you 
have absolute control of the company ¢ 

Mr. Kuer. Yes, sir. 

Mr. DeWrnpv. How long have you been engaged in business as an 
importer or exporter of liquor? 

Mr. Kier. Since repeal in this country. 
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Mr. De WInp. Prior to that time what business were you engaged 
in? 

Mr. Kier. I was also in the distilling business in Canada. 

Mr. DeWinp. You are, however, a United States citizen / 

Mr. Kuern. Yes, sir. 

Mr. DeWrnp. Were you born in this country ? 

Mr. Kier. Yes, sir. 

Mr. DeWinp. Was the Harvey Co. a company that imported Har- 
wood whisky from Canada? 

Mr. Kirin. Not until recently, sir. 

Mr. DeWinxn. When did you first become connected with the im- 
portation and distribution of Harwood whisky ‘ 

Mr. Kier. A proximately August or September 1950, 

Mr. DeWrnp. Prior to that time you had no connection whatsoever 
with the Harwood distribution in this country ¢ 

Mr. Kuen. No, sir. 

Mr. DeWrnp. March 3, 1948, Mr. Klein, a jeopardy assessment 
was made against you by the Bureau of Internal Revenue; is that 
correct / 

Mr. Kier. Yes, sir. 

Mr. DeWrnp. Can you state the approximate amount of that 
assessment ¢ 

Mr. Kiern. Approximately $5,500,000, 

Mr. DeWinv. Against what entity was the assessment made, 
against you personally or against corporations in which you own 
stock or both / 

Mr. Kuern. It was made against me personally and also against 
the H. Harvey Co., a small portion of it. 

Mr. DeWrnp. The total of all the jeopardy assessment was 
$5.500,000 ? 

Mr. Kier. Excuse me. 

Mr. McGuiean. $5,000,000 against you personally and an addi 
tional one or two against the Harvey Co. 

Mr. Kier. A total of $7,000,000, sir; $5,000,000 against me and 
$2,000,000 against the Harvey Co. 

Mr. DeWinp. I assume those are approximate figures ? 

Mr. Krier. Round figures. 

Mr. DeWtnp. Will you please describe the business operations that 
were involved in this jeopardy assesment, the business transactions 
which led to this jeopardy assessment in May? I don’t want to have 
you go into it in elaborate detail, but could you generally describe 
what business you were engaged in and what transactions which were 
involved which led to this claim of unreported income tax ¢ 

Mr. Krein. Well, sir, you used the words “unreported income tax.” 
During the year of 1947—-— 

Mr. DeWrnp. Just a minute. If I can resolve that problem, let’s 
not say “unreported income tax”; an alleged claim for additional in- 
come tax, an asserted claim by the Government for additional income 
tax. 

Mr. Kr EIN. Thank you, Mr. DeWind. It was 1n relation to forelen 
corporations, in which I was the minority stockholder, which were 
purchasing Harwood’s blended Canadian whisky from a Canadian 
corporation. These foreign corporations were originally formed for 
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the purpose of doing business in Central and South America in com- 
mon with other distillers, Canadian, who had formed subsidiaries 
in those countries and who had bought distilling plants, one large 
corporation particularly in the Argentine. 

When subsequently it was found that bottoms could not be ob- 
tained for the shipment of whiskies from Canada to Central and 
South America because the war had ensued, that was the prime pur- 
pose of the formation of these foreign corporations subsequently with 
the shortages that developed in this country because of war sales 
being then made by the foreign corporations to a United States im- 
porter for distribution of Harwood in this country. 

Mr. DeWrnp. Could you briefly describe the process by which the 
Canadian manufacturer of Harwood sold the whisky to the South 
American and Central American corporations and how they im turn 
resold it to this country ¢ 

Mr. Kiern. The purpose was to ship them to Central and South 
America, but with the bottoms being unobtainable because of the war, 
they were invoiced to the Central and South American companies by 
agreement with the foreign corporations and the importer, the Can- 
adian company agreed to accept telegraphic or written instructions 
for shipments directly to the United States. 

Mr. DeWinxp. What was the Canadian company? Was that the 
distilling company ¢ 

Mr. Kier. That was a subsidiary of the distilling company. 

Mr. DeWrnp. Let’s start at the top. What was the distilling 
company ¢ 

Mr. Kier. United Distillers, Ltd. 

Mr. DeWinxp. Was that a company in which you had an interest ? 

Mr. Kurry. No, sir. IT had an interest in the parent company, 
United Distillers of Canada. 

Mr. DeWinxp. What was that, a holding company 4 

Mr. Kier. That was a holding company. 

Mr. DeWinp. You had an interest in the holding company which 
owned the distillery ¢ 

Mr. Kuri. That is correct. 

Mr. DeWinv. Then United Distillers produced Harwood blended 
whisky and sold it to whom ? 

Mr. Kier. United Distillers, Ltd., produced it, but it was sold 
through a subsidiary company, Duncan Harwood & Co., Ltd. 

Mr. DeWinpb. So United Distillers sells the whisky to Duncan Har- 
wood and then Duncan Harwood distributes it ? 

Mr. Kuern. Is the seller in Canada. 

Mr. DeWrnxpv. How does Duncan Harwood acquire it from the 
United Distillers? 

Mr. Kiery. Through some intercompany transactions. 

Mr. DeWrnp. Duncan Harwood is or was a wholly owned sub- 
sidiary ? i 

Mr. Krier. Yes, sir, a wholly owned subsidiary of United Dis- 
tillers of Canada. 

Mr. DeWrnp. So the top holding company, United Distillers of 
Canada, owned the distillery company United Distillers, Ltd., and 
also another company known as Sunaein Harwood, both Canadian 
corporations ¢ 
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Mr. Kier. Yes. 

Mr. Kean. Mr. Chairman. 

Chairman Kine. Mr. Kean. 

Mr. Kran. You stated you had an interest in United, the parent 
company ¢ 

Mr. Kuen. Yes, sir. 

Mr. Kran. How big an interest did you have percentagewise ? 

Mr. Kuiern. There were 770,000 shares outstanding, Mr. Congress- 
man, of which I owned approximately 32,000 shares, 

Mr. Kean. A minority interest? 

Mr. Kie1n. Yes. 

Mr. DeWinp. Did other members of your family own stock in the 
holding company / 

Mr. Kurt. My brother. 

Mr. DeWinpv. How much stock did he own? 

Mr. Kierx. Approximately, I would judge, 55,000 shares. He was 
one of the founders of the company. 

Mr. DeWtinp. Did you ever acquire more stock, or was that the big- 
gest holding you ever had? 

Mr. Kier. I acquired more stock subsequently after I originally 
sold out many years later. 

Mr. DeWixv. What was the largest interest you have held in the 
company ¢ 

Mr. Kur. At the present time I own approximately 82,000 shares. 

Mr. DeWinp. Your brother still owns 55,000, or does he own more ? 

Mr. Kiery. He probably owns about 60.000, 61,000. 

Mr. DeWinpb. At the present time does that constitute control of the 
company ¢ 

Mr. Kuern. No, sir 

Mr. DeWinp. You still have only a minority interest ? 

Mr. Kuern. Yes, sir. 

Mr. Kean. Along that line, are there any other stockholders who 
own very substantial blocks ? 

Mr. Kier. Yes, sir. 

Mr. Kean. Larger than yours? 

Mr. Kuern. Yes, sir. 

Mr. DeWinv. Now, we have the whisky produced by United Distill- 
ers, Ltd., and by some transaction transferred to Duncan Harwood for 
distribution. How did Duncan Harwood go about distributing the 
whisky ¢ 

Mr. Kier. It sold it to these foreign corporations. 

Mr. Kean. Before we cet into that, can I ask a question on the line 
of control? I do not want to know who the individuals are that 
control this company, but are they American citizens? 

Mr. Kuern. No, sir. 

Mr. Kean. They are Canadians? 

Mr. Krier. Yes, sir. 

Mr. Kean. Approximately how much does the largest stockholder 
own ¢ 

Mr. Kiern. The largest stockholder at the present time owns well in 
excess of 100,000 shares. 

Mr. Kean. And you and your brother own 140,000 shares? 
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Mr. Kuern. Yes; but there are others that own—there are two others 
who own 60,000 and another one who owns approximately 65,000 
shares. 

Mr. Kean. Are they Canadians, too? 

Mr. Kier. Yes, sir. 

Mr. Kean. They are associated with the one who owns the 100,000 
shares in a business way, say? 

Mr. Kier. No; they are not associated with them in a business way. 
At least I don’t think'so. 

Mr. Kean. So you own 140,000 shares and one other man who 1s a 

Canadian, some other interest, owns a little more, and two own 60,000 
apiece ? 

Mr. Kiern. Yes. 

Mr. Kean. So your interest does not exactly control if they were to 
oppose what you wanted to do, but your holdings are certainly suf- 
ficient that they would have a very friendly feeling toward trying to 
do anything that you wanted? 

Mr. Kiery. Let me put it this way, Congressman: I take no active 
part in the operations of the Canadian company. 

Mr. Kran. But if you wanted to buy something from them or have 
them do business with you in a certain way, they would probably look 
very carefully at the transactions from a friendly point of view? 

Mr. Kuern. Let me say, Congressman, they probably would feel 
kindly. 

Mr. Curtis. What did you say the name of the parent company was? 

Mr. Kien. United Distillers of Canada, Ltd. 

Mr. Curtis. What is the other Canadian company they own besides 
Duncan Harwood ? 

Mr. Kier. I did not hear you. 

Mr. Curtis. And they own two Canadian corporations, United Dis- 
tillers of Canada 

Mr. Kern. They own more than two, but the two I named in this 
instance. 

Mr. Curtis. What were the names of the two? 

Mr. Kirrx. United Distillers, Ltd., which is an operating company 
and physically distills and operates the distillery, and Duncan Har- 
wood Co., Ltd., also a subsidiary. 

Mr. DeWrnp. How many Central and South American corpora- 
tions were formed to buy this whisky through Duncan Harwood? 

Mr. Kurrn. Originally, sir, there was only one. 

Mr. DeWrnp. Later how many were formed ? 

Mr. Kretn. Four, sir. 

Mr. DeWrnp. I beg your pardon? 

Mr. Kurt. Four. 

Mr. DeWrnp. Forty? 

Mr. Kuietn. Four. 

Mr. Kean. Four in all, including No. 1, or would that be five? 

Mr. Kier. Four in all, including No. 1. 

Mr. DeWind, if you are dealing now with Harwood—you are, are 
you not? 

Mr. DeWrnp. That is right. I am dealing with the companies 
that purchased the whisky from Duncan Harwood in which you had 
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an interest. You say there were four of those. Who owned the 
stock in those four companies ? 

Mr. Kern. Four stockholders of which I was one. 

Mr. DeWrnp. Did you have a 25 percent interest ? 

Mr. Kern. Yes, sir. 

Mr. DeWinp. Did your brother have a 25 percent interest ? 

Mr. Kuen. Yes, sir. 

Mr. DeWINp. Who were the other two individuals? 

Mr. Kier. Mr. A. L. McLennan and Mr. George W. Norgan. 

Mr. DeWrnp. Are they Canadian citizens ? 

Mr. Kier. Yes. 

Mr. DeWrnp. Were they also interested in United Distillers of 
Canada, Ltd? 

Mr. Kuern. Yes, stockholders. 

Mr. DeWrnp. Were these two Canadians you mentioned, Mr. Mc- 
Lennan and Mr. Norgan, officers of the holding company ? 

Mr. Kueryx. I am almost reasonably sure Mr. Norgan was. I am 
positive about Mr. McLennan. Mr. Norgan, I would like to add, was 
president, so that is the reason I am doubtful about it at the moment. 

Mr. DeWrnp. Were they among the owners of the larger blocks of 
stock in the Canadian company, the Canadian holding company you 
have described ? 

Mr. Kuery. Yes, they were, sir. 

Mr. DeWrnp. So these four people had control of the Canadian 
situation—you, your brother, Mr. McLennan, and Mr. Norgan ? 

Mr. Kirin. No. At that precise time I only owned 4,200 shares, 
so I didn’t have any part in the control of the Canadian corporation. 

Mr. DeWrnp. You add these four individuals together and you 
controlled the company ¢ 

Mr. Kiery. When you say “you add the four individuals together,” 
I was one of the individuals who owned 4,200 shares. The others 
collectively, the three you have reference to, which are my brother, 
George W. Norgan, and A. L. McLennan, owned a total of approxi 
mately, using rough figures, 175,000 shares, or 170,000 out of 770.000. 

Mr. DeW inp. Did that constitute working control of the company # 

Mr. Kier. In an American corporation—I would like to answer 
that another way, if I may—in an American corporation that might 
be construed as working control, but we had another large stock- 
holder who also had a great deal to say. 

Mr. DeWrinp. Who was that? 

Mr. Kurin. Mr. Samuel Bronfman. 

Mr. DeWinp. Is that B-r-o-n-f-m-a-n ? 

Mr. Kier. B-r-o-n-f-m-a-n. 

Mr. DeEWINp. He is a United States citizen ? 

Mr. Kiet. No, sir. 

Mr. DeWrnp. He is a Canadian citizen? 

Mr. Kier. Yes, sir. 

Mr. DeWinp. Is that the Mr. Bronfman who with other members 
of the family has a major interest in Seagram’s? 

Mr. Kuen. Yes. I would like to add Mr. Bronfman owns approx- 
imately 140,000 shares. 
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Mr. DeWrnp. The time you are referring to now is in 1948; is that 
correct, when you had the 4,200 shares, in March of 1948? 

Mr. Kuern. 1944, sir. 

Mr. DeWinp. By March of 1948 when this jeopardy assessment 
matter came up, had you acquired these additional shares you men- 
tioned ? 

Mr. Kier. Yes. 

Mr. DeWrnp. At that time did you have working control of the 
Canadian company as the result, or did you not? 

Mr. Kier. Yes, we did, sir. 

Mr. DeWinp. The four of you then had working control by March 
of 1948? 

Mr. Kuer. That is correct. 

Mr. DeWinp. In each of these four Central and South American 
corporations the stock ownership was the same, 25 percent for each of 
the four of you? 

Mr. Kurr1n. That is correct, sir. 

Mr. DeWrnp. Were there other corporations, Central and South 
American corporations, that you formed that were involved in the 
liquor business ¢ 

Mr. Kuern. Yes. 

Mr. DeWinv. What part, if any, did these companies have in the 
Harwood whiskey business ¢ 

Mr. Kern. They did not buy or sell any Harwood’s. 

Mr. DeWrxp. But did they share in the profits in the business? 
Did they get royalties or otherwise participate 

Mr. Kier. Yes, they did. 

Mr. DeWrnp. They did not buy it, they did not sell it, but they did 
get royalties ? 

Mr. Kier. That is correct, sir. 

Mr. DeW rnp. Was the stock ownership of those companies the 
same as in the other four? 

Mr. Kuery. Yes. Some of them were wholly owned subsidiaries of 
some other companies. 

Mr. DeWrinp. They were either subsidiaries or owned by the same 
stockholder ? 

Mr. Kern. That is correct. 

Mr. DeWinp. How many such companies were there that were not 
engaged in either buying or selling but only in getting royalties or 
other interests ¢ 

Mr. Kier. I have to refrain from that, because I think Mr. Me- 
Guigan is probably more familiar with that than I. 

Three companies. 

Mr. DeWinp. That is all the corporations there were? 

Mr. McGuican. Perhaps I can help expedite this thing. There 
were more brands than Harwood sold. There was some bulk whisky 
sold, so that in the bulk chain of title you have four corporations. 
That is, four more, don’t you see? There were other brands in which 
other corporations appeared. You will end up with 17, 18, 19 corpora- 
tions. 

Mr. DeWrnp. All Central and South American companies? 

Mr. McGuican. That is right. 

Mr. DeWinp. All owned by the same people? 
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Mr. McGuiean. There were only three of those that got payments. 
They were not what you call chain of titles. You call them royalties 
or what you like. There were only three of those. The rest of them 
were what you might call chain of title, that is, the whisky was bought 
and sold by what you would call the chain of title companies. 

Mr. DeWrnp. They never took possession of the whisky ¢ 

Mr. McGuiean. It was bought and sold f. o. b. in Vancouver, and 
risk of loss was on the companies until it was delivered to the railway 
cars. So there were railway bills of lading. They would have the 
indicia possession, the right to the paper title to it. The distiller 
would put it on the railroad cars, so they did not have physical pos- 
session, but they had the right to possession. 

Mr. DeWinp. I do not see there is any point in getting into technical 
arguments. 

Mr. McGutcan. I just don’t know the answer to it. 

Mr. DeWinp. These additional corporations that Mr. MeGuigan 
described that dealt in bulk whisky, were they also owned in the same 
fashion ? 

Mr. Kuern. Yes. 

Mr. DeWinv. That brings the total of corporations to some 17 or 
18¢ 

Mr. McGviean. I have to count them, but it is about that. 

Mr. DeWinp. Seventeen or eighteen Central and South American 
companies ? 

Mr. Kier. Yes. 

Mr. DeWinp. In what countries were these corporations formed ? 

Mr. Kier. I don’t understand. 

Mr. DeWrnp. In what countries? 

Mr. Kier. In Cuba and Panama. 

Mr. DeWrnp. You mentioned Argentina. 

Mr. Kier. In connection with another distiller, not in connection 
with ourselves. 

Mr. DeWrnp. That is an eighteenth company from an unrelated 
transaction ? 

Mr. Kuetn. No, sir. It is a company, a Canadian distilling com- 
pany, not connected with our own, in which we were not stockholders. 

Mr. DeWrnp. -~ you have an interest in that one, too? 

Mr. Kiet. No, sir. 

Mr. DeW rnp. That was a company that had contemplated major 
South American sales if they could get the whisky ? 

Mr. Kuern. I assume so; I don’t know. 

Mr. DeWrnp. What was your connection with that transaction ? 

Mr. Kuen. None. 

Mr. DeWrnp. None whatever ? 

Mr. Kier. None. 

Mr. Kean. Why did you mention it? 

Mr. Kier. I was mentioning it in common with other companies 
that had gone to Central and South America to perform operations of 
a similar character, I assume. 

Mr. DeWinp. What vou were saying was you were not alone in that 
field and there was another company ¢ 

Mr. Kuern. There are two other companies. 

Mr. DeWrnp. All right, but in fact these Panamanian and Cuban 
companies never did sell whisky in South America; is that right ? 
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Mr. Kuern. Yes; they did, sir. They sold some in Cuba. 

Mr. DeWrnp. In Cuba. At what time was that? 

Mr. Kern. That was, to the best of my recollection, in 1944 or 1945. 

Mr. DeWrnp. Then those activities were abandoned ? 

Mr. Kuiern. They were abandoned because of the difficulty in ob- 
taining bottoms. It was very hard to get shipping space. 

Mr. DeWrxp. Do you have any idea of the volume of sales that 
occurred outside of the United States sales? 

Mr. Kier. By the Panamanian and Cuban companies? 

Mr. DeWrnp. You said in 1944 and 1945 some sales were made. 

Mr. Kier. A very small proportion. 

Mr. DeW inp. So that for all significant purposes these companies 
only sold whisky in the United States / 

Mr. Kuiein. Yes, sir. 

No, that is incorrect, Mr. DeWind. Eventually it wound up for 
consumption in the United States, but it was not sold in the United 
States. I want to keep my fingers crossed here. 

Mr. DeWrnp. You are maintaining the whisky was sold by Duncan 
Harwood to the Panamanian and Cuban companies ¢ 

Mr. Kueinx. That is right. 

Mr. DeWinp. Where did the South American companies come in? 
Is that the Panamanian company ¢ 

Mr. Kuern. It is Central and South Anterica. 

Mr. DeWinp. Cuba and Panama? 

Mr. Kier. That is correct, sir. 

Mr. DeWinp. They bought the whisky and they in turn resold it 
to somebody in the United States ? 

Mr. Kein. No, they didn’t. They sold it in Canada, title having 
passed. 

Mr. DeWinp. They resold it in Canada? 

Mr. Kier. They bought it in Canada and resold it. 

Mr. DeWirnp. And it never left Canada? 

Mr. Kuern. That is correct. 

Mr. DeWrnp. As far as they were concerned ? 

Mr. Kue1n. That is correct, sir. 

Mr. DeWinp. Just how did the whisky actually move physically? 
This whisky is distilled where? 

Mr. Kuern. In Canada. 

Mr. DeWrnp. Do you know where? 

Mr. Krier. In Vancouver, British Columbia. 

Mr. DeWrnp. From there where did it go, this whisky that wound 
up in the United States? 

Mr. Kier. Well, it was sold to the American importer, which was 
R. C. Williams Co., Inc. 

Mr. DeWrnp. It starts out in the warehouses of the United Dis- 
tillers, Ltd.? 

Mr. Kuery. That is correct. 

Mr. DeWrnp. Where it has been distilled? 

Mr. Kuery. That is correct. 

Mr. DeWrinp. Where does it go from there. physically? 

Mr. Kiern. To the United States. 

Mr. DeWrnp. It is directly shipped into the United States and sent 
to whom? 
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Mr. Kuen. To the customers of R. C. Williams & Co. 

Mr. DeWInb. Who owns R. C. Williams & Co. ? 

Mr. Ke. It is a public company, sir; I don’t know. 

Mr. DeW rnp. So a company in which you have no interest-—— 

Mr. Kiern. None whatsoever. 

Mr. DeWinp. Takes delivery of this whisky? 

Mr. Kier. In Canada. 

Mr. DeWinv. Technically from whom did R. C. Williams buy the 
whisky ¢ 

Mr. Kiern. From the Cuban corporation. 

Mr. DeWrnp. So the whisky is stored in the distiller’s warehouse 
and is sold to the Panamanian and Cuban corporations, and they in 
turn resell to R. C. Williams. Does R. C. Williams operate only in 
the United States? 

Mr. Kier. To the best of my knowledge, sir. 

Mr. DeWinv. Then the whisky is physically shipped to various 
outlets as directed by R. C. Williams? 

Mr. Kier. Yes, sir. 

Mr. Dy Winp. Customers of theirs who have bought the whisky 
from R. C. Williams ? 

Mr. Kuern. Yes, sir. 

Mr. DeWinpv. Then the only function performed by the Panaman- 
ian and Cuban corporations Was lo take allegedly title to this whisky 
and resell it ¢ 

Mr. Kier. Well, Mr. De Wind, you are using the word “allegedly.” 

Mr. DeW inp. That is the position you take, I judge; that these 
Panamanian and Cuban companies bought the whisky and resold 
it! 

Mr. Kier. They bought it, paid for it, and resold it 

Mr. DeWInp. How vas the financing al ranged on these purchases? 
Who provided the working capital of the Panamanian and Cuban cor- 
porations ¢ 

Mr. Kuen. Four stockholders. 

Mr. DeWrnp. How much capital went into these companies that 
dealt with the United Distillers’ product ? 

Mr. Kier. The original investment was approximately $4,000. 
They borrowed about $50,000. 

Mr. DeWrnp. In all of these companies put together they had a 
total capital, original capital, of $4,000? 

Mr. Kuew. Well, Mr. DeWind, we are dealing originally with 
one company. 

Mr. DeWrnp. I am talking about the original capital investment, 
the only capital investment that went into this company from the 
stockholders, being $4,000. 

Mr. Kiein. That is correct, approximately $4,000. 

Mr. Curtis. May I ask a couple of questions ¢ 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. Did any of these Cuban and Panamanian corporations 
own any warehouses in Canada? 

Mr. Krier. No, sir. 

Mr. Curtis. How many of them maintained offices outside of Pan- 
ama or Cuba? 


Mr. Kuiern. None. 
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Mr. Curtis. They had no offices located any place else? 

Mr. Kern. No, sir. 

Mr. Curtis. No New York offices and no Canadian offices? 

Mr. Ktie1n. No, sir. 

Mr. Curtis. The transaction was handled by mail or cable, or in 
what manner? 

Mr. Kien. Mail and cable, sir. 

Mr. Curtis. Each of these corporations did have managing officers 
down in Panama or Cuba? 

Mr. Kier. That is correct. 

Mr. Curtis. Did they have common management or separate man- 
agers for each corporation ? 

Mr. Kiery. Mostly common. There were some that were not con- 
nected with other companies. 

Mr. Curtis. Those managers were residents of Cuba and Panama? 

Mr. Kie1n. That is correct, sir. 

Mr. Curtis. Were they American citizens ? 

Mr. Kier. No, sir. 

Mr. Curtis. That is all. 

Mr. Kean. Mr. Chairman. 

Chairman Kine. Mr. Kean. 

Mr. Kean. Who were those managers? 

Mr. Kuern. They were Cuban and Panamanian nationals. 

Mr. Kean. Who were they? What are their names? 

Mr. Kier. Mr. Kean, you will have to excuse me for 1 minute. 

Mr. Kean. You did a little bit of business with them. You ought 
to know who they were. 

Mr. Krier. That is true. They were officers or members of the 
various law firms down there and employees of the law firms. 

Mr. Kean. They were employees of law firms down there? 

Mr. Kuern. That is correct. One of them was Enrique de Cubas. 

Mr. Kean. I think we ought to have the name of the individual 
and the name of the law firm that he was connected with. 

Mr. Kern. One was Enrique de Cubas. 

Mr. Kean. It that d-e C-u-b-a? 

Mr. Kern. d-e C-u-b-a-s. 

Mr. Kean. He lived in Habana? 

Mr. Kern. Yes. 

Mr. Kean. What was his law firm? 

Mr. Kern. His law firm was Zavas, Moran y Rodriguez something. 

Mr. Kean. Who was the one in Panama? 

Mr. Kurrn. There were others connected with the Cuban law firm 
also. There was a gentleman by the name of Cabbarrocas, Mr. Moran, 
one of the partners, and Mr. Gurri. There might have been one more. 

Mr. Kean. How about Panama? 

Mr. Kier. In Panama the law firm was Arias, Hermodio & Arias. 

Mr. Kran. I would suggest rather than impose quite a job on the 
reporter that you have somebody write out those names and hand them 
to the reporter so he can get them. 

Mr. Keer. Mr. McGuigan and Mr. Kilcullen will do that. 

Mr. Kean. Were those people officials of the corporation down 
there? 

Mr. Krein. Yes; they were. 
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Mr. Kran. What was their salary? 

Mr. Kier. The total salaries ran something like—I don’t recall, 
Congressman. 

Mr. Kran. I would like to have that information. Can you sup- 
ply it? 

Mr. McGuiean. We will have to look at the checks. I am sure we 
can. The law firms submitted statements monthly. We can include 
the services of the employees. We can run back to the photostats of 
the checks. 

Mr. Kean. What I am interested in is whether these people got 
salaries or whether the payment was made to law firms for legal 
fees. 

Mr. McGuiean. That we can answer now. 

Mr. Kean. And how much the salaries were, to judge as to the 
authenticity of these corporations. The fact as to how much salary 
was paid the officers of the company is to me an important point. 

Mr. Kirin. Mr. Kean, Mr. McGuigan brings up the point that I 
had forgotten, that there were other managing officers in Canada and 
the United States as well. 

Mr. Kran. There were other managing officers of these corporations 
down there who were Canadian citizens? 

Mr. Kuern. That is correct. 

Mr. Kean. And there were some in the United States. Who was 
that ? 

Mr. Kier. One, myself. 

Mr. Kean. Were you paid a salary by the corporation ? 

Mr. Kier. Yes. One year I got—there were two, sir, in the United 
States. I want to correct that, one, myself, and one other gentleman. 

Mr. Kran. Who was the other gentleman? 

Mr. Kuetn. Ellis Rosenberg. 

Mr. Kean. What was his position ? 

Mr. Kier. He is the one who kept constant contact with these 
Cuban and Panamanian companies and went down there. 

Mr. Kean. Was he connected with you? Was he a lawyer or what ? 

Mr. Kier. He is a lawyer but he was also an officer. 

Mr. Kran. What law firm is he connected with ? 

Mr. Kuern. He was not connected with any law firm, Mr. Kean. 
He has been my personal attorney for a great many years. 

Mr. Kean. What salary was he paid ¢ 

Mr. Ker. I believe it was $600 a month, sir. 

Mr. Kran. You did not say how much you had been paid. 

Mr. Kier. I don’t think I received any salary. 

Mr. Kean. You don’t think you took any? 

Mr. Kier. No. 

Mr. Kran. So the only salary was $600 to the contact man, as you 
described him, I believe ¢ 

Mr. Kurr. Well, he was a man who was charged with going to 
Cuba and Panama and looking into various marketing positions in 
Colombia, Venezuela, and so on. 

Mr. Kran. He got $7,200 for looking into things from which there 
was no business? 

Mr. Kier. I wouldn’t put it just that way. 

Mr. Kean. It is true. isn’t it? You had no business anywhere 
except the United States? 
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Mr. Krery. Well, you see it is unfortunate we were not able to 
get bottoms to ship merchandise to these countries, which makes it 
appear that way at the moment. 

Mr. Kean. But he was looking into fields down there with the 
hope that perhaps you would be able to sell some of the whisky 
down there? 

Mr. Kuiern. That is correct. 

Mr. Curtis. Was he directing the activities of your Cuban and 
Panamanian officers in a general way ¢ 

Mr. Kuern. In a general way; yes. 

Mr. Curtis. He is in some legal supervision ! 

Mr. Kuern. Yes; I would say so. 

Mr. Curtis. Were those people down there just dummies, and he 
told them what to do? 

Mr. Kierx. No; I wouldn’t under any circumstances say that, sir. 

Mr. Curtis. They were not stockholders ¢ 

Mr. Kuern. No. They hold qualifying shares. 

Mr. Curtis. They had to, of course ? 

Mr. Kern. They had to. 

Mr. DeWrnp. You have referred to these employees of the law 
firms who acted as employees of these corporations. Who selected 
those employees? Did you? 

Mr. Kier. No, sir; I did not. 

Mr. DeWrnp. The law firms chose them for you? 

Mr. Kuen. In connection with Mr. Rosenberg. 

Mr. DeWrnp. They were not, I gather, people that had any ex- 
perience in the liquor business so far as you know? 

Mr. Krier. I wouldn’t know, sir. 

Mr. DeWrnp. Did it not matter to you whether these were experi- 
enced people in the liquor business or not, or in the exporting or im- 
porting business ? 

Mr. Kiet. No, sir. 

Mr. DeWrnp. Who paid Rosenberg’s salary of $600 a month / 

Mr. Kuirrn. The foreign corporations. 

Mr. DeWinp. They split it up between them ? 

Mr. Kirin. Yes. I am reasonably sure that is correct. 

Mr. DeWrnp. You mean between 4 of them or between 17 of them? 

Mr. Kiery. There might have only been one, Mr. De Wind. 

Mr. DeWinp. Rosenberg was paid by one company ? 

Mr. Kirin. I say it might have been only one. I don’t recall. 

Mr. DeWrnp. You referred to officials of the company in Canada. 
Were you and Mr. Rosenberg the Canadian officials, too? You said 
in this country you and Mr. Rosenberg acted for the Panamanian 
and Cuban companies. You then mentioned somebody acting in 
Canada. 

Mr. Kuirery. They were officers. 

Mr. DeWrnp. Who were the Canadian officers ? 

Mr. Kurrty. These stockholders, the ones you named. 

Mr. DeWrnp. The four stockholders of the company ? 

Mr. Kiri. Three stockholders in Canada. 

Mr. DeWrnp. Three were in Canada? 

Mr. Kriern. Well, I am getting a little confused here. If I under 
stand the question correctly, you mean who in Canada was the officers 


or directors—— 
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Mr. DeWrinp. Who were the employees ? 

Mr. Kuery. There were no employees as such. They were officers. 

Mr. DeWrnp. And also stockholders ¢ 

Mr. Kier. Stockholders and/or directors. 

Mr. DeWrnp. So the Panamanian and Cuban corporations had no 
employees except the law firm people in Panama and Cuba and Mr. 
Rosenberg and yourself and the officer-stockholders in Canada? 

Mr. Kier. That is correct. 

Mr. DeWinp. What duties did the officers of the company who were 
in Canada perform ? 

Mr. Krein. They had none to perform. 

Mr. DeWinv. What duties did the law firm employees in Panama 
and Cuba have to perform ¢ 

Mr. Kiern. They were charged with the responsibility of seeing 
that the records of the corporation were properly maintained; that 
the books of the corporation were properly maintained. 

Mr. DeWinp. Where were the books kept ? 

Mr. Kier. In Cuba, sir. 

Mr. DeWinpv. All of the books were kept in Cuba? 

Mr. Kier. Yes, sir. 

Mr. DeWrnp. Where were the bank accounts of the corporations? 

Mr. Kxern. In the main in New York. 

Mr. DeWrnxpv. Who was authorized to draw on the bank accounts 
in New York? 

Mr. Kier. I was. 

Mr. DeWrnp. So the complete financial control in the United 
States was exercised by you? 

Mr. Kier. Mr. McGuigan points out Mr. Rosenberg was also 
authorized to—— 

Mr. DeWinp. You and your personal attorney were the people 
authorized to draw checks on the accounts of these companies, all of 
which were or substantially all of which were maintained in New 
York? 

Mr. Kuietn. That is correct. 

Mr. DeWrnp. How were checks drawn on those accounts? Could 
you sign a check by yourself? 

Mr. Kier. Yes, I could. 

Mr. DeWrnp. Could Mr. Rosenberg sign by himself? 

Mr. Kier. Yes, he could. 

Mr. DeWrnp. So the checks only required one signature, yours 
or his? ; 

Mr. Kuierx. That is correct. 

Mr. DeWrnp. Just how did the people down in Panama and Cuba 
know how to keep corporate records? Did you just advise them 
from New York and Baltimore what records should be maintained 
down there ? 

Mr. Kurry. Invoices and deposit slips were sent down there, and 
withdrawals. 

Mr. DeWinp. The invoices were prepared in New York and Bal- 
timore ¢ 

Mr. Kuiern. The invoices of sale? 

Mr. DeWrnp. Yes. 

Mr. Kuerx. Originally in Cuba. When the mail got back they 
were prepared in the United States. 
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Mr. DeWinp. These are invoices running from Duncan Harwood 
to these Cuban and Panamanian companies ? 

Mr. Kierx. No. The invoices from the Cuban companies to R. C. 
Williams. 

Mr. DeWrinpv. They were prepared, except at the start when they 
were prepared in Cuba, they were all prepared in Baltimore ? 

Mr. Kuern. That is correct. 

Mr. DeWrnp. In the offices of the Harvey Co. ? 

Mr. Kier. That is correct. 

Mr. DeWrnp. Then copies would be sent to Cuba and Panama? 

Mr. Kuern. That is correct. 

Mr. DeWrnpv. And copies of the deposit tickets so they can maintain 
a set of books down there? 

Mr. Kier. That is correct. 

Mr. DeWrnp. Was a duplicate set of books maintained in this com- 
pany ¢ 

Mr. Kuery. No, sir; just memoranda. 

Mr. DeWrnp. Who were the accountants for the corporation ? 

Mr. Krier. In Cuba? 

Mr. DeWrnp. They were down there? 

Mr. Kier. Yes. 

Mr. DeWrinp. Did you have any accountants here, in Baltimore, or 
anywhere else in the United States? 

Mr. Kier. No, sir. 

Mr. DeWrunp. All the original records were made here, but then, 
through the method of sending copies of invoices and bank deposits 
down there, they were able to set up a set of books in Panama and 
Cuba ? 

Mr. Kuere. Original documents, not records. 

Mr. DeWrnp. You sent copies of the original invoices ? 

Mr. Kern. The original invoices would go to the customer. 

Mr. DeWrnp. And copies were kept in Baltimore and copies went 
to Panama and Cuba? 

Mr. Kuery. That is correct. 

Mr. DeWrnp. Then deposits, bank deposits, were made in New 
York, and copies of the deposit tickets were kept in Baltimore, and 
copies went down there? 

Mr. Kuirry. The original was probably sent to Cuba. 

Mr. DeWrnp. The employees of these law firms down there would 
take care of seeing that the books were properly maintained ? 

Mr. Kiery. They had accountants as well. 

Mr. DeWrnp. Thev hired the accountants? 

Mr. Kirin. Yes, sir. 

Mr. DeWrnp. The law firm did everything down there? 

Mr. Kier. Everything— 

Mr. DreWrnp. They provided the employees, hired the accoun- 
tants, kept the books ? 

Mr. Kirtx. They were to see that the corporations were properly 
maintained. 

Mr. DeWryp. Why did vou have this structure down there with 
no business going on, and it all handled by a law firm ? 

Mr. Kiery. Please repeat that again. 
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Mr. DeWrnp. Why did you have this corporate structure down 
there in which a law firm conducted the business for you and kept the 
records and there were no other employees / 

Mr. Kuri. That seemed to be the generally accepted rule down 
there by American corporations doing business there unless they 
maintained separate offices, and they were doing a large volume of 
business on the island itself. 

Mr. DeWinp. Who developed this corporate structure for you? 
Where did the idea come from of setting up all of these different 
companies ¢ 

Mr. Kueiw. Originally in Canada. 

Mr. DeWtinxv. Who is your adviser in Canada who suggested set- 
ting it up in that fashion ¢ 

Mr. Kier. Let me understand the question correctly. Who ad- 
vised the setting up of these various corporations in Panama and 
Cuba ’ 

Mr. DeWtnp. Yes. Who evolved this complicated corporate 
structure ¢ 

Mr. Kier. It wasn’t very complicated when it started. It devel- 
oped into a complication when the Cuban and Panamanian attorneys 
suggested the usual practice pursued in Cuba was of that character, 
and it was set up in accordance with their advices. 

Mr. DeWinxp. Who were your attorneys and accountants who set 
up these various corporations in Panama and Cuba? 

Mr. Kreis. Hermodio & Arias in Panama and Zayas & Moran in 
Cuba. 

Mr. DeWinp. I assume you went to them after the idea had 
evolved. Who evolved the idea of setting this up! 

Mr. Kieix. Mr. McLennan and my brother were in Cuba long be- 
fore I was there. I only made one visit to Cuba in my life. 

Mr. DeW inp. Now, who represented you in this country besides 
Mr. Rosenberg, your personal attorney ¢ 

Mr. Kier. In behalf of my affairs in this country ? 

Mr. DeW inp. No; in behalf of your Panamanian and Cuban cor- 
porations ¢ 

Mr. Kur IN. Noone. 

Mr. DeWrnp. Did you have anybody review this structure and 
advise you as to any legal effects of this corporate structure in this 
country ¢ 

Mr. McGuiean. Read the question, please ? 

(The question Was read by the reporter. ) 

Mr. Krein. The corporate structure was all developed, as I say, by 
Mr. de Cubas originally. Originally in this country only distillers’ 
agencies or Agencias la Distiladoras, a Cuban company. 

Mr. DeWtnp. Let’s see if we can develop it this way—— 

Mr. Kier. Would you allow Mr. McGuigan to answer that ques- 
tion? Iam getting confused myself. 

Mr. DeWinp. Mr. MeGuigan didn’t advise you on this ? 

Mr. Krier. No: he didn’t. 

Mr. DeWinp. He had nothing to do with it? 

Mr. Kirin. He is very familiar with it. 

Mr. DeWinp. At the time this was set up he had nothing to do 
with it? 


Mr. Kuen. No, sir. 
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Mr. DeW rp. You didn’t know him at that time? 
Mr. Ker. No, sir. 

Mr. McGuiean. I think there is confusion in his mind over what 
time you are speaking about. The thing started off with one corpora- 
tion. You are asking 

Mr. DeWtnp. This goes back to 1944? 

Mr. Kern. That is right. 

Mr. DeWrnpv. What was your first arrangement? Did you have a 
contract yourself to import this whisky from Canada at the outset ? 

Mr. Krier. Originally I had a contract with Duncan Harwood Co. 

Mr. DeWrnp. You initially had a contract as an individual to im- 
port the whisky into this country ¢ 

Mr. Kier. That is correct. 

Mr. DeWrnpv. Then what happened to modify that? What was the 
next step which resulted in your abandonment of that contract and 
setting up these foreign corporations ? 

Mr. Kuern. I had a contract, not for importing in this country, but 
for the greater part of North America, covering an agency for the 
greater part of North America, or the Western Hemisphere. 

Mr. DeWinp. That was your original contract you had directly with 
Duncan Harwood ? 

Mr. Kier. That was to be assigned when the—— 

Mr. DeWrnp. Just a minute. You had a contract running from 
Duncan Harwood to you giving you distribution rights for this whisky 
in North, Central, and South America ? 

Mr. Kien. That is correct. 

Mr. DeWtinv. When was the decision made to transfer the distribu- 
tion rights to foreign corporations? 

Mr. Kuern. At the same time. 

Mr. DeWrnp. Who advised you in connection with that contract and 
as to how it should be set up and what you should do to reassign your 
rights to foreign corporations? 

Mr. Kuru. It was all decided in Canada, Mr. DeWind. 

Mr. DeWixp. Who were the people in Canada who decided this? 

Mr. Kuri. Mr. McLennan, Mr. Norgan, and my brother. 

Mr. DeWinp. Did you get any advice as to the effect that this 
would have for purposes of United States income taxes? 

Mr. Kirin. Mr. Rosenberg. 

Mr. DeWinp. He passed on the United States tax effects of this? 

Mr. Kuirrx. No; he didn’t pass. He passed on the corporate effect 
since the corporation was originally formed, Mr. DeW ind, to do busi- 
ness in Central and South America. 

Mr. DeWinpv. But you were planning to distribute in this country? 
Mr. Kuierx. Not at that time. 
Mr. DeWrnp. You had no plans at all? 


Mr. Kuern. None: no, sir. j 
Mr. DeWtnp. The United States was not a field of distribution 





for you? 
Mr. Kier. Not at that time. 
Mr. DeWinp. But your contract covered it; didn’t it? 
Mr. Kier. Yes. 
Mr. DeWrnp. You have the United States rights? 
Mr. Kuen. Yes. 
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Mr. DeWinp. At least you have the sole rights to distribute in the 
United States under this contract ? 

Mr. Kuer. That is right. 

Mr. DeWinp. When did you first make any sales in the United 
States? When did you first distribute Harwood whisky here? 

Mr. Kier. June 21, 1944. 

Mr. DeWrnp. So right at the outset, or almost at the outset, you 
were selling whisky in this country ? 

Mr. Kuiern. Approximately 6 months. 

Mr. DeWrnp. Who advised you, if anybody, as to the income tax 
effects, the United States income tax effects of this structure that 
you created ?¢ 

Mr. Kuern. I consulted Mr. Henry Burke and Mr. M. A. Haas, both 
qualified practicing tax consultants in the United States. 

Mr. DeWinv. Who is Mr. Henry Burke? 

Mr. Kurrn. He is a lawyer, a certified public accountant of the 
firm of Burke, Lansburgh & Gerber of Baltimore, Md. 

Mr. DeWrnp. Who is Mr. Haas? 

Mr. Kier. Mr. Haas is a member of the firm of Haas, Schlesinger 
« Mayers, New York. 

Mr. DeWrnp. Is that a law firm or an accounting firm? 

Mr. Kier. Mr. Haas is an attorney and accountant, 

Mr. DeWinp. Is this firm you are referring to a law firm? 

Mr. Kietn. No; a firm of accountants. 

Mr. DeW1np. But Mr. Haas is also a member of the New York bar? 

Mr. Kier. Yes, sir. 

Mr. Kean. Did you consult them before you formed the corpora- 
tion? 

Mr. Kr FIN. No, sir: because the corporation was not formed origi- 
nally for the sale of merchandise in the United States, 

Mr. Kean. Well, the corporation was only formed in 1944. 

Mr. Krier. In January of 1944. 

Mr. Kean. You set-up a corporation originally with the idea that 
you might sell in South America? 

Mr. Kuer. In Central and South America. 

Mr. Kean. You found out it was difficult to sell in South America 
and vou started selling in the United States after having consulted 
Mr. Burke and Mr. Haas as to the tax effects, tax benefits, that would 
be received by handling transactions in this way ¢ 

Mr. Kiery. No, sir. The question I asked was: What taxes if any 
were payable in the United States if a corporation such as I have 
explained were operating. I went further than that. We also con- 
sulted tax counsel. Asa matter of fact, I made a personal visit to the 
Deputy Minister for Taxation in Canada at Ottawa, and asked his 
opinion also, and got a written opinion from him as to the taxability 
of the operation. 

We also got opinions from tax attorneys or attorneys in Cuba and 
Panama. 

Mr. Kean. You went so far as to consult the Government officials in 
Canada, but vou did not consult any Government officials in the United 
States ¢ 

Mr. Kier. Not having a tax attorney in Canada at the time, I went 
directly to them. But in the United States, having tax counsel, I 
asked for their opinion. 











3024 INTERNAL REVENUE INVESTIGATION 


Mr. Curtis. This first sale in the United States in June of 1944, 
that was a sale from one or more of these Panamanian and Cuban cor- 
porations to the Williams Co. ? 

Mr. Kuern. That is correct. 

Mr. Curris. But the liquor was shipped direct from Duncan Har- 
wood in Canada to Williams ? 

Mr. Kie1x. The physical merchandise ? 

Mr. Curtis. Yes. 

Mr. Kuery. Yes. 

Mr. Curtis. But it was sold first to one of these Panamanian or 
Cuban corporations ? 

Mr. Kier. That is correct. 

Mr. Curris. And then they in turn sold the liquor to Williams in 
Canada ? 

Mr. Kier. That is correct, sir. 

Mr. Kean. What was the purpose of Harwood selling to these Pana- 
manian and Cuban corporations whisky which physically only went 
from Vancouver to the United States? Why didn’t you sell directly ? 

Mr. Kuern. They already had a contract. They had no alternative. 

Mr. McGuigan points out that the original contract called for a firm 
commitment to take 250,000 cases over a period of approximately 214 
or 3 years, so there was actually a commitment from the foreign 
corporations’ distillers’ agencies to Duncan Harwood to take up that 
much merchandise. In the first year of operation, I should lke to 
point out, which started in sales in the United States in June, it 
wasn’t all easy sailing; but the sales of whisky, notwithstanding the 
shortages, were very low by comparison, something in the neighbor- 
hood of 50,000 cases sold that year. 

Mr. DeWinp. When you talk about this commitment on 250,000 
cases, that was in this original contract which ran to you as an in- 
dividual ? 

Mr. Kier. That is correct. 

Mr. Kean. So then you did not have to use the foreign corporation ? 

Mr. Kuiern. That was the understanding in the first place. The 
contract was given to me and was there. It was subsequently to be 
assigned to a foreign corporation. 

Mr. Kean. Which you controlled ¢ 

Mr. Kier. No, in which I was a minority stockholder. 

Mr. Kean. You and your brother owned 50 percent of it? 

Mr. Kier. Well, that is hardly control. 

Mr. DeWrnp. You had the sole rights under your contract. Are 
you saying you gave away three-quarters of this to three other per 
sons ¢ 

Mr. Kir. That was the understanding. 

Mr. DeWrnp. You mean there was a contract in advance to take 
these other three in? 

Mr. Kier. That is right. 

Mr. DeWrnp. Is that a written contract ? 

Mr. Krier. That is correct. : 

Mr. DeWinp. The contract was set up in your name alone but you 
ad a side agreement to bring in these other three ? 

Mr. Kirin. Yes. It was to me and my assigns. 

Mr. DeWunp. It was an assignable contract but were you obli- 
gated? You had a side agreement that you would in fact give a, 
three quarters interest to these three other people ? 











‘ 


INTERNAL REVENUE INVESTIGATION 3025 


Mr. Kier. That is correct. 

Mr. DeWinp. That is a written contract ¢ 

Mr. Kuen. That is right. 

No, one second, please. No; there were not two—vyou mean did I 
have another contract that I would immediately sign ¢ 

Mr. DeWrnp. That is correct. 

Mr. Kier. A verbal understanding; not a contract. 

Mr. DeWinp. It was a verbal understanding ? 

Mr. Kuei. That is correct. 

Mr. DeWrnp. The contract was only in your name, but there was a 
side understanding that these people would get three-quarters of it? 

Mr. Kier. That is correct. 

Mr. DeWinp. Those people were all officers and stockholders of 
United Distillers of Canada, Ltd., weren’t they ¢ 

Mr. Kier. That is correct. 

Mr. DeWrnp. In fact, what did they do with their stock after they 
received it? Did they simply contribute it back into UDL? 

Mr. Kuer. They did, sir, subsequently, 4 years later. 

Mr. Kean. You have not answered my question as to what was the 
purpose of Harwood selling to the Panamanian and Cuban corpora- 
tions. whisky which physically only went from Vancouver to the 
United States. I would gather that the purpose was that Mr. Burke 
and Mr. Haas had told you that it would be taxwise to your advantage 
to do so, 

Mr. Kern. No, sir; that is not correct. That is positively not 
correct. 

Mr. Kean. I don’t see any special crime if you had two methods 
of doing it and used the method which your people advised, which 
your counsel advised you was the best method. 

Mr. Kier. But it so happens, Mr. Kean, that did not happen. Har 
wood could have sold the merchandise directly and it still would not 
have been taxable in the United States. 

I would like to point out again that the original formation of this 
company was for the purpose of doing business in Central and South 
America, and the follow-up of business in the United States was an 
aftermath and not a starting point. 

Mr. Kean. But it was a lot of trouble for you to handle it this 
way. You had to employ this man for $7,200. You had to send dupli 
cate invoices down to South America. You do not work with those 
people quite as closely as you do people that talk your own language. 

Mr. Kier. Surprisingly enough, Congressman, they spoke English 
very well. 

Mr. Kean. Normally if you can make a transaction directly, you do 
not go and make it through Cuba and Panama. 

Mr. Kier. With the exception, as I must point out again, that it 
wasn't predicated on doing business in the United States in the first 
instance. It was predicated on doing business in Central and South 
America. 

Mr. Kean. Your original intent from January to June was to sell 
in South America. From then on the intent for the next few years 
was to sell it in the United States ? 

Mr. Kuen. The intent was still to sell in Central and South Amer- 
ica, but unfortunately we couldn't get enough bottoms to do it. 
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Mr. DeWinp. Didn't you get your first opinion of the United 
States tax effects of this from Haas about April of 19444 

Mr. Kier. That is correct. 

Mr. DeWinp. So this arose right at the outset ? 

Mr. Kuern. That is correct. 

Mr. DeWrnp. Isn’t the real point of the situation not that Har- 
wood could sell directly, but if you bought it directly you could not 
sell it without realizing United States taxable income on all the 
profits ? 

Mr. Kuiery. That would be the final analysis of it, but the three 
Canadians could have sold it. 

Mr. DeWtnpv. How did you work this? Let’s go back to the year 

1944. What was the starting price per case for which the whisky 
was sold to the foreign cor porations ? 

Mr. Kuieinx. The original contract price was $8.05 per case. 

Mr. DeWinpb. That was the cost to the Cuban and Panamanian 
companies ? 

Mr. Kier. That is correct. 

Mr. DeWinv. What did they resell to R. C. Williams for, ap- 
proximately ¢ 

Mr. Kier. $19.05. 

Mr. DeWINpb. So you have $11 a case approximately. That gross 
8 of $11 a case is kept out of the United States or would, you hope, 
be kept out of the United States for tax purposes for this transaction ; 
is that correct ¢ 

Mr. Kier. It would never have gone here in the first instance. If 
the three Canadians—— 

Mr. DeWrnp. I understand that, but what I am saying is in fact 
almost from the outset all the sales you made were sales to R. C. 
Williams and the effect of this transaction, it was believed and hoped, 
would be to take $11 a case and get it out of the United States for 
United States income-tax purposes, You have got a gross profit of 
S11 a case. I am asking, was it not the treatment that the cor- 
poration gave it that they did not report that $11 a case for United 
States Income-tax purposes ¢ 

Mr. Kuer. It did not bring it into the United States. It did not 
take it out of the United States, did not bring it into the United States. 

Mr. DeWrinpb. The money came to the United States? 

Mr. Kirin. So did a great many other corporations who were doing 
business in foreign companies, except their money was in New York. 

Mr. DeW inp. You may be saying this is a general way of doing it; 
| am not roing into that. The point is you got sll a case in gross 
profit lodged in New York bank accounts on which you took the 
position you owed no United States income tax—— 

Mr. Kurr. Because the corporations were not doing business. 

Mr. DeWrnp. Because of this transaction that has been described. 
How much money did you make on this between 1944 and 1946, gross 
profits in those 3 years? You started in April 1944, and when did you 
stop this method of selling? 

Mr. Kier. It stopped at the end of September or sometime in 
September 1946. 

Mr. DeWinp. So you have about 214 years of operations in this 
form. What was the gross profit in that period ? 
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Mr. Kuiern. Approximately $20,000,000. 

Mr. DeWinp. What was the net profit on those transactions? 

Mr. Kuie1n. $19,700,000 or $19,600,000, something like that. 

Mr. DeWrnp. What were the items that reduced the $20 million 
to $19,700,000 ? 

Mr. Kier. Mr. McGuigan points out that for all practical pur- 
poses the gross Was net, with the exception— —_ 

Mr. DeWrnp. You had the salarv of Mr. Rosenberg—— 

Mr. Kier. And the expenses in Panama and Cuba. 

Mr. DeW rnp. Mostly the law firms’ charges? 

Mr. Kiern. And taxes that were paid to Cuba, and so on. 

Mr. DeWinv. What taxes were paid in Cuba‘ What sort of tax is 
that ? 

Mr. Kuie1x. Income taxes. 

Mr. DeWtinpv. Cuban income taxes ? 

Mr. Kuern. Yes, sir. 

Mr. DeWinp. They couldn’t be very much if the gross was the net. 

Mr. Kier. They weren’t very much. 

Mr. Kean. How about the legal fees of this firm in Panama‘? 

Mr. Kuerx. They weren't enormous. 

Mr. Kean. You intimated that the gross was $20 million and the 
net was $19,600,000. 

Mr. Kier. I amended that, Mr. Congressman, by saying the gross 
was practically the net. 

Mr. Kean. What did you pay to the Cuban firm for maintaining 
their office and hay me a clerk there? 

Mr. KLEIN. I don't re all. about S600 or S700 a month. somethi o 
like that. 

Mr. McGuiean. Not much higher than that. 

Mr. Kean. You would say it was not over $10,000? 

Mr. Kier. | wouldn’t say so. 

Mr. DeWrnp. In this pe iod prior to the W inding up of these com 
panies, or prior to the termination of this business, how much was paid 
in United States taxes either by you or the Harvey Co. for anybody 
else in relation to these transactions / 

Mr. Kier. | paid the income taxes when I sold out, if that is what 
you mean. 

Mr. DeWtnp. Prior to the sell-out, while you continued to operate 
in this fashion and hold the stock ? 

Mr. Kier. There were no taxes. 

Mr. DeWrnpv. There was no United States income tax paid by 
unybody ¢ 

Mr. Kier. Harvey Co. paid taxes. 

Mr. DeWrxv. But not on these transactions, not having anything 
to do with this. 

Mr. Kuern. No, sir. 

Mr. DeWrnp. So on this $20 million of gross sales there was no 
United States income tax up until the moment of your selling out 
the business ? 

Mr. Kier. No, sir. 

Mr. DeWrnp. In September of 1946 you say you wound this thing 
up. Just what did you do then? 

Mr. Kier. I sold out in the month of January 1947. 

Mr. DeWrnpv. I beg your pardon ? 





3028 INTERNAL REVENUE INVESTIGATION 


Mr. Kier. I sold my interest in January of 1947. 

Mr. DeWinp. In July of 1946 OPA controls went off, is that right ? 

Mr. Kuern. That is correct, sir. 

Mr. DeWinp. These sales which were made prior to July of 1946 
were made in amounts which would have been in excess of OPA ceil- 
ings, were they not? They could not have been sold directly in this 
country at that price, is that correct ? 

Mr. Kier. Well, I can’t 

Mr. McGuiean. I don’t think that is so. 

Mr. Kuern. 1 don’t think that is so. 

Mr. DeWinp. You believe you could have imported directly from 
Duncan Harwood and you could have sold at the $19 wholesale figure 
here, so there was no OPA regulation that was avoided; only the tax 
saving Was in the picture? 

Mr. Kuerx. Whether or not there was a tax saving was not in- 
volved because the funds were not here. 

Mr. DeWinp. The funds were here. They were up in New York. 

Mr. Kier. No. I am talking now about the actual physical sales. 
The corporation was formed for a purpose, and the subsequent sales 
in the United States resulted from that. 

Mr. DeWrnp. The situation seems to me to be this—correct me if 
I am wrong. So far as this whole structure was concerned, the 
whisky came to this country and nowhere else; the payments for it 
came to this country and nowhere else; the only thing that took place 
was the invoicing transaction which named these foreign corporations, 

( Witness and counsel conferring. ) 

Mr. Kiery. You have pointed out three things, and maybe I should 
point out three. 

Mr. DeWrnp. Tell me, are the three I pointed out correct ? 

Mr. Kier. Yes, sir. 

Mr. DeW inp. What are the three you want to point out ? 

Mr. Kier. That the whisky came from Canada, that 75 percent of 
these corporations were owned by foreigners who were Canadians, 
they were foreign corporations, the sales were made foreign. 

Mr. McGvican. Under the laws these gentlemen pronounce there 
was no tax on it. 

Mr. Kurry. A very good point, I think. Mr. McGuigan says under 
the laws of this country there is no tax on it. 

Mr. DeWrnp. That is a statement of opinion that you have gleaned 
from various counsel ? 

Mr. Kier. Including Mr. McGuigan at this precise moment. 

Mr. Kean. Is your brother a Canadian, sir? 

Mr. Kier. Yes, sir. 

Mr. DeW rnp. In any event, after July of 1946 and beginning ap- 
parently September 1946 you decided to wind the corporations up 
and sell out ; is that correct / 

Mr. Kier. No. The decision to sell out on my part started in 
December and eventually was consummated in January. 

Mr. DeWinp. You sold your stock, is that right ? 

Mr. Kier. That is correct. 

Mr. DeWrnp. To whom did you sell it ? 

Mr. Kuery. To the various foreign corporations. 
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Mr. DeWinpb. You mean you sold all the stock back to the com- 
panies, thereby wiping them out of existence? It was a liquidation of 
thecompanies? ‘That is what you are saying 4 

Mr. Kier. No; it was not a liquidation of the companies. 

Mr. DeWinp. You only sold your stock ? 

Mr. Kier. That is correct. 

Mr. DeWrnp. I see; a partial liquidation of the company through 
the sale of your stock. 

Mr. Kier. I don’t know whether you would call it partial liquida- 
tion or not, but I sold my stock. 

Mr. Kran. You sold your stock to whom ? 

Mr. DeWrnpb. You sold the stock of corporat ion A to corporat ion B, 
and the stock of corporation B to corporation A ? 

Mr. Kier. That isright. 

Mr. Kean. Who put up the cash ? Where cid it come from ? 

Mr. DeWrnp. It came out of the corporations, is that correct? Cor- 
poration A bought your B stock and paid you for it with United States 
funds drawn in New York? 

Mr. Kier. Drawn on New York or Canada, I don’t remember, sir. 

Mr. DeWrnp. The bulk of it 

Mr. Kier. They also maintained accounts in Canada. 

Mr. DeWrnp. I see: but the bulk of the money was in United States 
dollars in New York accounts ? 

Mr. Kier. When I sold out, sir, no; the bulk of the money was in 
Canada. 

Mr. DeWinv. How would the money have been transmitted to 
Canada? 

Mr. Kurern. Transmitted from the New York bank to their head 
office in Canada. 

Mr. DeWinp. Were the Canadian deposits United States dollars 
deposited in Canada ? 

Mr. Kier. United States dollars. 

Mr. DeWrnp. Deposited in Canada ? 

Mr. Kuer. That is correct, sir. 

Mr. Kean. You and your brother were controlling the company 
and decided that you would sell the stock in the company to yourselves 
controlling the company ? 

Mr. Kier. No, Congressman. Fifty percent doesn’t constitute 
contro] of 100 percent. 

Mr. McGuiean. Only his shares were sold, Congressman. 

Mr. Kier. My brother’s weren't sold. 

Mr. McGuiean. Only 25 percent, not the half. Only 25 percent, 
only his, not his brother’s, 

Mr. Kran. It was sold to the corporation. 

Mr. McGuiean. To one of the others. There were several corpora- 
tions. 

Mr. Kean. Which he previously had controlled. Who controlled 
the corporation at the time the sale was made? 

Mr. Krier. The three foreign stockholders. That happened sub- 
sequently. 

Mr. Kean. The three stockholders and you got together and agreed 
that the corporat ion would buy this 25 percent i 
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Mr. Kuer. It was just a meeting of the minds of the three othe: 
stockholders on the continued operations, and I decided that the best 
thing for me to do would be to sell out. 

Mr. Kean. From the tax point of view? 

Mr. Kern. No, sir; from the physical operations standpoint. 

Mr. Kean. You wanted to get out of that business? 

Mr. Kier. No. We were talking about buying a distillery in 
Kentucky. Nothing came of it and I just started to get out. 

Mr. DeWrnp. As a matter of fact, I gathered from what you said 
the business had been wound up; you weren’t selling any more whisky. 

Mr. Kier. Not under the Harwood contract, but there was a ques- 
tion of continuing in the business 

Mr. DeWinp. The Harwood contract discontinued and these cor- 
porations had no more business to engage in, isn’t that the situation ? 

Mr. Kurern. That is correct. 

Mr. DeWrnp. At that time it was decided that you would sell your 
stock in these companies through these various cross-sales, one com- 
pany buying the stock of another? 

Mr. Kier. That is correct. 

Mr. DeWinp. Wasn’t that all worked out by agreement without 
any dispute with the Canadian group? 

Mr. Kier. There was no dispute, sir. 

Mr. DeWrnp. So you saw eye to eye completely; the business was 
finished and you were going to wind it up? 

Mr. Kier. They were satisfied, and if I wanted to sell out I could 
sell out. 

Mr. DeWrnp. On this sale of your stock, what was the sales price, 
the total sales price of these various cross sales? 

Mr. Kier. About $4,700,000, plus their interest in another cor 
poration which I took over. 

Mr. DeWinp. What was that worth? 

Mr. Kier. It would have been approximately $750,000. 

Mr. Kean. $750,000? 

Mr. Kuri. Yes, sir. 

Mr. DeWtnp. You should have gotten something like $5 million 
out of it, and I gather that is what you got. 

Mr. Kier~. Approximately. 

Mr. DeWinp. How much of that was profit ? 

Mr. Kier. The majority of it, most of it. 

Mr. McGuiean. For practical purposes, all of it. 

Mr. DeWrnp. You had a thousand dollars’ investment in the com- 
pany and you got $5 million out of it ? 

Mr. Kier. If you put it that way, yes. 

Mr. DeWrnp. I want to put it accurately. 

Mr. Kier. The fact that we borrowed money in the first instance 
you are not taking into account. 

Mr. Kean. When you borrowed this money, did you sign the note, 
yourself, personally ? 

Mr. Kier. No, sir; the corporation. 

Mr. Kean. The corporation at that time had only $4,000 of assets, 
and yet a bank was willing to loan you $50,000? What kind of a bank 
was that ? 

Mr. Krery. It wasn’t a bank. It was another corporation doing 
business in Cuba. 
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Mr. Kean. Also controlled by you‘ 

Mr. Krerx. Another corporation in which I was a minority stock- 
holder. 

Mr. Kean. What? 

Mr. Kiev. Another corporation in which I was a minority stock- 
holder. 

Mr. DeWrixp. Which company ? 

Mr. Kean. So you lent to each other the $50,000. Did your cor- 
porat ion lend this other $50,000 to somebody else ¢ 

Mr. Kuery. I don’t understand you. 

Mr. Kean. Was there any loaning from one to the other or just 
one loan on this one occasion ? 

(Witness and counsel conferring.) 

Mr. Kier. No. Mr. McGuigan points out to me that I should 
point out to you, Mr. Kean, that the ownership was not identically 
the same. ‘There were three of us in that company, and there were 
four of us in the other company. 

Mr. Curtis. In any event the capital outlay for all of you was 
$4,000, plus $50,000 ? 

Mr. Kur. That is right, sir. 

Mr. Byrnes. Who were the three in the corporation which was 
making— 

Mr. Kier. My brother and myself. 

Mr. Byrnes. Three out of the four were stockholders. 

Mr. Kier. In the other corporation. 

Mr. Byrnes. In the company receiving the money. 

Mr. Kuern. That is correct. 

Mr. Byrnes. Other than the difference of one stockholder they were 
owned identically ? 

Mr. Kuiern. That is correct, sir. 

Mr. DeWrnp. Am I correct in supposing that when you realized 
this profit of approximately $5 million in 1947—is that correct ¢ 

Mr. Kier. That is correct. 

Mr. DeWinp. That you reported that as a long-term capital gain 
on your personal income-tax return for 1947? 

Mr. Kier. At this point, Mr. DeW ind, I would like to point out 
that I paid in four installments $300,000 each quarter. 

Mr. DeWinp. During 1947? 

Mr. Kier. Three installments in 1947 and one in January of 1948. 

Mr. DeWrnp. You paid a 25 percent tax rate on this $5 million 
profit ? 

Mr. Kier. That is correct, sir. 

Mr. Curtis. Has there ever been any dispute between you and the 
Bureau of Internal Revenue as to the total amount of profit ? 

Mr. Kier. There has never been any dispute. 

Mr. Curtis. The tax question comes down, then, to whether or not 
it was a long-term capital gain or whether or not you were liable for 
the ordinary income tax as this money was paid. 

Mr. Kuern. That is essentially correct, Mr. Curtis, but the manner in 
which it was done, I think as an American citizen I would like to point 
out I think it was a little unusual that a man who had paid $1,200,000 
in income tax, that two men from the Bureau of Internal Revenue 
would come into my office on March 3, 1948, and ask my name, if I 
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was Mr. Hyman Harvey Klein, to which I replied, “Yes”; they showed 
me their credentials, and proceeded to lay down on my desk assess- 
ments considered claims by the Bureau for an amount in excess of 
$5 or approximately $7 million, including the corporation. When I 
asked the gentlemen, “Would you please inform me as to what this 
is all about?” their answer was, “We don't know. All we are here 
for is to collect money.” I said, “That is rather unusual.” 

Mr. Curris. Was this the first you had known that your tax return 
on these transactions was in question ¢ 

Mr. Kier. That is correct, sir. I didn’t even know that there 
was a question. This was reported to me on March 3, 1948, and when 
I immediately contacted my Marvland attorney, Mr. Joseph H. A. 
Rogan, who came over to my office about a half hour or an hour later, 
I asked him please to contact Mr. Hoftferbert, who was the collector 
of internal revenue for that district, which he did immediately on the 
telephone, and asked him what the claims were for. Mr. Hotferbert’s 
response was that he had no knowledge of what they were about. that 
he had been informed by Washington to assert the claim and in his 
capacity as collector he did exactly that. 

Mr. Curris. Up to that time you had not received any smattering 
of information that these transactions were being looked into? 

Mr. Kier. No, sir. 

Mr. Curris. You had received no information that indicated that 
the corporate structure of these forelgn corporations was being eX- 
amined into? 

Mr. Krei. No. 

Mr. Curtis. No information that the method of selling liquor and 
handling the invoices and transporting the liquor physically was 
being studied or questioned by the Government ¢ 

Mr. Kier. No, sir. 

Mr. Curris. Was it your feeling and is it your feeling now that 
outside influences—I mean by that, outside the Government—were be- 
ing exerted in connection with your tax matter ¢ 

Mr. Kure. I wouldn’t be human, Mr. Curtis, if I didn’t think so. 

Mr. Curtis. What caused you to think that? 

Mr. Kier. The brand, Harwood, during its operation had been 
very successful and naturally you have always the feeling that a com- 
petitor in this line of business particularly is always anxious to keep 
another one out of the market. It was my opinion at that time that 
it was either some competitors or some person or persons unknown 
tome who might have had some feeling toward me. Certainly I don't 
go out of my way to make enemies. As a matter of fact, 1 go more 
probably out of my way to make friends. I can’t really account for 
it other than the fact that I know that when the firm of Root, Ballan- 
tine, Harlan, Bushby & Palmer represented me, with which Mr. Me- 
Guigan at that time was associated, and I consulated Mr. Alvea, Mr. 
Simpson of that firm went down to see a gentleman by the name of 
Mr. Carter in Washington in the Bureau. I don’t know what Mr. 
Carter’s position is, and Mr. Simpson told him that I paid a million 
two hundred thousand dollars in taxes and Mr. Carter said they never 
knew anything about it. They never knew I paid any income tax. 

Mr. Curtis. Was there any information coming to you from any 
other source that indicated that people outside the Government were 
interesting themselves in the claim against you for taxes? 

Mr. Kier. No, sir. 
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Mr. Curtis. You had a feeling that some other liquor interests 
might have had something to do with it? 

Mr. Kier. They or persons other than those connected with it—— 

Mr. Curtis. What other persons ¢ 

Mr. Kuery. I haven't the foggiest idea. 

Mr. CURTIS. Did you have any information to lead you to believe 
that anyone in the Bureau of Internal Revenue was in league with 
other liquor interests that might exert an influence in connection with 
this? 

Mr. Kier. No, sir. 

Mr. Curtis. Mr. Klein, the purpose of my last few questions was 
not for me to judge the validity of this tax matter or to defend the 
transaction or assert that you have paid the taxes. It wasn’t for that 
at all. But information does come to the committee now and then as 
to the forces and influences exerting themselves, and that was the 
purpose of my question. 

Mr. Kiet. | understand, sir. 

Mr. Byrnes. Mr. Chairman / 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. When these agents came to you on March 3, in what 
detail did they outline to you the basis for the additional liabilities 
that were being assessed / 

Mr. Kier. They didn’t know, sir. I asked the question. 

Mr. Byrnes. What did they do? Just give you a figure? 

Mr. Kieix. They just laid down these here—I don’t know what you 
call them—assessments, assessment forms, on my desk, and I said, 
“Wait a minute.” I took a pencil and totaled the figures and it 
amounted to approximately ST million. | said, “7% ou are asking for a 
lot of money. What is this all about” That is what they didn't 
know. 

Mr. BYRNES. That notice that you received only had a total figure 
on it, the amount due / 

Mr. Kier. That is correct. 

Mr. Byrnes. It didn’t say on what basis it was due. 

Mr. Kuern. No, sir. 

(Witness and counsel conferring. ) 

Mr. Kirin. Mr. McGuigan points out that I should also tell vou 
that the 90-day letter which the collector generally sends you when 
there isa deficiency —_— 

Mr. McGuigan. It comes afterward. 

Mr. Kier. I don’t know the mechanics of it. Even the letter, the 
90-day letter requesting payment, didn’t set out any facts as to why 
they wanted $7 million. 

Mr. Byrnes. Were you given the 90-day letter at that time? 

Mr. Kiern. No, sir. 

Mr. Byrnes. When was that given to you? 

Mr. Kier. It was dated March 10, 1948. 

Mr. Byrnes. You had an assessment notice on March 3. On March 
10 you got a 90 day letter. 

Mr. Ku IN, That is correct. 

Mr. Byrnes. In either case, or in between the two, did vou receive 
any communication from the Internal Revenue Bure au outlining the 
basis for the additional assessment ? 
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Mr. Kieu. No, sir. We couldn’t get any information from any- 
one who knew anything about it. 

Mr. Byrnes. In other words, not only did they not voluntarily 
furnish you with the information, but you couldn’t find it even on 
inquiry in that interim. 

Mr. Kier. That is correct. The excuse that was subsequently 
used for putting on the additional assessment was that I was going 
with my wife on a Caribbean cruise on the Grace Line for 10 or 12 
days, and the fact that they didn’t know that I paid $1,200,000 in 
taxes, and I was presumed to be leaving the country. A man hardly 
pays $1,200,000 in income taxes and then leaves the country. If he 
is going to leave the country he certainly isn’t going to pay 31,200,000 
in taxes. 

Mr. DeWrnp. Mr. Klein, you say there was no knowledge that you 
had paid $1,200,000 on your taxes. How did you know that? What 
convinced you that they didn’t know about that / 

Mr. Kier. It isn’t anything that convinced me, Mr. DeWind. 
I was told that by Mr. Alyea of the firm of Root, Ballantine, Harlan, 
Bushby & Palmer, who was apparently so informed by a Mr. Simpson, 
who was their Washington tax man, in his interview with Mr. Carter. 

Mr. DeWrnp. How did you go about paying this $1,200,000? 
Where did you make the payments / 

Mr. Kuiern. In the New York district. 

Mr. DeWinv. That is, you filed your declaration of estimated 
tax—-— 

Mr. Kier. In New York. 

Mr. DeWrinp. What collector’s office in New York? 

Mr. Kuiery. The third district, I believe. 

Mr. DeW inv. How did you come to file up there? 

Mr. Kier. I had maintained an office at 2715 Shannon Building, 
and that was in the offices of Haas, Schlesinger & Mayer, my ac- 
countants, and they had made up my return and filed it accordingly. 

Mr. DeWtinp. Mr. Haas, who advised you on this transaction 
originally—— 

Mr. Kier. That is right. 

Mr. DeWinp. Prepared these estimates for you and prepared your 
tax return? 

Mr. Kier. That is correct. 

Mr. DeWrnp. He filed them showing his address. 

Mr. Kuery. That is correct, sir. 

Mr. DeWrnp. And filed them in the third district of New York. 

Mr. Kiery. That is correct. 

Mr. Kran. Had your previous returns for the year or two before 
been filed in the same district ? 

Mr. Kirin. No, sir; they had been filed in Maryland. 

Mr. DeWrnp. How did you come to change your filing district? 

Mr. Krier. Because we were considering doing business in New 
York at the time, and subsequently I used his office as an address for 
any mail that would come to me. For that reason we used New York 
as the filing point. 

Mr. DeWrnp. You still had your residence and business address in 
Baltimore? 

Mr. Kuiern. My residence and main business. 








INTERNAL REVENUE INVESTIGATION 3035 


Mr. DeWinp. Nevertheless, you had your tax returns filed from 
your accountant’s office in New York? 

Mr. Kiern. That is correct. 

Mr. DeWrnp. It is only this 1 year, or did you file in other years? 

Mr. Kurrn. It has been filed every year since. 

Mr. DeWrnp. This is the first year you filed in New York? 

Mr. Kier. That is correct, sir. 

Mr. DeWrnp. Had this $5 million profit realized by your companies, 
your share of the $20 million profit that had been realized by your 
companies over the 214-year period from April of 1944 until Sep- 
tember of 1946, been reported as personal income in this country by 
you over that period, do you know approximately what income tax 
would have been paid ? 

Mr. Kern. No, sir; I do not. 

Mr. DeWrnp. Have you been advised of any approximate figure 
that would have been paid had you reported $5 million of income in 
1944, 1945, and 1946? 

Mr. Kuri. The answer is “No,” Mr. DeWind. 

Mr. DeWrnp. It would have been in the neighborhood at least of 
90 percent of the $5 million, would it not? 

Mr. McGuican. Two of those years were 85-percent years, Mr. 
DeWind. 

Mr. DeWrnp. Are you talking about corporate tax or individual? 

Mr. McGuiean. I am talking about individual. I thought you 
were. 

Mr. DeWinp. Had he reported this income individually? 

Mr. McGuican. Two of the years were 85-percent years, and one 
year was a 90-percent-limit year. 

Mr. DeWinp. You mean he had reached the 85-percent bracket ? 

Mr. McGuigan. With $5 million, of course, he would. 

Mr. DeWrnpv. You mean that is the top bracket ; there was an over- 
all limitation. 

Mr. McGuiean. That is right, sir. 

Mr. DeWinp. And he would have hit that limitation? 

Mr. McGuiean. Yes. I don’t have the exact figures, but it is obvi- 
ous that at that income level he would have to be up. 

Mr. DeWrinp. Eighty-five percent for 2 years and 90 percent for a 
third. 

Mr. McGruiean. For a third, yes. 

Mr. DeWrxp. Can you say roughly how the jeopardy assessment 
of $7 million was arrived at? It was $5 million-plus on your personal 
taxes. How was that computed, do you know? 

Mr. Kirt. No. I do not, sir. 

Mr. DeWrnp. Was there an inclusion in there for penalties? 

Mr. Kuri. Yes, sir; there was. 

Mr. DeWrnp. The assessment covered the income tax, fraud pen- 
alties, and also penalty? 

Mr. Kurtx. Those were the three items on there. 

Mr. DeWrnp. That was a 50-percent penalty on top of the income 
tax? 

Mr. Kier. I think that is correct. 

Mr. DeWrnp. Then that explains how the asserted jeopardy assess- 
ment could exceed the amount of the income. It went over $5 mil- 
lion with a 50-percent fraud penalty. 
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Mr. Kier. No. It also included the H. Harvey Co. to the extent 
of possibly a million or a million and a half dollars. 

Mr. McGuiean. Two million. Incidentally, that two million that 
was asserted against Harvey Co. is now asserted against him per- 
sonally. They asserted it against the wrong person. They didn’t 
know where it was made. ‘They put it in for some reason or other. 
They have since abandoned that and notified us they will amend their 
answer, I guess it is, in the Tax Court to hand it back to him. So for 
practical purposes the whole 7 is his. 

Mr. DeWrnxp. Can you say, Mr. Klein, or get it from MeGuigan, 
what is the tax liability in dispute, treating all of this as your income 
now, plus fraud penalties and interest / 

Mr. Kuierx. Will you repeat that question again, sir? 

Mr. DeWinp. If you treat all of this $5 million profit as taxable 
income to you as an individual and you add in the fraud penalties and 
interest, can you say approximately what the claimed liability is 
now ¢ 

Mr. McGuiean. It is over $7 million. I can get it. 

Mr. DeW inp. Over $7 million? 

Mr. McGuiean. Yes. The claim is on the books. It is still a $7 
million claim. 

Mr. DeWtnp. The jeopardy assessment is still outstanding? 

Mr. McGuiean. That is right. 

Mr. Byrnes. What is the lability without penalties ? 

Mr. McGuiean. It would be two-thirds of that. 

Mr. DeWrnp. Have you turned over to the Bureau of Internal 
Revenue all of the books and records of the Panamanian and Cuban 
corporations and your own books and records? 

Mr. Kuri. I don’t have the books and records of the Panamanian 
Corporation, because I sold out in January of 1947. 

Mr. DeWrinp. What happened to those books and records? 

Mr. Kirin. To the best of my knowledge they are in Canada. 

Mr. DeWrnp. You believe they were shipped to Canada from 
Panama and Cuba? 

Mr. Kier. That is correct, sir. 

Mr. DeWrnp. These same persons, your brother and Mr. McLennan 
and Mr. Norgan, are still United Distillers, are they not? 

Mr. Kuery. Yes. 

Mr. DeWrnpv. They presumably have those books? 

Mr. Kier. Yes, sir. 

Mr. DeWinp. Have you ever asked them to produce those books 
and records? 

Mr. Kiern. They were produced for the Canadian Internal Revenue 
Bureau, and my understanding is that the American Internal Revenue 
Bureau has copies of those books and records. 

Mr. DeWrnp. You say it is your understanding? 

Mr. Kier. That is so. 

Mr. DeWrnp. How did you derive that understanding? 

Mr. Kier. I was so told. 

Mr. McGuiean. They told us and we told him. 

Mr. DeWrnp. That all the books and records become available to the 
Bureau of Internal Revenue? 

Mr. Guiean. No. Maybe this will straighten it out. What the 
Bureau has on these underlying transactions are photostats of all the 











INTERNAL REVENUE INVESTIGATION 3037 


checks involved. They also have photostatic copies of certain books 
which were produced for the Canadian taxing authorities. They have 
shown us some of them. 

Mr. DeWinp. Which books have not been produced ? 

Mr. McGuiean. I don’t know what they have. I don’t think they 
have any of the books that were kept in Cuba. 

Mr. DeWrnp. Mr. Klein, can you not simply request that those books 
be made available for the purpose of the internal revenue assessments 
here ¢ 

Mr. Kier. I have requested it a long time ago, but nothing ever 
came of my request. 

Mr. DeWrnp. You mean these people in Canada decline to turn 
over these books to you? 

Mr. Kiern. They say they have no responsibility to the United 
States Bureau of Internal Revenue, and consequently they are not go- 
ing to have them delving into their books. 

Mr. DeWrnp. So they have refused to let you have the books or to 
turn them over tothe United States Government / 

Mr. Kier. But they did supply Mr. McGuigan, I believe, with all 
the facts. 

Mr. MeGutean. They showed me the books that they gave to the 
Canadian Government. Actually, Mr. DeWind, since all the checks 
are available, the production of the books themselves doesn’t make 


much difference. They can construct the books from the checks. It 
is all there. 
Mr. DeWinp. There is no question that there were books available. 


Why weren't they produced 4 

Mr. Kurry. You are asking me a question, Mr. DeWind, that I 
cant answer. 

Mr. DeWrnp. You have exercised your best efforts to impose on your 
other's good will and your former business associates to turn over 
the records, and the have refused / 

Mr. Kuri. That is correct. 

Mr. DeWrnp. Earlier you testified that you had duplicate bank 
deposit slips and duplicate invoices of all the whisky transactions, 
maintained in Baltimore. What has happened to those ? 

Mr. Kr FIN. All of the records, to the best of my recollection, Mr. 
DeWind. were sent to Canada when I sold out. 

Mr. DeWrnp. That included the records maintained in this 
country ¢ 

Mr. Kier. That is correct, sir, not having any further interest in 
the corporat ion. 

Mr. DeWtnp. Are there any of those records that have not been 
made available to the Bureau of Internal Revenue, or are those among 
the things that they were able to get copies of ¢ 

Mr. Kierx. They were among the things 

Mr. DeWrnp. They have a copy of everything that was contained 
In this country ? 

Mr. McGuigan. We don’t know, Mr. DeWind. The only things they 
showed us specifically are photostats of these memorandum books. 
What else they have we don’t know. We have asked. We have offered 
to sit down with them in this effort to lighten the work of this recon- 
struction, and we haven't been able to. We have done it alone, and 
they have done it alone. 
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Mr. DeWinp. After your request that the original documents be 
obtained ¢ 

Mr. McGuiean. They have asked for everything we can get, and 
we have given them everything we can get. We haven't been able to 
get the original documents for them. We do have all the checks. In 
fact, we got the checks by following them. They would go to a bank 
and order them, and we or our predecessors would ask for a duplicate 
order. 

Mr. DeWirnp. So not only has this structure of a foreign corpora- 
tion resulted in tremendous savings in United States income taxes, 
but you are now in the position of saying you didn’t have control of 
the books and records so the Bureau can examine them. 

Mr. McGuiean. We don’t have control—— 

Mr. DeWinp. I understand you don’t, but I am addressing that to 
Mr. Klein, that not only this device—— 

Mr. Kern. I would have to give you the same answer, Mr. DeWind. 

Mr. McGuiean. May I point out that during all the years this com 
pany was operated it was in Baltimore, and they could have seen them 
any year. It was all in United States banks. 

Mr. Kuerin. Mr. McGuigan brings up the point I should say that 
during the years of the operation ‘the records, the duplicate deposit 
slips, were here and could have been examined by the Bureau at any 
time that they so desired, as well as the bank, were here and could have 
been examined at any time that they desired. 

Mr. DeWinpv. You are referring to a period prior to January of 
1947; is that right? 

Mr. Kuri. That is correct. 

Mr. DeWrtnp. If no return was filed and the income was never re 
ported to the United States, would there be some method of clairvoy- 
ance so they would know that these transactions were going on? 

Mr. Kuery. I don’t think they are clairvoyants, no. 

Mr. DeWrnp. I don’t think so, either, and therefore I don’t know 
how they would have known, except by very unusual chance, to come 
around and inquire prior to January of 1947. 

Mr. McGuican. There was no concealment of the transaction. 

Mr. Kier. The point I am making, Mr. DeWind, is that there was 
no concealment. 

Mr. DeWrnp. All right. I was not suggesting there had been con- 
cealment; simply that when the time came for the regular audit the 
books and records were not available because of the nature of this 
transaction. 

Mr. Kuierx. But, Mr. DeWind, I should point out also that there 
never was a question of audit, because they made the assertion of the 
claim before an audit was made. 

Mr. DeWrnp. That was jeopardy assessment, but after that the 
assessment would have to be made through a regular audit, and I 
presume what has been going on ever since is an examination of your 
books and records and whatever information you produced. 

Mr. Kier. But, Mr. DeWind, they never made an audit, and they 
made an assessment before they made an audit. Isn't it rather un 
usual, wouldn’t you say it was rather unusual, that the Government 
would assert a claim without coming in and discussing it with a man 
or asking for his records or his books ? 
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Mr. DeWinp. You say at the time that this jeopardy assessment 
was made you were just planning to take a trip? Of what duration ? 

Mr. Kier. Ten days. 

Mr. DeWinpv. Where was that to be? 

Mr. Kiern. On a Grace liner. 

Mr. DeWrnp. At what ports were you planning to stop? 

Mr. Kern. I don’t recall. I think one was Cartagena and one was 
Curacao. It was one of these regular cruises, regular Grace Line 
cruises. 

Mr. DeWinp. At that time did you maintain a safety deposit box 
in Baltimore ? 

Mr. Kurrn. Yes, sir. 

Mr. DeWinxpv. How much, if any, cash did you maintain in that 
box ? 

Mr. Kier. Exactly $3,900, I think, which was marked for income- 
tax purposes. 

Mr. DeWinp. Did you maintain securities in that box? 

Mr. Kier. Yes. 

Mr. DeWrnp. What was the approximate value of the negotiable 
securities, bearer securities, maintained in that box ? 

Mr. Kien. Some savings bonds, and UDL stock. 

Mr. McGuiean. Savings bonds are bearer, are they not ? 

Mr. DeWinp. What was the total value of the securities main- 
tained in the box, approximately ? 

Mr. Kxern. It is hard to answer that, Mr. DeWind. They may be 
valuable to some and not too valuable to others. My shares of stock 
of United Distillers of Canada, Ltd., and some savings bonds, as I 
said, and maybe 25 shares of some steel company stock. 

Mr. DeWinp. Can you put an approximate figure on the value of 
the securities and other documents in that box ? 

Mr. Kuern. I can’t give a direct answer to that, Mr. DeWind, be- 
cause if we talk about UDL stock I should point out that the stock, 
while listed on the Montreal curb, is subject to wide fluctuation. If 
I were to sell 5,000 shares or 10,000 shares of stock, I could drive her 
down to $3, and if I tried to buy 10,000 shares I might send it up 
to $25. 

Mr. DeWrnp. It is a very thin market. 

Mr. Kuri. A very thin market. 

Mr. DeWinp. What was the quoted market at that time? 

Mr. Kier. At the time probably around $21 and somethine 

Mr. DeWrnp. $21? 

Mr. Kuiern. Something like that. 

Mr. DeWinv. How many shares of stock did you have? 

Mr. Krein. About 82,000. 

Mr. DeWrnp. 82,000 shares at $21? 

Mr. Kier. That is right. 

Mr. DeWinp. Can you tell me what that is? 

Mr. Kuiery. Roughly about $1.6 million or $1.7 million. 

Mr. Byrnes. At any time did the representatives or agents of the 
Bureau ask you to furnish them with certain specific records covering 
your business transactions during those years? 

Mr. Kier. Did they ask it during the time that the operation 

Mr. Byrnes. No, I meant subsequent to March 3, or March 10. 

Mr. Kier. Of 1948? 
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Mr. Byrnes. Yes. That is when they made the examination. 

Mr. Kurt. No, sir. 

Mr. McGuiean. Only through us. 

Mr. Kier. That was after they asserted the claim. 

Mr. Byrnes. After they asserted the claim, did they make a request 
for specific books and records of you ? 

Mr. Kiern. Of me personally; no. On my counsel. 

Mr. Byrnes. Do you know to what extent they asked for those 
records? I mean in what detail? 

Mr. Kier~. Would you mind Mr. McGuigan answering that? 

Mr. McGuican. They asked more or less a blanket request. They 
wanted all the books, the original books of the foreign corporations. 
Those we weren’t able to get. They had, however, the a 

Mr. Byrnes. Let's stop right there. Did they ask you to furnish 
checks ? 

Mr. McGuican. In effect we got them from them. As I say, they 
went around to the Chase National Bank and Royal Bank of Canada 
in New York and put some poor devil down in the basement—— 

Mr. Byrnes. Did they ask you to furnish those checks? 

Mr. McGuican. No, they never asked me for the checks. They got 
them in advance. 

Mr. Byrnes. They did it on their own initiative? 

Mr. MeGuican. Yes. 

Mr. Byrnes. They were not forced to that because of reluctance on 
your part to try to furnish them ? 

Mr. McGuican. Oh, no. As a matter of fact, when we first came 
into the case my recollection is that we got the checks from our prede- 
cessors—that was back in May of 1948—from Root, Ballantine. They 
had gotten them, as I recall the story, from the banks where the Bureau 
had been. In other words, the Bureau would go in and order these 
things, and they had a standing order for all the checks, “We want a 
duplicate set.” They never asked us for the checks. 

Mr. Byrnes. What 1 want to find out is whether they went out and 
got these checks from the various banks because of the failure or 
reluctance on the part of Mr. Klein or his counsel to furnish them for 
him. What is the case there ? 

Mr. McGuican. My judgment is that they did not do it for that 
reason, because the first we knew about it they had the checks. I don’t 
recall any request being made on Root, Ballantine, our predecessors, 
for the checks. The first request for the checks that I have any knowl 
edge or records of is in December 1948—not the checks, but any of the 
books—December 1948, which is 9 months after the jeopardy went on, 
and after all of us had the checks. 

Mr. Byrnes. What about other books and records? Did they ask 
you for any specific books and records that were in your possession or 
were available to you that you did not furnish to them? 

Mr. MeGuiean. No. 

Mr. Byrnes. You were unable to furnish books and records that are 
in the possession of the Canadian corporation ¢ 

Mr. McGuiean. That is correct. We were unable to do that, but 
we offered—— 

Mr. Byrnes. To what extent have you or your client specifically 
made an effort to obtain those records from the Canadian corporation / 
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Mr. McGuican. I have been out there once or twice. Twice or 
three times. Twice, anyway. I have been out there twice attempt- 
ing to get them, out to Vancouver, and I haven’t gotten them. In 
other words, this is talking about the books in Cuba. You see, the 
Government has photostats of others, so there is no problem about 
those. 

Mr. Byrnes. I am talking about books that they want but which 
you are unable to furnish by reason of their being out of your posses- 
sion and being in the possession of the Canadian firm. 

Mr. McGuiean. That is right. 

Mr. Byrnes. What specific efforts have been made by Mr. Klein 
or by his counsel to obtain them ? 

Mr. McGuiean. I have been out there once or twice to get them, Mr. 
Byrnes, and I have not gotten them, ncr have I seen them. 

Mr. Byrnes. Can you explain why they wouldn't be more cooper- 
ative with you? 

Mr. MeGuican. Why they would not be / 

Mr. Byrnes. Yes; or with Mr. Klein. 

Mr. McGuiean. I suppose they have their own problems in Canada, 
Mr. Byrnes. They have a tax case up there. The Canadian Govern- 
ment was asserting heavy tax claims against them. 

Mr. Byrnes. That would not be any reason for not at least per- 
mitting you to have photostatic copies of the records, would it ? 

Mr. McGuiean. They could have given them to me, but they didn’t. 

(Counsel and witness conferring. ) 

Mr. McGuican. Yes, there is also this thing. The Bureau in 
talking to us has from time to time brought up the question of trans- 
ferring liabilities, you see. In other words, if the claim is against 
Mr. Klein, it might also be good against the Cuban and foreign cor- 
porations themselves or against the other stockholders of the Cuban 
foreign corporations, and that the Canadian company would be liable 
as transferees from the Cuban and Panamanian corporations 
indirectly. 

Mr. Byrnes. Wouldn't that be true whether or not the Bureau of 
Internal Revenue finally gets access to the books ? 

Mr. McGuican. It would be true, anyway, but they might feel—in 
other words, “We aren’t going to help them” might be the attitude. 
Iam guessing. All I know isthat I got a refusal. 

Mr. Byrnes. And in spite of the fact that one of the important 
stockholders of this Canadian corporation is the brother of Mr. 
Klein ? 

Mr. MceGuiean. That is an argument that I used, and it had no 
effect. 

Mr. Byrnes. What is the brother’s name? 

Mr. Kier. I. J. Klein. 

Mr. Byrnes. What is his address? 

Mr. Kier. Vancouver, British Columbia, 8200 Shaughnessy 
Street. 

Mr. Byrnes. How do you spell that street ? 

Mr. Kern. S-h-a-u-g-h-n-e-s-s-y. 

Mr. DeWrnpv. When this jeopardy assessment matter came up, did 
you retain counsel to represent you ? 


Mr. Kier. Yes, sir. 
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Mr. Byrnes. That was the Root, Ballantine firm that you retained 
in the first instance ¢ 

Mr. Kuern. That is correct. 

Mr. DeWinp. Then when did you bring Mr. McGuigan and Mr. Kil- 
cullen in to replace the Root, Ballantine firm ? 

Mr. Kuer. Mr. McGuigan and Mr. Kileullen—I didn’t know Mr. 
Kilcullen at the time, but 1 knew Mr. McGuigan quite well. He left 
the firm 

(Witness and counsel conferring. ) 

Mr. Kiern. He reminded me that he had left before the jeopardy 
assessment was placed. In any event he left the Root, Ballantine firm 
to establish his own firm. Root, Ballantine being the large firm that 
they are, there is not as much personal contact as I could get with Mr. 
McGuigan, who I felt more kindly to, maybe. In any event, I met Mr. 
Kilcullen and I was favorably impressed with both of their abilities 
and consequently moved from Root, Ballantine to Mr. McGuigan and 
Mr. Kilcullen. 

Mr. DeWinp. When was that? 

Mr. Kier. In May of 1948. 

Mr. DeWrnp. Prior to that time neither Mr. McGuigan nor Mr. Kil- 
cullen had represented you ¢ 

Mr. Kier. No, sir. 

Mr. DeWinp. They had no prior connection with these transactions, 
the formulation of these corporations or their dissolution or anything 





else ¢ 

Mr. Kiet. Neo, sir. 

Mr. McGuiean. As a matter of fact, we were both in the Army. 

Mr. DeWtnv. Mr. Klein, did you ever authorize anybody else to rep- 
resent you in connection with this matter at all? 

Mr. Kirin. No, sir. 

Mr. DeWinp. You had no other attorney ? 

Mr. Kier. No, sir. 

Mr. DeWtinp. No other person, whether or not an attorney, was au- 
thorized to represent you ¢ 

Mr. Krier. No, sir. 

Mr. DeW np. You are quite certain of that? At any time? 

Mr. Kuery. I am positive. 

Mr. DeWinpv. Did you ever consult in any way with any other 
lawyers concerning this case / 

Mr. Kiet. Nothing outside of Joseph Rogan and Henry Burke, 
and Mr. Haas. 

Mr. DeWinp. You consulted with them after the time of the jeop- 
ardy assessment ? 

Mr. Kier. That is correct. 

Mr. DeWrxp. Have you ever discussed your case with any other at- 
torney ¢ 

Mr. Kiery. Mr. DeWind, let me put it to you another way: After a 
man has a jeopardly assessment placed against him for $7 million, ap- 
proximately, and after having paid $1,200,000, I probably talked to 
hundreds of people. As a matter of fact, 1 would talk to anyone who 
would listen to me. ' 

Mr. DeWtnv. Let me try to pin it down. Did you ever consult any 
professional adviser who might be able to give you professional advice 
or assistance on this? 
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Mr. Kuie1n. No, sir. The answer is “No.” 

Mr. DeWrxp. Did you ever have any conversation or discussion 
about the case with a Mr. Levy ¢ 

Mr. Kuery. Mr. Levy is a friend of mine of long standing and in 
the process— 

Mr. DeWinp. What is his first name, please? 

Mr. Krier. I. Alfred Levy. I never knew his first name. I always 
referred to him as “Al.” 

Mr. DeWinp. I am sorry. Go ahead. 

Mr. Kxetn. In the process of talking to everyone who would listen 
undoubtedly I told him of the case. In the first 3 or 4 weeks after the 
jeopardy assessment I didn’t have certainly enough time for my busi- 
ness, let alone my friends. Some time in 1948, whether it was In April 
or May, I certainly saw him and I certainly must have told him about 


it. 

Mr. DeWinp. Mr. Levy is a lawyer? 

Mr. Kier. Yes, he is. 

Mr. DeWinp. When you spoke to him what did you tell him about 
the case? Was it just to inform him about it or did you ask him what 
you could do about it ¢ 

Mr. Kuri. No, I wasn’t asking him what I could do about it. I 
was pointing out to him I never heard: where some one would have a 
jeopardy assessment put against him after he paid this amount of tax. 
I never knew anything about it. This came as a bolt from the blue 
as I was going to leave, I think, the following week—I am not sure as to 
that date, I think it was March 14—for this Caribbean cruise. Un- 
doubtedly I said to him, as I did to a great many other people, that I 
never heard of such a thing, or words to that effect. I am sure it was 
much stronger language, but I don’t remember it. 

Mr. DeWrnp. Where did you meet Mr. Levy? Was it in his office? 

Mr. Kuern. I am sure it was in his office. It may have been at lunch. 
I don’t recall. 

Mr. DeWrnp. What circumstances enable you to place this in April 
or May of 1948 that you talked to Mr. Levy ? 

Mr. Kier. I am not trying to place it, Mr. DeWind. Isay I know 
that in the first 3 or 4 weeks of 1948 I certainly didn’t have any time 
for my friends. 

Mr. DeWinp. The first 3 or 4 weeks after March 3? Is that what 
you mean ¢ 

Mr. Kier. That is correct. Because I was meeting in Washington 
with Mr. Simpson and Mr. McLean and I was in New York with Root, 
Ballantine at meetings and constant discussions. I didn’t have— 
maybe I just didn’t feel like talking to anyone at that precise moment 
very much, 

Mr. DeWinp. You think it was sometime shortly after that first 3 or 
4 weeks that you talked to Mr. Levy about it? 

Mr. Kier. It could well be, Mr. DeWind, but I wouldn't like to pin 
it down to any specific day or week. 

Mr. DeWrnp. In any event it must have been before the end of May; 
is that right / 

Mr. Kier. I would think so. 

Mr. DeWinp. When you talked to Mr. Levy did you ask him whether 
there was anything he could do for you? 

Mr. Ker. No, sir; I did not. 
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Mr. DeWinp. You did not request him to do or take any action 
whatsoever ¢ 

Mr. Kien. None whatsoever. 

Mr. DeWrnp. You just told him that you couldn’t understand this 
situation and you thought it was unfair and improper; words to that 
effect ¢ 

Mr. Kiern. Approximately, yes. I don’t recall, sir. 

Mr. DeWinv. Did Mr. Levy say there was anything he could do 
for you? 

Mr. Kuery. He never said he could do anything for me, but I never 
asked him whether he could do anything for me. 

Mr. DeWinp. He didn’t offer to try to do anything to help the 
situation ¢ 

Mr. Kirin. No. Not being a tax man, I didn’t go to him for advice 
as to what he could do to help me. He was just telling me to take 
it easy. I don’t recall the words that he might have used to try to 
calm me, whatever they might have been at the time. 

Mr. DeWrnp. At that time was Mr. William Power Maloney a 
partner of Mr. Levy’s? 

Mr. Krein. Mr. DeWind, I never knew that he was a partner of 
Mr. Levy’s, because on one side of the door in their offices is a door 
for Levy, and on the other side is Mr. Maloney’s name, so I never 
knew he was a partner. 

Mr. DeWrnp. You knew Mr. Maloney was in Mr. Levy’s office? 

Mr. Kier. I saw his name on the door, and I met Mr. Maloney 
through Mr. Levy. I was introduced to him. 

Mr. DeWinv. When did you meet Mr. Maloney for the first time? 

Mr. Kier. I don’t recall, Mr. DeWind, whether it was 3 or 4 
years ago. 

Mr. DeWinpv. At or about this time? 

Mr. Kuen. It could well be, or it could have been several months 
later. I just don’t recall the exact circumstances. 

Mr. DeWinp. It was within 3 or 4 months after this jeopardy as- 
sessment was first brought to your attention ? 

Mr. Kuer. It could well be, Mr. DeWind. 

Mr. DeWinp. Did you ever talk to Mr. Maloney about this jeopardy 
assessment ? 

Mr. Kter. I could have mentioned it to him as well, sir. 

Mr. DeWinp. Did you ever meet Mr. Maloney anywhere except in 
Mr. Levy’s offices ? 

Mr. Kiern. I met him one time at a party, the thirtieth anniversary 
party that the Haas, Schlesinger & Mayer firm had given, which I 
attended. 

Mr. DeWinpv. Can you establish the date of that party? 

Mr. Kuern. I think it was last fall, 2 vears ago or a year ago. Iam 
not quite sure. 

Mr. DeWrnp. It was substantially after you first met Mr. Maloney 
in Mr. Levy’s office ? 

Mr. Kier. Oh, yes. Asa matter of fact, Mr. DeWind, every time 
I went in to see Mr. Levy or that we had lunch together and I would 
have occasion sometime to run into Mr. Maloney, I always asked him 
to tell me a story because he is a great storyteller. 

Mr. DeWinpv. Do you remember when you first mentioned this 
jeopardy assessment to Mr. Maloney? 
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Mr. Kuein. The exact date’ No, I don’t, honestly. 

Mr. DeWinp. Would it have been in the presence of Mr. Levy or 
did you sometimes speak with Mr. Maloney alone? 

Mr. Kier. When I sometimes dropped up to see Mr. Levy, if Mr. 
Levy wasn’t there I would ask is Mr. Maloney in, as I say, to get a 
story. 

Mr. DeWinp. Did you ever ask Mr. Maloney to undertake to do 
anything for you in connection with the case ? 

Mr. Kier. Positively not. 

Mr. DeWinp. Did you ever authorize him in any way whatsoever 
to act for you in connection with the case ? 

Mr. Kier. Positively not. 

Mr. De Winn. Did Mr. Maloney ever say to you that there was 
anything that he might do or could do that would be helpful ¢ 

Mr. Kuri. No, sir. 

Mr. DeWinp. He never offered any suggestions as to what you 
should do or as to what he might do for you ¢ 

Mr. Kier. No, sir. 

Mr. Byrnes. Did you ever ask Mr. Levy or Mr. Maloney if they 
knew of anybody who might be of assistance to you ? 

Mr. Kurem. No, sir: I did not. I already had what I thought was 
qualified counsel and was trying to go through the due process of the 
Bureau in order to be able to get the thing cleaned up so I could get 
back into business. The Harvey Co. wasn’t functioning for about 215 
years. 

Mr. Byrnes. We have had occasions where some people look for 
help outside of the sphere of legal assistance. I was wondering if you 
had made any Inquiry to try to secure that kind of help. 

Mr. Kuetn. No, sir. 

Mr. Byrnes. You didn’t ask them if they knew anybody who might 
be able to help you; anything at all? 

Mr. Kurer. No, sir. 

Mr. Byrnes. All you did was to tell them what the case was all 
about, and left it there ? 

Mr. Kiern. That is correct. 

Mr. DeWinp. In how much detail did you ever discuss your case 
with Mr. Levy or Mr. Maloney ? 

Mr. Kier. Frankly, Mr. DeWind, I didn’t know much of the detail 
myself at the time to diseuss it. In my discussions with anyone all 
i could tell them was that I had paid a million two hundred thousand 
in income taxes and the Government asserts a claim for 7 million and 
then says they never knew I paid any taxes at all. 

Mr. DeWrnp. Any discussion you may have had with Mr. Levy or 
Mr. Maloney, either separately or together, so far as it related to this 
case, would only have been in those general terms ? 

Mr. Kurt. That is correct. 

Mr. DeWinp. That vou paid $1,200,000 and “I have been hit with 
a jeopardy assessment.” in substance or effect ? 

Mr. KLEIN. That is correct, sir. because I didn’t know enough ibor { 
it myself to be able to discuss it intelligently with anyone else. 

Mr. DeWrnp. At any time has Mr. Maloney told you that he did 
try to be of any assistance in the case ? 

Mr. Kier. No: he did not, sir. 

Mr. DeWrnpb. He has never told you that ? 
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Mr. Kuei. No, sir. The first inkling I ever had was someone's 
name being mentioned, was when I saw it in the newspapers. 

Mr. DeWinpb. When was that, last September? 

Mr. Kier. Last November or December when 1 saw the name of a 
man by the name of Grunewald. 

Mr. DeWtnp. That was testimony that had been brought out at 
public hearings of this subcommittee in December; is that correct? 

Mr. Kiet. I am reasonably sure that is correct. 

Mr. DeWrnp. Neither before that time nor since that time has Mr. 
Maloney told you that he undertook to do anything in connection with 
your case ¢ 

Mr. Kuiern. Nothing, sir. 

Mr. DeWrnp. Since December? 

Mr. Kuiery. I saw him when I saw Mr. Levy on, not this trip but 
my previous trip here, when I took Mr. Maloney to task—rather, Mr. 
Levy to task. 

Mr. DeWrnp. When was this, Mr. Klein ? 

Mr. Kiery. When was that? 

Mr. McGuiean. Around February, wasn’t it? 

(Witness and counsel conferring. ) 

Mr. McGuiean. You had just arrived from the coast, and the com- 
mittee called you back. 

Mr. Krew. I had just arrived from the coast, and it was 2 or 3 days 
later when the committee asked me to come back as a voluntary wit- 
ness to give information as to what I knew about it. 

Mr. DeWrnp. Just a moment. I want to try to be as precise as 
possible about dates here. You learned of Mr. Grunewald’s having 
been connected with your case in some manner through the newspapers 
in December 1951? 

Mr. Kier. That is correct. 

Mr. DeWrxp. When is the first time that you saw Mr. Maloney 
after that ? 

Mr. Kiery. It would have to be the latter part of January or Febru- 
ary of 1942. 

Mr. DeWrnp. Cannot you be more precise about it that that? 

Mr. Kern. It is pretty hard for me to do it because my dates as to 
when I arrived here and when I left are a little confusing, but it was 
shortly after I arrived here. I telephoned Mr. McGuigan from Los 
\ngeles upon reading of Mr. Grunewald’s interest in my behalf, or 
Mr. Levy’s. or whoever it was; and over the long-distance telephone I 
asked Mr. McGuigan as to who was this man Grunewald. 

Mr. DeWrnp. That was in December? 

Mr. Kiery. That was in December. When I got back here, which 
was after the first of the vear—I don’t remember the exact date; I 
could get it. sir, but I don’t have the exact date and I don’t recall it at 
the moment—some time shortly after my coming back I had lunch 
with Mr. Levy—— 

Mr. DeWrnp. Excuse me. When you asked Mr. McGuigan, “Who 
is this man Grunewald?” was he able to enlighten you in any way? 

Mr. Kern. No, he wasn’t. 

Mr. DeWrnp. He had never heard of him. 

Mr. Kier. No, sir. 

Mr. DeWrnp. He didn’t know anything about him? 
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Mr. Kuern. No, sir. I was quite disturbed when I got back. I 
knew that Mr. Levy had a son who was working in the general coun- 
sel’s office—whether he was an assistant counsel or not, I don’t know, 
sir—his son Herbert. Seeing the name Levy mentioned, I thought it 
was his son Herbert who had made some inquiry. He said “No,” he 
had made the inquiry. 

Mr. DeWrnp. Mr. Levy told you that he had made an inquiry ? 

Mr. Kuers. That he had made it when he was in Washington. 

Mr. DeWrnp. What did he tell you he had done? 

Mr. Kurr. He hadn’t told me he had done anything, because I 
didn’t give him a chance. I started on him that he had no business 
interfering, that I never asked him to do anything for me, and what 
right had he to go to Washington or to talk to anyone about my case? 
I thought that I was through with all this publicity and all this news- 
paper conversation. I felt that it was unfair for him to have started 
anything like that. Asa matter of fact, I was very angry. 

Mr. DeWrxp. How much did Mr. Levy tell you 4 

Mr. Kier. He hasn't told me anything, because I didn’t give him 
a chance to. 

Mr. DeWrnp. He had evidently said, “I made some inquiry about 
the case.” Did he say, “I spoke to Grunewald about the case?” 

Mr. Kien. No. When I said, “What right did Herbert have to 
make inquiry ?” he said, “It wasn’t Herbert.” 

Mr. DeWrnp. “It was I.” 

Mr. Kier. “It was I.” The net result was that I started on him, 
and he put his hands up and said, “Take it easy; take it easy. How’s 
the wife and daughter/” I never got anywhere with him, anyhow. 
I never got an answer. That was the end of that. 

Mr. DeWrnp. Just a moment. The newspaper reports of the testi- 
mony given before this committee were to the effect, were they not, 
that Levy had spoken to Grunewald ? 

Mr. Krier. I don’t recall, Mr. DeWind, what the newspaper re- 
ports said. All I saw was the name “Levy.” 

Mr. DeWrnp. You saw the name “Grunewald,” because you asked 
Mr. Levy about it / 

Mr. Kier. Yes: that is correct. I don’t reeall that Mr. Levy had 
talked to Mr. Grunewald. I thought it was in connection—if I re- 
member correctly, I asked him whether he talked to Mr. Oliphant. 

Mr. DeWixp. When Mr. Levy said to you it wasn’t his son but him- 
self who had made the inquiry, vou assumed at that time, did you not, 
that he was referring to an inquiry of Mr. Grunewald ¢ 

Mr. Kuiern. No; I assumed he was referring to an inquiry of Mr. 
Oliphant. 

Mr. DeWrnp. I see. Did you not want to find out at that time in de- 
tail just what had happened ? 

Mr. Kier. Oh, I was not as anxious to find out what had happened 
as really to tell him off for interfering with something that was none 
of his business. 

Mr. DeWrnp. Having told him off, though, were you not very anx- 
ious to find out just what had been done to your case ‘ 

Mr. Kier. The newspaper publicity was there, Mr. DeWind, and 
I wasn’t interested in hearing his side of the story. I was interested 
in telling him mine. 
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Mr. DeWinp. Didn’t Mr. Levy tell you what he did? 

Mr. Kuer. No: he didn't ‘“ want to discuss it. 

Mr. DeWinp. He just said, “It was I who made the inquiry, not 
my son”? 

Mr. Kure. He said, “Take it easy, take it easy,” and that was as 
far as I got. 

Mr. DeWrnp. At that point did you report to Mr. MeGuigan or 
Mr. Kilcullen your conservation w ith Mr. Lev y! 

Mr. Kuen. I don’t believe I did. I told them that I talked to Levy. 
Here was a friend of mine who was supposed to—well. 

(Witness and counsel conferring. ) 

Mr. DeWinp. Mr. Reporter, will you read the last question and 
answer / 

(The last question and answer were read by the reporter.) 

Mr. DeWtunp. Let me re peat the question, the nn: Did you te ll either 
Mr. McGuigan or Mr. Kilcullen of the conversation you had with 
Mr. Levy? 

Mr. Kurix. Mr. McGuigan reminds me—he said I talked to him. I 
talked to him, but I didn’t mention any part of the conversation to 
him. 

Mr. DeWrxp. Before you appeared as a witness before this com- 
mittee, Mr. Klein, on two occasions you were questioned by members 
of the staff of the subcommittee, were you not ? 

Mr. Kier. Yes: I was. 

Mr. DeWinp. The answers you gave to questions put to you by 
the members of the staff were true and correct answers, were they ? 

Mr. Kirin. Lam sure they were, sir. 

Mr. DeWinp. You confirm now that the testimony you gave before 
the staff was in every respect — 

Mr. Ka EIN, To the best of my recollection. 

Mr. DeWinp. True and correct testimony ¢ 

Mr. Kier. To the best of my recollection. 

Mr. DeWinpv. Do you recall that you were asked during those two 
interviews whether you could give any information to the committee 
as to how Mr. Grunewald might have become interested in your case? 

Mr. Kier. Will you repeat that question, Mr. DeWind? 

Mr. DeWixpv. Do you recall being asked whether you could give 
any information to the subcommittee as to how Mr. Grunewald might 
have been brought into your case / 

Mr. Kiern. My answer was “No.” 

Mr. DeWinp. Had you not already at that time spoken to Mr. 
Levy? 

Mr. Kuery. Mr. Levy never said—never told me that he had talked 
to Mr. Grunewald. 

Mr. DeW inp. Wasn’t there at least a possibility in your mind that 
Mr. Levy’s intervention had included Mr. Grunewald ? 

Mr. Kuerx. You are asking me to suppose, Mr. DeWind. You 
are asking me to make a supposition. Certainly it would be very hard 
for me to suppose that he talked to Mr. Grunewald. 

Mr. DeWinp. Were you not asked whether you could give any 
information whether anvbody outside of your authorized representa 
tives might have taken an interest in the case? 


Mr. Kuety. My answer is “No.” 
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Mr. DeWrnp. You certainly knew that Mr. Levy had taken some 
interest in your case ¢ 

Mr. Kier. I didn’t until I saw it in the newspaper. 

Mr. DeWinp. This was just a few days ago when we were asking 
what light you could shed on this situation, and at that time you knew, 
lid vou not, that Mr. Levy had made some inquiries concerning your 
case ¢ 

Mr. Kiem. Other than the fact, as I say, that I thought it was 
Herbert, and he said “It wasn’t Herbert ; it was me.” 

Mr. DeWinp. You didn’t even disclose that, did you?’ 

Mr. Kiein. Well, Mr. DeWind, don’t use the word I didn’t “dis- 
close,” because I just didn’t recall it. Tam not trying to hide anything. 

Mr. DeWinb. Here we have had public testimony that Mr. Grune- 
wald had spoken to Mr. Oliphant about your case, that Mr. Levy had 
been involved in the matter, and vet you could offer no light or sug- 
gestion or information, or said you couldn't, as to how that might 
have come about. 

Mr. Kirin. No: and I still can’t. 

Mr. DeWrnp. You didn’t even tell the committee staff that you 
knew Mr. Levy, did you ¢ 

Mr. Kuri. Yes; I did, sir. 

Mr. DeWinp. Not the first time you were questioned about it- 

Mr. Kier. | wasn’t questioned the first time as to whether I knew 
Mr. Levy. 

Mr. DeWinp. No: you were not, You were questioned whether 
you knew how anvbody migh have become involved in this case out- 
side of your authorized attorneys, and you said “No,” you didn’t 
know any person who might have been interested in the case. 

Mr. Krein. No; my answer, Mr. DeWind, if I recall correctly, 
was that I didn’t know how anyone became involved in my case, and 
] still don’t know as to why anvbody else would ret involved in ny 
case when I had attorneys who were representing me. 

Mr. DeWinv. The reason for that involvement might be one thing; 
but you had a pretty good idea, did you not, that Mr. Levy had cer- 
tainly done something about vour case with Mr. Oliphant, and you 
also knew that Mr. Grunewald had done something about your case? 

Mr. Kurix. Mr. DeWind, let me answer that another way. Ac- 
cording to newspaper reports, which is my only source of knowledge, 
there appears to he a oreat number of people who interest themselves 
in my case, but the fact still remains that after 4 years I still have a 
jeopardy assessment out against me, and I still haven’t settled the 
Case, 

Mr. DeWinp. The important fact is that you did not at any time 
request or authorize or have any connection whatsoever with that 
intervention by other persons? 

Mr. Krier. I certainly did not, Mr. DeWind, nor was it authorized 
if there was such intervention. 

Mr. DeWinp. Did Mr. Levy, when vou saw him after your return 
from California, tell you that he had ever spoken to Mr. Maloney 
about your case? 

Mr. Kuen. No; he did not, sir. 

Mr. DeWinp. He gave no indication of that whatsoever / 

Mr. Kier. None whatever. 
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Mr. DeWrnp. Are you also telling this committee that when you 
met with Mr. Levy you didn’t ask him what he had done precisely ¢ 

Mr. Kier. Will you repeat that question ¢ 

Mr. DeWinp. Are you saying now that you did not ever ask Mr. 
Maloney precisely what he did in this case? 

Mr. Kuen. No, sir; I did not. 

Mr. DeWinp. You never told your counsel that you spoke to Mr. 
Levy? 

Mr. Levy. About what, sir? 

Mr. DeWinp. About the case, about his intervention in your case. 

Mr. Kuern. I didn’t tell him that I took him to task, if that is what 
you mean. 

Mr. DeW inp. Did you tell him anything about it recently ? 

Mr. Kiet. I just don’t understand. 

Mr. DeWrnp. Did you ever tell your counsel that you had dis- 
covered that Mr. Levy had intervened in your case / 

Mr. Kier. Only the newspapers. All of us knew that somebody 
by the name of Levy had interfered in the case. 

Mr. DeWinp. You didn’t tell him that the elder Mr. Levy had 
confirmed that it was he who intervened in the case ¢ 

Mr. Krier. No, sir. 

Mr. DeWinp. In fact, did you tell them that you had no idea who 
it was ‘ 

Mr. Kier. At what time, sir? 

Mr. DeWrnp. To and including 1: 

(Counsel and witness conferring.) 

Mr. Kuiern. The answer is “No.” 

Mr. DeWrnp. Will the reporter read the question and answer? 

(The question and answer was read by the reporter. ) 

Mr. Kern. Yes; I had. 

Mr. DeWrnp. Yes: you had not told them? 

Mr. Kie1n. Will you please repeat the question? I am getting 
confused. 

Mr. DeWrnp. Had you told either Mr. McGuigan or Mr. Kilcullen 
up to Friday of last week about your conversation with Mr. Levy ? 

Mr. Kern. No; I had not. 

Mr. DeWrnp. In fact, had you not prior to that time denied that 
vou had any knowledge concerning any intervention in your case by 
Mr. Levy or anybody else? 

Mr. Kier. I still deny that I ever knew it other than the fact that 
when I came back and I had this discussion, and I told Mr. McGuigan, 
or Mr. McGuigan knew, or he and Mr. Kilcullen both knew, that I 
knew Mr. Levy. 

Mr. DeWrnp. On March 13, Mr. Klein, when you were interviewed 
at length concerning this matter, you didn’t mention Mr. Levy at all, 
did you? 

Mr. Kxern. I wasn’t asked if I knew Mr. Levy or knew Mr. Maloney. 
On a subsequent date, when Mr. Riordan, I think, asked me about it, 
I told him. 

Mr. DeWrnp. The first time, were you not asked whether you could 
give any explanation at all of how other people than your authorized 
attorneys might have become interested in this case, as to how it 
might have happened? Were you not asked that? 


ast week. 
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Mr. Kuen. I don’t recall, Mr. DeWind. 
Mr. DeWrnp. In substance and effect you were certainly asked that, 
rere you not? , 
Mr. Kren. I don’t recollect. I don’t have the part of my testi- 
mony in front of me. 
Mr. DeWinpv. Do you remember being asked this question? 
| Reading :] 


Mr. Lyon. Mr. Klein, information has come to us from various sources, and 
it appears that not only these gentlemen here, Mr. McGuigan and Mr. Kilcullen, 
but also various other people have taken an interest in seeing if they could help 
you with the Bureau of Internal Revenue, and among those people are a fellow 
named Henry Grunewald and a distinguished United States Senator named 
Bridges. Can you tell us how they came to interest themselves in your tax 
situation? 

Mr. KLEIN. Well, let me start out by telling you that I don’t know Henry 
Grunewald. I wouldn’t know him if he walked through the door or if I fell 
over him, and I certainly don’t know the distinguished Senator from New 
Hampshire, Senator Bridges. I never met the gentleman. 

Mr. Lyon. Can you suggest any reason why they interested themselves in 
your case? 

Mr. Kern. All I can tell you is, in the course of having a jeopardy assessment 
against me for 4 years and having told you about the incident of the gentleman 
walking into my office at a quarter to 3 on March 3—I think it was the 3d— 
and laying down the jeopardy assessment slips amounting to $7 million, that 
I would have talked and did talk to everyone who would listen. Now, in the 
course of that period, believe me, I sure talked to a lot of people, but they 
certainly didn’t involve either one of those two gentlemen, because I don't 
know them. 


V 


- 


Do you recall those questions and those answers ? 

Mr. Kier. Yes. 

Mr. DeWrnp. That is all the light you shed on the situation at 
that time. Yet at that time you knew that Mr. Levy had taken some 
part in your case. In fact, you had spoken to him. 

Mr. Kiery. Mr. McGuigan tells ine that the question that Mr. Lyon 
directed toward me was Mr. Grunewald and Mr. Bridges. If Mr. 
Lyons asked me something else, I would have told him. 

Mr. DeWinp. The question was. “Can you suggest any reason why 
they interested themselves in your case?” 

Mr. Kut. I still can’t, sir. The answer is still that 1 do not know. 
I don’t know the reason they interested themselves. 

Mr. DeWrnv. On March 17 in a subsequent interview with the com- 
mittee staff, do you remember that you were asked about Mr. Levy ? 

Mr. Kirin. Yes, I was asked if I knew Mr. Maloney. 

Mr. DeWrnp. And also you talked about Mr. Levy, did you not? 

Mr. Kier. Yes, we did. 

Mr. DeWrnp. At that time did you reveal that you had discussed 
this matter with Mr. Levy, of his intervention in the case? 

Mr. Krier. I don’t recall whether I did or not, sir. 

Mr. DeWrnp. The record does not disclose that you did. 

Mr. Kiern. Then there was no discussion. 

Mr. DeWrnp. Do you remember making this statement ? 

I telephoned Mr. McGuigan from Los Angeles when I saw my name men- 
tioned in connection with Grunewald and I think Mr. MeGuigan can give you the 
exact words that I used, and I think I remember what I said: “Who the hell is 
Grunewald?” 

Mr. Kiern. That is correct. 

Mr. DeWinp (reading). “Mr. McGuigan. That is right.” 
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At that point did you not mention your conversation with Mr. Levy 
simply because you were not asked about it precisely ? 

Mr. Kern. I don’t recall whether I didn’t mention it because I was 
not asked, Mr. DeWind. I am not one who is used to sitting in a 
committee room such as this or sitting in a room with Mr. Lyon and 
being questioned about something. It isn’t my normal everyday life, 
and it is possible I could have overlooked it or could have forgotten 
about, it. 

Mr. DeWinp. Do you remember this: 

Well, I ask you these questions, and I want to tell you that we are just at- 
tempting to explore any possible leads. 

Your answer to that was: 

I understand that, Mr. Riordan, and I know exactly what you are trying to 
get at. If I in any way was able to give you any inkling, you would not have 
to ask me the question, I would tell you the answer. 

At that time didn’t you have substantially more than an inkling of 
just what happened here ? 

Mr. Kuiery. Mr. DeWind, the answer would be at that time, yes, 
but certainly T didn’t recall it at the precise moment the question was 
being asked, because certainly T had nothing to hide in telling Mr. 
Riordan anything he wanted to know. There was no reason why I 
should not have told him. 

Mr. DeWrnp. Since March 14 when you first appeared here, to 
whom have you talked about this matter outside of your counsel ? 

Mr. Kier. Mr. Joseph H. A. Rogan; Mr. Oristano, public relations 
director—— 

Mr. DeWrnp. Have you talked to Mr. Maloney? 

Mr. Kiery. Yes. I met him outside here on Thursday—on Friday. 

Mr. DeWrnp. That was the only time, behind the committee room 
here last Friday? 

Mr. Kier. That is right. 

Mr. DeWrnp. The only conversation you have had with him oc- 
curred then ? 

Mr. Kier. Yes. 

Mr. DeWrnp. Did vou discuss this matter with him at that time in 
your conversation with him? 

Mr. Kuri. No, I did not, sir. I was telling him, discussing the 
question of his being here. 

Mr. DeWtnp. Have you had any telephone conversation with Mr. 
Malonev ? 

Mr. Kier. No, sir. 

Mr. DeWrnp. Have you talked with Mr. Levy? 

Mr. Kuri. No, sir. 

Mr. DeWinp. You have had no conversation by telephone or in 
person with Mr. Levy since your first appearance here ? 

Mr. Kirin. No, sir. 

Mr. DeWrnp. By that I gather you mean you had no contact by 
telephone or in person or in any other way with Mr. Levy regarding 
anv subject ? 

Mr. Kurry. No. 

Mr. DeWrxp. And your only contact with Mr. Maloney was out 
here for a moment last Friday morning? 

Mr. Kier. That is correct. 
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Mr. DeWinv. Has Mr. Rosenberg or anybody else in your behalf 
been inquiring of Mr. Maloney or Mr. Levy concerning this matter? 

Mr. Kurr. Not to my know ledge. 

Mr. DeWinp. In fact. this answer that you gave that you don't 
know Henry Grunewald and have never spoken to Henry Grune- 
wald—that is a correct answer ¢ 

Mr. Kier. That is positive, sir. 

Mr. DeW inp. Likewise, that you have never met or talked with the 
Senator ¢ 

Mr. Kuri. That is positive. 

Mr. DeWinp. Are you equally positive that at no time has Mr. 
Levy or Mr. Maloney told you of any intervention in your case by 
them / 

Mr. Kier. That is positive. 

Mr. DeWinp. Except that luncheon meeting you had with Mr. 
Levy? 

Mr. Kuri. That is positive. 

Mr. DeWinp. Where did you meet with Mr. Levy when you came 
back from Los Angeles in January ? 

Mr. Kuri. | think it was at Longchamps. 

Mr. DeWinp. In New York? 

Mr. Kuiern. Yes, sir. 

Mr. DeWinvp. Was anybody else present f 

Mr. Kuri. Mr. Rosenberg. 

Mr. Die Winn. You had called Mr. Lev\ and asked him to meet with 
you for lunch, was it / 

Mr. KLEIN. I think Mr. Rosenberg had called him and told him 
I was in town and would like to have lunch with him. 

Chairman Kine. The committee will now adjourn until the hour 
of 10 a. m. tomorrow. 

Mr. Klein, you will return at that time. 

(Whereupon, at 1 p. m., the hearing was recessed until 10 a. m. 
Tuesday, March 25, 1952.) 
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TUESDAY, MARCH 25, 1952 


House or RepresEnrarives, 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL RevENUE Laws OF THE 
CoMMITTEE ON Ways AnD MEANS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Office 
Building, Hon. Cecil R. King (chairman of the subcommittee) pre- 
siding. 

Present: Representatives King (presiding), O’Brien, Keogh, Kean, 
Curtis, and Byrnes. 

Also present: Adrian W. DeWind, chief counsel to the subcommit- 
tee, and Charles S. Lyon, assistant counsel. 

Mr. O’Brien (presiding). Come to order. 

Mr. Klein. 


TESTIMONY OF HYMAN H. KLEIN, ACCOMPANIED BY COUNSEL, 
E. GAYLE McGUIGAN AND RICHARD KILCULLEN—Resumed 


Mr. DeWinp. At the recess yesterday you were being questioned 
concerning the lunch you had with Mr. Le vy and Mr. Rosenberg after 
you came bs ack from Los Angeles in F ebruar y: 

Mr. Kier. January or Febr uary; I don’t remember the date. 

Mr. DeWrnp. Mr. Klein, would you please relate in the greatest de- 
tail you can remember exactly what was said at that lune sheon to Mr. 
Levy and exactly what he said to you? 

Mr. Kier. Well, Mr. DeWind, I was so perturbed at that par- 
ticular meeting and so angry that it is with a great deal of difficulty 
that I can recall anything that was said other than the fact that I 
was very violent and very angry. 

Mr. DeWrnp. This meeting occurred, as I see it, a month or two 
after the disclosure that Mr. Grunewald had an interest in your case, 
so it was not an immediate matter. You have had some chance to 
think it over, have you not? 

Mr. KLEIN. I didn’t know who Mr. Grunewald was in the first place 
or anyone I knew knew Mr. Grunewald. 

Mr. DeWrnp. At least you had a month and a half to cool down? 

Mr. Kier. Yes. 

Mr. DeWrnp. You had not just heard about Grunewald the day 
before? 

Mr. Kier. No, sir: I did not. 
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Mr. DeWinp. You were still so angry you do not remember what 
you said? 

Mr. Kuierx. Mr. DeWind, I was angry at the man whose name was 
mentioned in the newspapers having talked to Mr. Oliphant. 

Mr. DeWinpv. That was Mr. Levy, wasn’t it, and Mr. Grunewald ? 

Mr. Kuery. I didn’t know. I asked my attorneys who Mr. Grune- 
wald was, but I knew who Mr. Levy was. 

Mr. DeWixp. Now, you have got Mr. Levy. Did you say, “Who 
was this fellow Grunewald?” 

Mr. Kier. To who? 

Mr. DeWinp. To Levy. 

Mr. Kier. No, sir; 1 did not. 

Mr. DeWixp. You did not ? 

Mr. Kern. No, sir. 

Mr. DeWtnp. Didn’t you want to know? 

Mr. Kern. I wasn’t interested in Mr. Grunewald, Mr. DeWind. 

Mr. DeWinp. Did you ask him what had been done, what did Grune- 
wald do with your case ¢ 

Mr. Kuri. I didn’t ask him anything like that. I kept hammering 
on the table and all I remember is the silver jumping. I said, “What 
right did anyone have to interfere in my case ¢” 

Mr. DeWinp. You had Mr. McGuigan who knew who Grunewald 
was ¢ 

Mr. Kier. That is correct. 

Mr. DeWtnp. But you had lost interest in finding that out ? 

Mr. Kier. I wasn’t interested in Mr. Grunewald. 

Mr. DeW inp. But you had been very interested. You were inter- 
ested worth a long-distance call to say, “Who the hell was Mr. Grune- 
wald?” 

Mr. Kuer. I was in talking to my attorneys, yes, sir, when I first 
saw the name. Let me point something out. I wasn’t looking for 
newspaper publicity. I left Baltimore to get away from the publicity. 
I had a growing daughter. I was hoping that she wouldn't become 
familiar with the facts. I wasn’t interested in Mr. Grunewald, 
believe me. 

Mr. DeWrnpv. You were very interested in finding what damage, if 
any, had been done to your case and what would have to be done to 
repair it ¢ 

Mr. Kier. Only in discussing with my attorneys, Mr. McGuigan 
and Mr. Kilcullen. 

Mr. DeW inp. They could not tell you what had been done, or did 
they ? 

Mr. Kuern. They couldn't tell me. 

Mr. DeWrnp. How were you going to find out what had happened 
to your case, what damage had been done? 

Mr. Kier. Only through Mr. McGuigan and Mr. Kilcullen could I 
find that. 

Mr. DeWrnp. Did Mr. McGuigan undertake to discuss the matter 
with Grunewald ? 

Mr. Kierx. He could discuss it with the Department, couldn’t he, 
Mr. DeWind? 

Mr. DeWrxp. Did Mr. McGuigan tell you he had taken this up 
with the Department to find out what had been happening in your 


case / 











INTERNAL REVENUE INVESTIGATION 3057 


Mr. Kier. No; he did not. 

Mr. DeWrnp. You did not even tell Mr. McGuigan until last week, 
or yesterday possibly ¢ 

Mr. Kirin. That what ? 

Mr. Dr WIND. That you had any meeting with Mr. Levy ‘ 

Mr. Kueix. Mr. DeWind. all that was water over the dam. No 
one Wis 

Mr. DeWINb. You misunderstand. It was not overthe dam. You 
wanted to find out what had happened to your case, what damage had 
been done ? 

Mr. Kirin. Again I repeat that the only source of my information 
would be Mr. McGuigan and Mr. Kilcullen. 

Mr. Dy WuInp. One very obvious source of information was what 
Mr. Levy had done, so you would know exactly what you had to re 
pair, if anything? 

Mr. KLEIN. Well, Mr. De Wind, you being an attorney and I being 
a layman, maybe my mind doesn’t run in legal channels. 

Mr. DeWinp. When did vou first ask Mr. MeGuigan to find out 
what has been groing on ih your case through this intervention ¢ 

Mr. Ki EIN. I don't know whether I asked him that question. 

Mr. DeWinp. In fact you never did, did you? 

Mr. Kuer. I don’t recall, sir. 

Mr. DeWinp. Aren't you sure you did not ¢ 

Mr. Kuri. No: I am not. 

Mr. DeWinxp. Mr. McGuigan, let me ask you, did Mr. Klein ever 
inquire of you or ask you to find out who had intervened in this case 
and what they had done? 

Mr. McGuiean. No: because we were having conferences with the 
staff. We were down there furnishing them information. We had 


increased our offer. We had never had any ey idence that anybody in 
the technical staff had been approached. He said he knew nothing 
about it. There was nothing to go on except to wait for our answer. 


They were sitting on it. We just made an offer nh November. 

Mr. DeWinpv. You never asked Mr. McGuigan to find out anything 
about this intervention. Yet you were so disturbed by it you called 
from the west coast and then you pounded the table when you met 
Mr. Levy? 

Mr. Levy. Only for one reason. 

Mr. DeWinp. What was that ¢ 

Mr. Kuern. That reason was no one had a right to interfere in my 
tax case. 

Mr. DeWinp. That was water over the dam. Now your problem 
was to find out what damage had been done, who had intervened, what 
had happened, and you never asked about that ? 

Mr. Kueiw. No; I did not. 

Mr. DeWinpv. Was it because you knew very well what had hap- 
pened ¢ 

Mr. Kier. No. sir: that is not true. 

Mr. DeWinp. At that time you also knew about Mr. Oliphant’s 
testimony that Senator Bridges had been interested in the ease ? 

Mr. Kier. I read it in the newspapers. 

Mr. DeWinp. Did you make any inquiry concerning that of any 
body ¢ 

Mr. Kier. No, sir. 
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Mr. DeWind, I want now and before this committee to make a 
statement in that regard. I don’t know Senator Bridges, never met the 
gentleman, never talked to the gentleman, never talked to anyone 
about the gentleman. But I want to say now, here and now, that I 
am grateful for his interest in my behalf, although nothing came 
from it. 

Mr. DeW inp. What interest did he have in your behalf? 

Mr. Kuiern. I don’t know, sir, only what I read in the newspapers. 

Mr. DeWrnp. That was a matter of so little interest to you you 
never tried to find out ¢ 

Mr. Kern. I had my attorneys give me information. 

Mr. DeWinp. But you never asked them for any information ? 

Mr. Kurerx. What information would I want? Mr. DeWind, let 
me point something out to you which I said yesterday. I still have a 
jeopardy assessment outstanding after a period of 4 years. My tax 
case is still not settled. If all these august gentlemen or these various 
individuals had interested themselves in my case, I still don’t know 
why they did or who they were, never spoke to them, and the fact 
remains I still have a tax case. 

Mr. DeWrnp. It is at least a conceivable possibility that harm was 
done to your case, perhaps it was misrepresented by people who didn’t 
know the facts ? 

Mr. Kier. That might be possible. 

Mr. DeWtnp. But you didn’t think you had better find that out? 

Mr. Kern. How should I find it out?) Who from? 

Mr. DeWrxpv. Whom else but Mr. Levy, who had said he had taken a 
part in your case? 

Mr. Kern. I never heard Mr. Levy took a part in my case until I 
saw it in the newspapers. 

Mr. DeWrnp. When you did learn you did not ask about it? 

Mr. Kern. I was so angry I don’t know what I said to him, or 
what he said to me for that matter. 

Mr. DeWrnp. Was it because you were in a rage over matters for 
2 months that you couldn’t talk about them ? 

Mr. Kiery. Mr. DeWind, it is quite possible. 

Mr. DeWrnp. You remained in this rage where you couldn’t talk 
to Mr. Levy for a period of 2 months? 

Mr. Kern. It is quite possible, Mr. DeWind. 

Mr. DeWrnp. Since you have cooled down, have you talked to Mr. 
Levy again? 

Mr. Kier. No, sir, I have not. 

Mr. DeWrnp. You still have not asked him what this was all 
about ? 

Mr. Kuiery. No, sir. 

Mr. DeWtnp. That is an extraordinary lack of curiosity about your 
own case ? 

Mr. Ktrry. All I can repeat, Mr. DeWind, is that Mr. McGuigan 
and Mr. Kilcullen were having meetings with the technical staff and 
I was hoping that something would culminate there. I wasn’t inter- 
ested in Mr. Levy. Having had this go over the dam as far as I was 
concerned, I didn’t want to know anything about it. I was only 
interested in one thing: How was my case progressing. 

Mr. DeWrnp. Is there a statement you wish to have your attorney 
make concerning the case ? 
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Mr. McGuiean. No, Mr. DeWind. 

Mr. DeWinp. Isn't it true, Mr. Klein, that Mr. McGuigan, your at- 
torney, spent a long session with you cross-examining you to find 
out who had been the people who had intervened in your case and 
how it came about, and you told him you could give him no infor- 
mation / 

Mr. Kier. The discussions with my attorneys, Mr. DeWind, re- 
lated es and solely to Mr. Grunewald and the Senator from 
New Hampshire. 

Mr. DeWinp. Did you not tell them that you could give them no 
information, no suggestion as to how that intervention might have 
occurred ¢ 

Mr. Kier. I don’t recall whether I did or not, sir. 

Mr. DeWinp. Isn't it a fact that you told them you could be of no 
help to them, you had no information ¢ 

Mr. Krier. Repeat that again. 

Mr. DeWinp. Did you not tell them you could tell them nothing 
about how this intervention came about, could give no leads, no clues 
as to how it might have happened ¢ 

Mr. Kiet. It is possible, sir. I don’t recall it. 

Mr. DeWinp. Didn't you have a very well-informed idea as to just 
how it had happened ¢ 

Mr. Kuiein. I have formed no ideas, Mr. DeWind. I have already 
stated I don’t know Mr. Grunewald or the Senator from New Hamp- 
shire. 

Mr. DeWrnp. Mr. Levy told you he had intervened in the case ¢ 

Mr. Kxern. I don’t recall at this precise moment whether he did 
tell me he intervened in the case. 

Mr. DeWinp. You certainly had more than a vague idea he might 
have ¢ 

Mr. Kuery. From what I read in the newspapers, yes, sir. 

Mr. DeWinpv. No, from what you had in your conversation with 
him ¢ 

Mr. Kierx. In my conversation with him I don’t recall his con- 
versation with me or I with him over the fact | was very angry. 

Mr. DeWinp. You do recall it was not his son; it was he himself 
who had done this? 

Mr. Kier. I corrected that statement to Mr. McGuigan and Mr. 
Kilcullen yesterday by saying, “Gayle, if you were to shoot me, I 
couldn’t tell you whether he said that or not.” 

Mr. DeWinp. Did you wish to correct that for the committee ¢ 

Mr. Kier. Yes. 

Mr. DeWinp. You don’t remember you had the discussion about 
whether it was Mr. Levy or his son who had intervened ¢ 

Mr. Kier. I want to say that he did, what I do remember him 
saying, that it was not Herbert. I kept on pounding on the table. 
Mr. Rosenberg, who was with us at lunch, put his hand on my arm 
and Mr. Levy was saying, “Take it easy, take it easy.” Longchamps 
was crowded and probably I was making a lot of noise. 

Mr. DeWinpv. Were you pounding the table because you thought 
Mr. Levy had had nothing to do with it? 

Mr. Kirin. Was I pounding the table ? 

Mr. DeWrnp. Because you thought Mr. Levy had had nothing to 
do with your case ? 

Mr. Kiet. No, sir. 
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Mr. DeWinp. You were firmly convinced Mr. Levy had been into 
your case f 

Mr. Kxer. I wasn’t firmly convinced. Seeing his name in the 
paper, I assumed so. 

Mr. DeWuxv. That is enough to pound the table for until the 
silverware jumped around ¢ 

Mr. Kuein. 1 was angry. 

Mr. DeWinp. That is a fair degree of conviction. Yet when your 
attorneys questioned you about it, you could give them no suggestion 
as to who might have intervened in your case to get Mr. Grunewald in ¢ 

Mr. Kirin. Other than the fact I said I knew Mr. Levy, and that 
he was a friend of mine. 

Mr. DeWinp. That isall? “I know a man named Levy, but I can't 
imagine he intervened” ¢ 

Mr. Kier. | don’t think I said it in those words. 

Mr. DeWinp. You certainly effectively avoided telling them that 
Levy had been into your case and you knew it ‘ 

Mr. Kuri. Mr. DeWind, Mr. Kilcullen and Mr. McGuigan also 
read the newspapers, 

Mr. DeWinb. Was that in your mind, that “I shouldn’t tell Mr. Me- 
Guigan this; he has already read it in the newspapers” ¢ 

Mr. Kuiein. No, sir, under no circumstances. 

Mr. DeWinp. You understand the fantasy in the story you are tell- 
ing here ¢ 

Mr. Kuers. Mr. DeWind, be assured this is not a fantasy. You are 
badgering me trying to make me say something that is not a fact. Now 
you are making a great to-do out of something which to me at the 
precise moment, being angry and not having the case settled, and all 
this interference or all this asking about my case or all this presumed 
help 1 was getting out of my case, appeared to loom very large. 

Mr. DeWinp. Do you suppose it is possible that the intervention 
by unauthorized persons in this case that has in fact prejudiced your 
cause ¢ 

Mr. Kier. It is quite possible, Mr. DeWind. 

Mr. DeW np. How are you going to find out that is so if you never 
ask them ¢ 

Mr. Kuri. Mr. Kilcullen and Mr. McGuigan can find that out from 
the Department. 

Mr. DeWinp. Did you ever ask them to do so? 

Mr. Kier. They had constant conferences with the Department. 

Mr. DeWinv. Has Mr. McGuigan told you he ever tried to find out 
through the Department ¢ 

Mr. Kuru. | don’t recall, sir. 

Mr. DeWinv. For a man who rushes back from California for a 
table pounding session, this is an extreme disinterest. 

-Mr. Kier. Mr. DeWind, let me make a correction. I did not 
rush back for a table pounding session. I came back in the orderly 
course of my business. Mr. McGuigan points out that it was 6 weeks 
later, or 7. 

Mr. DeWinp. You were still in a fury over it? 

Mr. Kirin. I wasn’t in a fury coming back, Mr. DeWind. 

Mr. — Did you make a telephone call to Mr. Levy before you 
came back ¢ 


Mr. Kein. No, sir: I did not. 
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Mr. DeWrnp. You didn’t speak to him any way ? 

Mr. Kuern. No, sir. 

Mr. DeWrnpv. Did you write to him ? 

Mr. Kier. No, sir. 

Mr. DeWrnp. Did you speak to Mr. McGuigan before you came 
back ?” 

Mr. Kier. Yes, sir, I did. 

Mr. DeWrnp. Did vou ask him to inquire of Mr. Levy ? 

Mr. Kieryn. No, I did not. 

Mr. DeWinp. Did you ask him to do anything about learning the 
nature of this intervention ? 

Mr. Kier. No, I did not, sir, other than the fact of asking who was 
Mr. Grunewald. 

Mr. DeWrnp. The way you resisted acquiring any knowledge about 
this is certainly surprising. 

Mr. Kuri. Well, Mr. DeWind, it may be surprising to you, but 
in view of having other business to take care of. a tax case, an arbi- 
tration at Vancouver, it hardly seems possible all I would have on my 
mind is Mr. Levy. 

Mr. DeW inp. Let me return to another matter we took up yester- 
day, Mr. Klein. 

Mr. Kier. Yes, sir. 

Mr. DeWinp. You said vesterday that in these various Panamanian 
and Cuban corporations your brother, Mr. Norgan and Mr. McLen- 
nan had 25 percent interest each; 1s that correct? I believe you said 
that while the original contract of January 1944 had run to you 
solely, there was an oral understanding on the side that they should 
have these interests: is that correct / 

Mr. Kuri. I think that is essentially what I said. I don’t have-—— 

Mr. DeWrnp. Is that the fact, that at the time the January agree- 
ment was entered into you had an understanding’ How was Mr. 
McGuigan going to help you on that ¢ 

Mr. Kueix. Mr. McGuigan had been in Vancouver and had gotten 
most of the facts on which we base 

Mr. DeWinp. He did not find an oral understanding lying around ¢ 

Mr. MeGuican. It is worrying about the date, Mr. DeWind. 

Mr. DeWinxp. What I am asking you is whether at the time you 
entered into this written contract you had the oral understanding with 
the three other gentlemen that they should have a 25 percent interest ¢ 

Mr. Kier. That is correct. 

Mr. DeWinp. You say you did? 

Mr. Kuer. Yes. 

Mr. DeWrnpb. You entered into a written contract with a company 
in which these individuals were the officers and prominent stockholders 
which on its face failed to disclose an interest they had that it was 
orally agreed they did have. How did that come about ? 

Mr. Kier. I couldn't say, sir. 

Mr. DeWrnpb. Was there any reason to hide or fail to disclose their 
interest on this written contract ? 

Mr. Kier. I don’t know, sir. 

Mr. DeWrnp. At the very time a written contract was being exe- 
cuted in which thev had an interest, and they are the parties to the 
contract as oflicers of this corporation, their interest fails to appear ¢ 
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Mr. Kier. Let me point out something, Mr. DeWind. Under the 
Canadian law it is permissible, I think—I am not a lawyer, but I 
believe I have heard in the past that an officer or director of a corpora- 
tion can enter into any private deals in purchasing merchandise from 
his own company, provided he does not sell at a lesser price than com- 
parable merchandise being offered. 

Mr. DeWinp. This statement you have just made is designed to ex- 
plain there was no reason to hide their interest ? 

Mr. Kier. That is correct, sir, in line with your question. 

Mr. DeWinp. Why was it not put in the contract? 

Mr. Ker. I don’t know, sir. Mr. McGuigan reminds me that the 
corporation wasn’t formed yet. 

Mr. DeWinp. All right. When the corporation was formed—and 
you are now talking about Agencias; is that right? 

Mr. Ktiern. That is correct. 

Mr. DeW inp. When the corporation was formed, to whom was the 
stock issued in the first instance? Let me attempt to refresh your 
recollection. 

Mr. Kuern. I wish you would. 

Mr. DeWrnp. In the first instance I believe 12 shares were issued 
out of an authorized 100. 

Mr. McGutean. They were not issued. 

Mr. DeWrnp. Perhaps, Mr. Klein, you had better say what did 
happen on the original stock issuance of Agencias. 

Mr. Kern. I don’t recall the precise transaction, Mr. DeWind. 

Mr. DeWrnp. There was no stock issued at first to these three other 
people ? 

Mr. Kern. I don’t think there was any stock issued to myself either. 

Mr. DeWrnp. As a matter of fact, at some point were there not ten 
shares issued to you, and two to Mr. Rosenberg, and that was all? 

Mr. Kuiern. I don’t recall. I don’t have the facts in front of me. 

Mr. McGuiean. Could I intervene to straighten this out? 

Mr. DeWrnp. Make a statement. 

Mr. McGuiean. After the incorporation of the corporation, which 
was January 26, 1944, and some time in May of 1944 I believe four 
certificates of stock, which were two for five each to Mr. Klein and two 
for one each to Mr. Rosenberg were signed by the secretary of the 
company and given to Mr. Rosenberg, to bring north to Baltimore for 
Mr. Klein’s signature. When they arrived in Baltimore, Mr. Klein 
refused to sign them as president to complete the issue on the ground 
they did not properly represent the beneficial ownership of that com- 
pany. 

Mr. DeWrnp. How did you learn these facts, Mr. McGuigan? 

Mr. McGoutean. I saw the stubs. 

Mr. DeWrnp. How did you learn about Mr. Klein’s conversation 
saying “This isn’t right”? 

Mr. McGuiean. From Mr. Rosenberg and Mr. Klein. 

Mr. DeWrnp. I would rather get it from him if that is a matter of 
personal knowledge. 

Mr. MoGuiean. I think the difference was on the word “issue.” 
That was not a completed issue. 

Mr. DeWrnp. Is that correct, Mr. Klein? When these shares were 
first shown to you, issued in your name and Mr. Rosenberg’s name, you 
said, “That is not correct’’? 
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Mr. Kurrn. That is correct. 

Mr. DeWrnp. Contrary to the understanding? 

Mr. Kier. That is correct. 

Mr. DeWinp. Who was responsible for the issuance of these 
shares ? 

Mr. Kier. The secretary of the company. 

Mr. DeWrnp. That was one of the lawyers / 

Mr. Kern. The secretary in Habana who was one of the attorneys. 

Mr. DeWtnp. How do you suppose he made that mistake ? 

Mr. Kuern. 1 wouldn't know, sir. 

Mr. DeWinp. What is his name? 

Mr. Kier. Enrique de Cubas. 

Mr. DeW rnp. Do you know, Mr. Klein, was it ever represented to 
the Canadian taxing authorities that originally you had the entire 
interest in this business ¢ 

Mr. Kuietn. No, sir; I do not. 

Mr. DeWinp. Are you saying, if it was represented to the Canadian 
taxing authorities that the interests of these other three people had 
only arisen subsequently and did not exist at the time of the setting 
up of the contract, that that would be false ¢ 

Mr. Kuern. I don’t understand that question. 

Mr. DeWrnp. Are you saying that, if the Canadian taxing authori- 
ties were told that you had the sole interest at the outset, that would 
have been false ¢ 

Mr. Kern. Positively, sir. 

Mr. DeWinv. Do you know, Were the Canadian taxing authorities 
told that the reason why these other three people came in later was 
that it was necessary for United States tax purposes to bring them in? 

Mr. Kuern. No, sir. 

Mr. DeWind, may I at this point again remind vou that yesterday 
I made a statement that I went to the Deputy Minister-—— 

Mr. McGuiean. That was later. It was 1947, 1946. 

Mr. DeWinp. Was stock eventually issued to these three people 
Norgan, McLennan, and your brother / 

Mr. Kren. Not evertually, sir. They were issued at that time 
and Mr. Rosenberg took the certificates back and brought them back. 

Mr. DeWinp. Do you know whether the stock books were ever 
presented to the United States Bureau of Internal Revenue / 

Mr. Kier. I don’t know, sir. Mr. McGuigan and Mr. Kilcullen 
can probably answer that. 

Mr. DeWinp. Don’t you know they were not ? 

Mr. Kuer. I don't know, Mr. DeWind. 

Mr. DeWrnv. Do you know, Has any evidence in writing been sub- 
mitted that would support the existence of this 75 percent interest 
that these other three gentlemen have ¢ 

Mr. Kuern. Positively, sir. 

Mr. DeWrnp. Of what has that consisted ? 

Mr. McGutcan. A statement from the three Canadians. 

Mr. DeWinp. How was that statement submitted? Was it an 
affidavit ? 

Mr. Kuer. I don’t know, sir. Ina letter form, Mr. McGuigan says. 

Mr. DeWrnp. But the stock books and any other corporate records 
have not been presented; is that correct ? 

Mr. Kern. To my knowledge, no, sir. 
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Mr. DeWinp. Were you ever told, Mr. Klein, that the existence of 
this interest in these three other people had an important bearing on 
your tax case / 

Mr. Kurr. No, sir. 

Mr. DeWrnp. When the Panamanian-Cuban corporate structure 
was terminated so far as you were concerned, you said there were some 
$20,000,000 in profits in those companies. Just what happened to 
that $20,000,0004 How was it distributed, and to whom ¢ 

Mr. Kuen. I sold out, sir. It was distributed—when you say “dis- 
tributed,” what do you mean ? 

Mr. DeWrxv. What happened to the $20,000,000 that was in New 
York bank accounts or in Canadian accounts or deposited in cash in 
Canada ¢ 

Mr. Kurern. Subsequently the directors turned it over, sold their 
interests back to the Canadian company. 

Mr. DeWrnp. You say they sold it back ¢ 

Mr. Kier. I think that is right, sir. 

Mr. DeWinp. Are you sure they sold it back ? 

Mr. Kier. I am not sure, sir. 

Mr. DeWrnxp. As a matter of fact, didn’t they turn it back for no 
money ¢ 

Mr. Kuery. I really don’t know, sir. 

Mr. DeWrnp. Haven't you heard that is what did happen? 

Mr. Kier. 1 am not positive. 

Mr. DeWinp. Let’s not ask you whether you are positive, but haven't 
you heard that was in fact what happened / 

Mr. MeGuiean. There was a contract drawn, but what the terms 
were I just don’t know. 

Mr. Kier. I don’t either. 

Mr. DeWtnp. Were there any threatened criminal proceedings in 
Canada which preceded turning back that stock ¢ 

Mr. Kier. Not to my knowledge. 

Mr. DeWinp. You have never heard of any? 

Mr. Kuiern. No, sir. 

At this point again I would like to point out that I had gone to Mr. 
ki. Frazier Elliott, Deputy Minister for Taxation for the Dominion of 
Canada. I explained the method of operation in Canada. I re- 
quested an opinion from him whether the corporations were taxable 
under the Canadian laws. 

I received a written opinion from Mr. Elliott which is in the hands, 
I believe, of the Government, stating that it was not taxable. I 
brought up something 

Mr. DeWrnp. On the basis of what you told him? 

Mr. Kurtin. On the basis of the facts, not of what I told him. 

Mr. DeWrnp. He didn’t know the facts except such as you toid him. 

Mr. Kuery. Which were the facts. 

Mr. DeWinp. On the basis of what you told him it was his opin- 
ion who was not taxable? 

Mr. Kier. The corporations. 

Mr. DeWunp. In Canada? 

Mr. Kier. Yes. 

Mr. DeWinv. Did you tell him accurately all of the facts concern- 
ing the method of operation ? 


Mr. Kure. Yes. 
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Mr. DeWIinpb. You are sure of that? 

Mr. Kier. I am reasonably sure, sir. 

Mr. DeW rnp. It is a matter of considerable importance. Are you 
entirely sure you told him correctly ¢ 

Mr. Kuen. I believe I did, sir. 

Mr. DeWunp. Coming back to this $20,000,000, how was it dis 
tributed’ Do you know which persons or corporations received the 
S( A nM A WM) ¢ 

Mr. Kure. I believe it went to the United Distillers of Canada, 
Lid., the holding company. 

Mr. DeWinp. That is, you received $4,500,000, roughly ? 

Mr. Kirin. When I sold out. That is close enough. 

Mr. DeWrnp. In addition to that you received 80,000 shares of 
UDL: is that right ? 

Mr. Kuer. No, sir: I bought that. 

Mr. DeWrnp. That was not part of the sales price é 

Mr. Kier. No, sir. 

Mr. DeWinp. What did you pay for the 80,000 shares? 

Mr. Kier. $8 or $8.05. I don’t remember. 

Mr. DeW1nb. You put up $640,000; is that right? 

Mr. Kuen. That is correct, or W hatever the figure is. 

Mr. DeWIrnp. In cash / 

Mr. Kieu. I paid by check, sir. 

Mr. DeWinpb. That check was drawn on which account ? 

Mr. Kier. On my personal account. 

Mr. DeWINp. How did you vet the other half million out of your 
So.000.000 share of the profits ¢ 

Mr. Kxie1n. Will you please repeat that again? 

Mr. DeWrNp. You said you got 4144 million—— 

Mr. Kier. I got $4.700,000 or thereabouts. 

Mr. DeWrnp. In cash, dollar distributions? 

Mr. Kurt. That is correct, $4,700,000 or $4,800,000. 

Mr. DeWinv. How did you get the balance ¢ 

Mr. Kier. The balance of what? 

Mr. DeWinpb. OF 35,000,000, 

Mr. Kurt. I took over another company, sir. 

Mr. DeWinp. Which company was that? 

Mr. Kuerx. The Tivoli Trading Co. 

Mr. Dh WINp. Is that a Canadian corporation ¢ 

Mr. Kurt. No, sir. It was a Panamanian corporation. 

Mr. DeWInp. Of which you owned all the stock attel this trans 
action ? 

Mr. Kier. That is right. 

Mr. Dy WInp. You say the balance of the U) ited estates doll irs that 
were in these con panies were turne lover to UDL? 

Mr. Kier. United Distillers of Canada; yes, sir. 

Mr. DeWunp. United Distillers of Canada, Ltd., got the—— 

Mr. KLEIN. It was eithe I United Distillers. Ltd.. or [ 1) ted Dis 
tillers of Canada, Ltd. I am not sure without checking the records, 

Mr. DeWinp. Was there any large amount, a substantial amount 
of cash turned over to Tivoli? 

Mr. Kuri. No, sir. From the $15,000,000 you are speaking of ? 

Mr. BD: WHUND. At any time did Tivoli have a million ind a half 


in cash ? 
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Mr. Kier. Yes, they did, 

Mr. DeWinp. Where did that come from ? 

Mr. Kier. Originally? 

Mr. DeWtnp. Yes. 

Mr. Kuery. Will you repeat the question ? 

Mr. DeWrxp. Did Tivoli have a million and a half in United 
States dollars? And then I asked you, where did that come from ? 

Mr. Kiery. Undoubtedly it came from royalties. 

Mr. DeWrnp. Did Tivoli have this million and a half when you 
received the stock of Tivoli in the sell-out ? 

Mr. Kierx. About a million dollars, sir. 

Mr. DeWrnp. So as part of this $200,000 settlement, to make the 
difference between $4,800,000 and $5,000,000, or whatever the figure 
was, ap proximt ately that, you got a company that had a million dol- 
lars in cash? 

Mr. Kier. Subject to contingent liabilities. 

Mr. DeWinp. What were the contingent liabilities? 

Mr. Kier. Please repeat that question. 

(The record was read by the reporter. ) 

Mr. Kuery. They have an undeterminable value, Mr. DeWind, be- 
cause when I sold out it was for $4,700,000, and I got a return of the 
other three-quarters of the stock, and I have a worth of approximately 
$750,000. When I declared my capital gains tax in my reports, I had 
attached a rider, as I recall it, to the effect that I owned all of the 
outstanding stock. When that company was liquidated, I would 
then pay my capital gain on the income or the profit resulting. 

Mr. DeWrxp. You took the position that on this stock of Tivoli 
vou did not have to compute its value and pay a capital-gain tax at 
that time? 

Mr. Kuri. That is correct, sir. 

Mr. DeWtnp. Who advised you on that, if anybody ? 

Mr. Kuri. My tax consultants. 

Mr. DeWrnp. Mr. Haas said you did not have to pay the tax on 
that ? 

Mr. Kirin. That ts correct. 

Mr. DeWrvp. I wasn’t worried about the tax. I was wondering 
how you got this corporation with a million dollars in cash in it as 
part of this 

Mr. Krery. Approximately three-hundred-and-some-odd thousand 
vas mine. One-quarter of the other company, Mr. MeGuigan points 
out, which would have been $375.000 more. Picking up this other 
three-quarters 

Mr. DreWtnp. You are entitled to $5,000,000, and you got 
$4. 800,000 ? 

Mr. Kirin. I don’t remember the exact amount now, Mr. DeWind. 
It may have been $4,600,000 or $4,700,000. I don’t remember. 

Mr. DeWrnp. In addition to getting the cash, you got Tivoli 
turned over to you with a net increase to you of some $750,000; is 
that right? Which was represented by United States funds that 
Tivoli had, so right away you got more than your $5,000,000 to that 
extent ? 

Mr. Kierx. Mr. McGuigan points out that I got something more 
than—— 
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Mr. DeWrinp. Where did Tivoli get this other half-million of cash ? 
It had a million when you got it and it picks another half-million. 
Where did that come from? 

Mr. Kier. Mr. DeWind, you have me lost. You are asking me 
questions about records which I don’t have in front of me. 

Mr. DeWrnp. I am asking you what operation Tivoli engaged in, 
if any. by which it got another half-million dollars in United States 
funds? 

Mr. Kuer. It received no funds after I sold out, Mr. DeWind. 

Mr. DeWrnp. A minute ago you said it had a million and a half in 
cash. 

Mr. Kiet. No; I didn’t say that. 

Mr. MeGuiean. It repaid a million and a half. Are we talking 
about the same thing perhaps? 

Mr. DeWrnp. I asked what this company was that Mr. Klein got. 
He said it was Tivoli. I said did Tivoli have a million and a half 
in United States funds? The answer was “Yes.” 

Mr. McGuican. More than that. It repaid a million and a half 
to Regan Potter, so there was a million and a half in there that was 
not in there later. It was paid off after Mr. Klein acquired it. Re- 
gan Potter was owned 100 percent by the Canadians. 

Mr. DeWIinpb. What was the value of what Mr. Klein got in Tivoli? 

Mr. McGuiean. A net value of about $750,000. 

Mr. DeWinp. The company had other assets in addition to the mil- 
lion and a half? 

Mr. McGuican. That is right. 

Mr. DeWrinp. That million and a half of United States funds was 
paid to Regan Potter ? 

Mr. Kuen. Regan Potter. one of the foreign corporations owned 
by the Canadians. 

Mr. DeWinp. What happened to that million and a half! 

Mr. Kier. It was repaid to Regan Potter. 

Mr. DeWrnpb. Where did it go from there / 

Mr. Ker. I wouldn't know, sir. 

Mr. DeWrinp. At any time, Mr. Klein, subsequent to January of 
1947 was the amount of $1.500,000 in United States funds brought in 
from ( ‘anada where it had heen deposited and dist1 ibuted in the United 
States, to your knowledge ¢ 

Mr. Kier. No, sir; not to my knowledge. 

Mr. DeWrnp. Do you know a Mr. Frank Singer? 

Mr. Kier. No, sir. 

Mr. DeWrnp. You have no knowledge whatsoever concerning 
$1,500,000 in cash that some time after January 1947 was transported 
to this coutnry from Canada ? 

Mr. Kier. No, sir. 

Mr. DeWrnp. I think you said yesterday, Mr. Klein, that you had 
no interest in the R. C. Williams Co.: is that right? 

Mr. Kier. Positively none; sir. 

Mr. DEeWIND. Before ] proceed with that. to go back To the other 
subjects, do you know of any cash, United States cash, that was de- 
posited in Ganada that was subsequently brought into this country in 
any way connected with this liquor transaction, Harwood liquor deal? 

Mr. Kier. No, sir. 


- 


J 
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Mr. DeWinpv. Have you ever transferred or caused to be transferred 
to Canada any United States dollars to be deposited there for safe 
kee ‘ping ¢ 

Mr. Kiev. Only in the normal corporate operation of from bank to 
bank in checking accounts while I was connected with the corporations. 

Mr. DeWixpv. How did you dispose of the net profits from the sale 
of your stock in these Panamanian and Cuban corporations / 

Mr. Kueiw. What do you mean by that, sir? 

Mr. DeWrnpb. You received $4,600,000, $4,800,000 in United States 
funds. What did you do with it? 

Mr. MeGuican. Mr. Chairman, isn’t that getting a little afield? 
We realize he must answer any question you ask, but that is delving 
into something that is his pr ivate business. 

Chairman Kine. Explain your objection a little more clearly. 

Mr. McGuigan. Mr. DeWind wishes to know the deposits or sources 
of his business income which at the present time is wholly unrelated 
to any inquiry you have. 

Chairman Kine. At the present time ? 

Mr. MeGuican. Yes, sir. He wants to know what happened to Mr. 
Klein’s profits in this transaction. He wants to know what that was 
invested in, what banks it is deposited in, whether he has a safety- 
deposit bank in which it is placed. He knows about the box in 
Baltimore. 

It seems to me that is going into a matter wholly aside from this 
inquiry. The Bureau has never raised any question like that. 

Chairman Kine. We have had in recent months questions asked that 
the Bureau has overlooked. I don’t say it bears on the merits of this 
Curse, 

Mr. MceGuican. I do not see that it bears on the merits of the tax 
case, 

Mr. DeWinpb. Let me resolve the question by changing it somewhat. 

Are all the proceeds of that transaction still in the United States, 
Mr. Klein, or have you invested any part of them abroad, or trans- 
ferred them abroad in any way ¢ 

Mr. Kuein. Not 1 penny other than the purchase of stock in the 
United Distillers of Canada, Ltd. 

Mr. DeWinb. That was the $640,000 purchase you mentioned ? 

Mr. Kuem. That is correct, sir. 

Mr. DeWinp. Youthen have transferred no funds abroad ? 

Mir. Kuein. None whatever. 

Mr. DeWinp. Since January 1947? 

Mr. Kuein. No, sir. 

Mr. DeWixp. Do you have at the present time any foreign funds, 
investments, deposits, or other forms of foreign holdings? 

Mr. Kirin. 1 may have a savings account amounting to around 
$12,000 or $13,000 which are the proceeds of an insurance policy which 
I was one of the heirs of in the life of my father. 

Mr. Curtis. May Lask a question at this point ? 

Chairman Kine. Certainly. 

Mr. Curris. Lam not suggesting that you disclose present holdings, 
but in line with what counsel has asked you, has this prefit that you 
received, or whatever it might have turned into, been dis] osed of 
through gifts or otherwise to the point where it would not be ak 828 
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to the prejudice of the Government when your tax controversy is 
finally concluded ¢ 

Mr. Kuri. No, sir. 

Mr. DeWinp. Going to the question of R. C. Williams Co., do you 
have any control over the naming of employees of the R. C. Williams 
Co. who would handle these Harwood liquor sales ¢ 

Mr. Kier. No, sir. 

Mr. DeWinp. Did you not in fact reserve the right to control or 
veto appointments to key positions in that organization / 

Mr. Kiem. When you say “key positions,” Mr. DeWind, what do 
you mean by that / 

Mr. DeWinp. I mean any positions. What position have you a veto 
power over ¢ 

Mr. Kuri. Agencias has veto power, Mr. DeWind, over brokers 
given them by the contract. 

Mr. DeWinv. That was the power exercised by you; is that right / 

Mr. Kurin. The power exercised by Agencias t! ough me. 

Mr. DeWinp. It has to be some human agency, and you were the 
human agency that exercised that power ¢ 

Mr. Kuri. That is correct. 

Mr. DeWrnp. In the exercise of that power did you control the 
appointments of the brokers for R. C. Williams? 

Mr. Kieix. Did I have full control ? 

Mr. DeWinp. Did you appoint, did you nominate and appoint 
brokers ¢ 

Mr. Kier. I nominated and appointed no one, sir. 

Mr. DeWinpv. Did you suggest ¢ 

Mr. Kuri. Yes. 

Mr. DeWtnp. Were your suggestions followed / 

Mr. Kier. In some instances. 

Mr. DeWinv. What if any financial arrangements do you have with 
R. C. Williams? Did you share in any way in the profits from the 
sales of the Harwood whisky ¢ 

Mr. Kiery. What do you mean by that ? 

Mr. DeW inp. Did you have any commission-splitting arrangement 
with R. C. Williams ¢ 

Mr. Kier. No, sir. 

Mr. DeWrnpv. Was there not an arrangement under which, out of 
every $1.60 profit that they made, 60 cents went to Agencias / 

Mr. Kier. Under no circumstances, sir. 

Mr. DeWinv. You had no commission-splitting arrangement with 
them ¢ 

Mr. Krier. Under no circumstances. 

Mr. DeW inp. Do you know, is there an arrangement dated April 
20, 144, between Agencias and R. C. Williams Co. providing that out 
of every profit of $1.60 per case the sum of 60 cents per case was to be 
paid to brokerage and selling agents selected by Agencias ? 

Mr. McGuiean. Are you reading from that document / 

Mr. DeWinp. I am asking was there such a document ? 

Mr. McGuiean. If you are reading from it, you are not reading 
from it accurately. 

Mr. DeWrxpv. Can you explain the arrangement / 
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Mr. McGuican. That document said they would hire brokers and 
commission agents and pay 60 cents. I think he gave Agencias veto 
power. He didn’t say “Selected by them.” 

Mr. DeWrnp. It was a veto power ‘ 

Mr. McGuiean. That is my recollection of it. 

Mr. DeWinp. Can you say approximately the total amount of com- 
missions received by brokers who were selected by you, Mr. Klein, or 
suggested by you / 

Mr. Kier. No, I cannot, sir. 

Mr. DeWrnv. Who were the brokers selected by you? 

Mr. Kier. I don’t recall. 

Mr. DeWinp. Was Mr. Rosenberg one of them ¢ 

Mr. Kiern. He could have been. 

Mr. DeWinp. Was any relative of yours selected as a broker? 

Mr. Kiet. Yes, sir. 

Mr. DeWrnp. You did recommend some of them. Who was the 
relative that was selected ‘ 

Mr. Kuein. Dr. S. A. Morris. 

Mr. DeWrnp. Was he engaged in the liquor business? 

Mr. Kier. Let me explain about Dr. Morris. Dr. Morris is my 
brother-in-law whom I am very fond of. He entered the armed 
services although he was refused admittance to the armed services by 
both the Army, the Navy, and Air Force, the Coast Guard, and 
everyone else. He is an eye, ear, nose, and throat man, an excep- 
tionally capable surgeon as it applies to the eye. 

He finally fought his way into the Army, and was stationed in 
California where they were bringing numerous men in from the Far 
East who were injured. His particular field being eye, he operated 
for many hours a day and subsequently during the course of one of 
these operations was taken with a coronary thrombosis. He was 
seriously ill and without funds. I took it upon myself to suggest that 
he be given California. Whisky did not have to be sold in that par- 
ticular area you have reference to because it sold itself. 

What I did for Dr. Morris I would do again if I had the same 
opportunity. 

Mr. DeWrnp. His name was Dr. 8S. A. Morris? 

Mr. Kier. That is correct, sir. He was on his back for 9 months 
due to this coronary thrombosis and due to his operating for 8 
or 10 hours a day. 

Mr. DeWtnpv. The commissions that he received from that you did 
not report as your taxable income / 

Mr. Kirry. Repeat that, please. 

Mr. DeWinv. The commissions he received, the 60-cents-a-case com- 
missions he received, you did not report as your taxable income, did 
yous 

Mr. Kier. It wasn’t my taxable income. 

Mr. DeWinp. Did you report it? 

Mr. Kuiern. No, I did not, sir. 

Mr. DeWrnp. Did you appoint A. Harris Lexier? 

Mr. Kier. That is a brother-in-law. 

Mr. DeWrnp. He is also another brother-in-law ? 

Mr. Kern. I don’t remember whether I appointed him or whether— 
I did not appoint him. 
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Mr. DeWtnp. He is your brother-in-law, and he received an ap 
pointment as a commission broker / 

Mr. Kuen. I don’t recall. 

Mr. McGuiean. Mr. Chairman, could I interrupt again / 

Chairman Kine. Yes. 

Mr. McGuican. This question of this 60-cent commission has been 
gone into thoroughly by the Bureau of Internal Revenue, by the tech- 
nical staff. They no longer assert and have not for 3 years asserted 
any suggestion there is a claim against Mr. Klein for those commis- 
sions on the transfer of income. It just isn’t in the case. It hasn't 
been in the case for practically since we came in. They don’t have 
it on the agenda any more. There is no amount asked for it. 

I don’t know what purpose it serves to drag in the man’s brother 
in-law. This last man Lexier was not suggested by Mr. Klein but by 
the Canadians. We have given a list of those who were suggested by 
Mr. Klein, which list is available to Mr. DeWind. I don’t see why 
it has to be spread over the record. 

Mr. DeWinp. It is a matter of interest to this committee as to how 
this was disposed of by the Bureau of Internal Revenue. 

Chairman Kine. I think, Mr. McGuigan. that the committee’s in- 
terest might go further than even that of the Bureau, but please do 
not hesitate to object at any time that you feel the questions are not 
proper. 

Mr. McGuican. We know we cannot object on the matter of rele- 
vancy, because that is within your discretion. 

Chairman Kine. We will decide whether it is relevant or not. 

Mr. DeWinp. Did you appoint any other relatives ¢ 

Mr. Kiet. No, sir. 

Mr. DeWinv. Mr. Rosenberg you have already said was appointed 
as a selling agent / 

Mr. Kuern. I believe that is correct, sir. 

Mr. DeWinp. Did Mr. Rosenberg retain all the commissions that 
he received as a selling agent ? 

Mr. Kuen. To the best of my knowledge, sir. 

Mr. DeWinp. He paid none over to you / 

Mr. Kier. None whatever. 

Mr. Byrnes. Did he furnish any services to you in exchange for 
the payments he was receiving ? 

Mr. Kier. No: none whatever. 

Mr. DeWinp. He was your personal attorney during this period; 
is that correct ? 

Mr. Kier. And the attorney for the Harvey Co. as well, sir. 

Mr. DeWinp. Did he receive any fees from you as a client? Did 
you pay him any fees for his services ? 

Mr. Kier. No, sir. 

Mr. DeWinp. Did the Harvey Co. pay him fees for his services? 

Mr. Kiern. I am sure they did. 

Mr. DeWinp. Do you know the amount of his retainer ? 

Mr. Kern. No. 

Mr. DeWrnp. You have no idea what Mr. Rosenberg received each 
year ¢ 

Mr. Kern. I don’t recall, sir. It was on a monthly basis. 

Mr. DeWinp. Do you know a Mr. Nathan Decter ? 

Mr. Kier. Yes, sir. 
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Mr. DeWinp. Who was he? 

Mr. Kurry. A salesman. 

Mr. DeWrnpv. For the Harvey Co.? 

Mr. Kuiern. At one time. He is now. 

Mr. DeWinp. He was a selling agent for Williams; is that right? 

Mr. Kier. Yes, sir. 

Mr. DeWinp. Mr. Albert Roer ? 

Mr. Kier. Yes, sir. 

Mr. DeWrnp. Who was he? 

Mr. Kurt. He is a salesman. 

Mr. DeWinp. Mr. William Rakow? 

Mr. Kern. He is a salesman. 

Mr. DeWrnp. He also was a selling agent for Williams? 

Mr. Kier. Yes, sir. 

Mr. DeWrnp. Mr. Harry Silver? 

Mr. Kier. Yes, sir. 

Mr. DeWrinv. Was he also a Harvey Co. salesman ? 

Mr. Kirin. He is now. I think he was then. 

Mr. DeWinpv. What is the Cambridge Distributing Co. ? 

Mr. Kier. What was it? 

Mr. DeWrnp. What is it or was it? 

Mr. Kier. Let us use the past tense, because I think they are out 
of business. 

They were importers and distributors of whisky. 

Mr. DeWrnp. Did you have any interest in the Cambridge Dis- 
tributing Co. ? 

Mr. Kier. Yes, sir, I did. 

Mr. DeWrnp. How much of the Cambridge Distributing Co. did 
you own ¢ 

Mr. Krier. I believe a minority interest. 

Mr. DeWinpvp. Who owned the controlling interest ? 

Mr. Kurr. Mr. Roer and his wife, I believe. 

Mr. DeWrnp. Mr. Roer, your salesman ? 

Mr. Kuern. That is correct, sir. 

Mr. DeWrnp. How did he acquire that interest ? 

Mr. Kirin. He formed the company originally, sir. 

Mr. DeWinp. What was the amount of his capital investment in 
that company ? 

Mr. Kier. $25,000. 

Mr. DeWrnp. Did you, directly or indirectly, provide any of the 
funds for the establishment of the company ? 

Mr. Kretn. I bought stock. 

Mr. DeWrnp. How much stock did you buy ? 

Mr. Kiet. Probably $20,000, sir. 

Mr. DeWrnp. Did you put up $20,000 of the $25,000? 

Mr. Kier. I am not sure about that. I don’t have my records. 

Mr. DeWrnp. You only got a minority interest ? 

Mr. Kuery. That is correct. 

Mr. DeWrnp. For 82 percent of the investment you only got a 
minority interest ? 

Mr. Kurry. No. We are confusing the issue. Mr. Roer and his wife 
invested around $25,000. 

Mr. DeWtnp. That was their own investment. You put up another 


$20,000 ? 
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Mr. Kier. That is right, sir. 

Mr. DeWrnpb. Did you loan or advance those funds to Mr. Roer in 
any way ¢ 

Mr. Kuztn. No, sir. 

Mr. DeWinp. Was Mr. Haas an oflicer of that company ¢ 

Mr. Kiet. I believe he was the director on my behalf. 

Mr. DeW inv. Did Cambridge Distributing Co. participate in the 
Harwood business ¢ 

Mr. Krein. No, sir; not to my knowledge. 

Mr. DeWinp. You don’t know whether the Cambridge Distributing 
Co, received any commissions on sales of Harwood whisky ¢ 

Mr. Kier. I don’t think so. 

Mr. DeWinp. What was the business of Cambridge? 

Mr. Kier. Well, under the New York State law you must have a 
license in order to sell in the State of New York. a State liquor author- 
ity permit. Harvey & Co. was importing Dunbar’s Blended Canadian 
Whisky. Not having a license in New York, we gave the distribution 
rights to the Cambridge Co. for New York in order that they who had 
a license could sell to jobbers and wholesalers in the State of New 
York. 

Mr. DeWInp. Did they sell] Harwood’s ? 

Mr. Kier. No, sir: they sold Dunbar’s. 

Mr. DeWinp. They sold what ? 

Mr. Kier. Dunbar’s Blended Canadian Whisky. 

Mr. DeWtnp. Was that another name that the Harwood product 
had ? 

Mr. Kier. No, it was not. It is an entirely different product. 

Mr. DeWrnxp. Was that a product of United Distillers? 

Mr. Kiev. One of their subsidiary companies. 

Mr. DeWrnp. Has that company been dissolved ? 

Mr. Kier. I wouldn't know, sir. I sold out. 

Mr. DeWinp. You sold out your interests ? 

Mr. Kier. Yes. 

Mr. DeWinp. How much did you sell for? 

Mr. Krier. I think I received something like $16,000 profit. 

Mr. DeWrnp. You put in $20,000 and sold it for $36,000 ? 

Mr. Kier. Something like that, $33,000 or $36,000. I am not 
sure, 

Mr. DeWinp. Was that all you ever received from that corpora- 
tion ¢ 

Mr. Kuierx. That is correct. 

Mr. DeWinp. Yesterday you said that prior to March 3, 1948, when 
this jeopardy assessment was made upon you you had no knowledge 
of any investigation being conducted by the Bureau of Internal Rev- 
enue: is that correct ? 

Mr. Kier. No, sir. 

Mr. DeWrnp. Did you have knowledge of any investigation being 
conducted of your Panamanian and Cuban operations / 

Mr. Kier. No, sir. 

Mr. DeWinp. You are sure of that ? 

Mr. Kier. Please repeat the question. 

(The record was read by the reporter. ) 

Mr. Kuein. You are referring to the Bureau of Internal Revenue, 
I assume / 
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Mr. DeWinp. Would you read the question again, please? 

(The record was again read by the reporter.) 

Mr. DeWinp. Any investigation by any agency of the Federal Gov- 
ernment. 

Mr. Kurt. I believe that prior to that time that the Alcohol Tax 
Unit made some inquiry. 

Mr. DeWrnp. Isn’t that part of the Bureau of Internal Rev- 
enue ¢ 

Mr. Kern. I don’t associate the Alcohol Tax Unit with the Bureau 
of Internal Revenue. The Bureau in my way of thinking is interested 
in taxes. 

Mr. DeWrnp. Was there any other agency of the Federal Govern- 
ment investigating, to your knowledge, at that time or had been prior 
to that time ¢ 

Mr. Kier. Probably the Office of Price Administration. 

Mr. DeWinp. What was the Office of Price Administration investi- 
gation and when did it take place ¢ 

Mr. Kxewn. It really wasn’t an investigation of our company. It 
was an investigation of R. C. Williams Co. 

Mr. McGuigan points out that they were investigating everything 
in the original suit that they made one of the foreign companies a 
party to such action. 

Mr. DeWrnp. Was one of the subjects of that investigation how 
the $19 per case price of Harwood had originally been established ? 

Mr. Kuern. I believe that is correct. 

Mr. DeW inp. How had that been accomplished ? 

Mr. Kiet. By a price list. 

Mr. DeWrtnp. I beg your pardon? 

Mr. Kirin. How was it established ? 

Mr. DeWinp. How has the $19 per case price been approved by 
OPA? On what basis? 

Mr. Kier. I wouldn’t know that, sir. 

Mr. DeWrnp. You have no knowledge of how that $19-a-case 
price had originally been established ? 

Mr. Kier. No, sir. It wasn’t within our province to get that 
information because in the original contract, as I recall, with R. C. 
Williams they had obtained OPA approval to sell Harwood’s. 

Mr. DeWinp. At $19 a case? 

Mr. Kier. That is correct. 

Mr. DeWrnp. How did they establish their price? 

Mr. Kiri. I don’t know, sir. 

Mr. DeWinp. That was a matter of immediate concern to you, 
was it not, whether the $19 price per case would stand ? 

Mr. Kiern. The only immediate concern to us, sir, was the contract 
which stated a price of $19.05 and a warranty they had obtained OPA 
approval. 

Mr. DeWrnp. Did you have any knowledge or information as to 
how they obtained the approval of $19 a case? 

Mr. Kiery. You mean the method? 

Mr. DeWrnp. Yes. What did they use to substantiate their—— 

Mr. Krier. A price list from Vancouver. 

Mr. DeWtnp. Whose price was that, a United Distillers’ price list? 

Mr. Kuery. I believe it was, sir. 
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Mr. DeWrnp. R. C. Williams had obtained from United Distillers 
the necessary information on which to base the $19 price ceiling ‘ 

Mr. Kier. That was the regulation, sir. 

Mr. DeWrnp. This price list — 

Mr. McGuiean. Mr. Chairman, I gather Mr. DeWind is now going 
into an OPA matter. It again involves the foreign companies, not 
pod Klein. It involves R. C. Williams. I don’t know what the OPA 

‘ase, Which was settled years ago by Williams, has to do with this. 

Mr. DeWrnp. Clearly, Mr. Chairman, the manner in which this 
$19 price per case was set and any partic ipation it is possible that 
Mr. Klein may have had in it had a direct bearing on the profits he 
made for tax purposes and the manner in which they were handled. 

Chairman Kring. Does that suit you? 

Mr. McGuiean. I don’t think it has any relevance, sir. What dif- 
ference does it make how the money was made? The only question 
is what kind of money it was and whose it was. That case was brought 
in the southern district of New York. It was dismissed. It was a 
suit for $16,000,000. It was settled for a payment of $100,000 or 
$50,000 by Williams. Nothing was ever done about the other com- 
panies. They were made parties. It was dismissed. One of them 
was made a party and it was dismissed. That was way back in 1946 

1947. They brought it in the southern district under the OPA 
regulations or the act that any over-the-ceiling treble-damage suit had 
to be brought in the district where the company did its business. 

A motion was made -. dismiss. That ee was granted. The 
OPA never pursued it by bringing the action in Baltimore. ae 
wanted to settle with Williams inde ‘pendently, for $100,000 or for 
very small amount, less than it would cost to try the case. I don't 
see why Williams has to be dragged into this. It has nothing to do 
with whether these corporations were valid or whether Mr. Klein was 
a shareholder in them or an individual partner with other people. 1 
don’t see any relevance to this inquiry. 

Chairman Kine. Can you think of anything, Mr. McGuigan, at the 
moment which would prejudice or injure Mr. Klein or his associates 
by exploring this here? 

Mr. McGuican. That OPA case was used. My recollection is that 
the jobbers going out in the field to sell stuff had met tremendous 
opposition because the OPA swarmed over the country. They would 
go into these shops. “We can’t buy your stuff. There is trouble. 
There is to be a smear.” For the company up in Canada, digging 
up all of those dead bones is not going to help. It would prejudice 
their business and Mr. Klein’s business since the company sells Har- 
wood’s. 

Chairman Kina. I would suppose our counsel would use his usual 
caution. That is, in not transgressing or touching on matters that 
would not be relevant and could possibly injure Mr. Klein or his 
businesses. 

Mr. McGuiean. Or the poor Williams Co. that is not here at all. 

Chairman Kine. Proceed then. 

Mr. DeWinpv. Let me ask whether the original price list on which 
this was based was a fictitious price list which had been created at a 
later date? 

Mr. Kier. Repeat that again. 
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Mr. DeWrnpv. Was the price list which was used in establishing the 
$19-a-case price a fictitious price list which had been created and then 
dated back to an earlier date? 

Mr. Kurry. Are you saying it was so? 

Mr. DeWrnp. I am asking you, was it so? 

Mr. Kier. Certainly not. 

Mr. DeWinp. Did this price list indicate sales at $19 a case prior 
to the time when any sales of Harwood whisky had been made? 

Mr. Kier. To my knowledge that was not the requirement of the 
OPA which showed there were sales made. The requirement of the 
OPA was there should be an offering. Whether a sale was made or 
not was unimportant, I believe. I believe that was the regulation. 

Mr. McGuiean. So we were advised by the best OPA man we could 
find. 

Mr. DeWrnp. This price list showed prices at which Harwood’s 
whisky had been offered prior to the OPA control period on which 
no sales had been made; is that right ? 

Mr. Ker. I don’t know, sir, whether sales were made or not. I 
don’t know that. 

Mr. DeWinp. Was any change made by the OPA in the price ceiling 
of that whisky? 

Mr. Kern. No, sir. 

Mr. DeWinp. So far as R. C. Williams was concerned it was set- 
tiled by paying $100,000 fine ? 

Mr. Kuier. I don’t know what the settlement was. 

Mr. DeWinpv. Were any of your companies made a party to that 
suit ¢ 

Mr. Kuer. Originally, as Mr. McGuigan explained. 

Mr. DeWrnp. Did that company pay any portion of the settlement 
figure ¢ 

Mr. Kiern. No, sir. 

Mr. DeWrnv. When was the OPA suit settled ? 

Mr. McGutean. I don’t remember. 

Mr. DeWrnp. Approximately. 

Mr. MeGuiean. | couldn't tell you that. I thought it began in 
1947. I think the summons was issued in February of 1947. 1 worked 
on it, but I can’t remember it. I didn’t handle the argument. 

Chairman Kring. Did I understand you represented—— 

Mr. McGuiean. No, sir. I was with Root, Ballantyne, Harlan, 
sushby & Palmer, who represented Ramsey Scott in that case. Judge 
Rosenman represented Williams. After we won that motion—I had 
been there at the beginning and I was away when the motion was 
argued—but Williams carried on alone with Judge Rosenman. 

Mr. DeWinp. Who is Mr. Irving Koerner? 

Mr. Kier. He was formerly the general sales manager for the 
R. C. Williams Co. and subsequently for a company, a subsidiary of 
theirs, called the Carillon Importers, Ltd. 

Mr. DeWinp. In connection with this OPA investigation, did you 
ever advise or suggest to Mr. Koerner that he should not subject him 
self to questioning by investigators of the OPA? 

Mr. Kier. No, sir. 

Mr. DeWinp. Did you give any such advice or give any such sug- 
gestion with respect to agents of any other branch of the Government ? 
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Mr. Kuern. No, sir. What authority would I have to make such a 
statement ¢ 

Mr. DeWinpb. You do not recall ever telling Mr. Koerner on the 
telephone that he should not submit to questioning by named agents ¢ 

Mr. Kuer. I don’t make any such recollection, sir. 

Mr. DeWinp. Did you ever, speaking on the telephone to Mr. Koer- 
ner While he was in Mr. Jules Jacobs’ office, ask or request or suggest 
that Mr. Koerner should not submit himself to further interrogation 
by Government agents who were then present ¢ 

Mr. Kier. I don’t remember that, sir. 

Mr. DeWrnp. Would you deny that it happened ¢ 

Mr. Kier. I think I would. sir. 1 don’t reeall it. 

Mr. DeWinp. You do deny it? 

Mr. Kurin. I think I do. 

Mr. DeWrnp. Do you have any knowledge that at any time the 
Royal Bank of Canada, New York agency, refused to produce books 
and records and correspondence pertaining to the account of the 
Agencias Co. ¢ 

Mr. KLEIN. l have such knowledge: yes, sir. 

Mr. DeWrnp. Did you direct or advise the bank they should not 
make those records available / 

Mr. Kier. Mr. DeWind, you know I can’t direct a bank as to what 
they should do and shouldn't do, the bank in W hich I ania depositor. 

Mr. DeWinpb. Did the bank ask for your instructions in that regard ¢ 

Mr. Kier. Certainly not, sir. 

Mr. DeWinp. How did you learn of the matter? 

Mr. Kurix. When I was in the bank. 

Mr. Di WIHUIND. ‘T hey told you that the subpena h id been served for 
the production of these records ? 

Mr. Krein. And they turned it over to their attorneys. 

Mr. DEWINb. Did they ever tell you that the production of the 
books had been declined / 

Mr. Kirin. No. sir: that the matter was in the hands of their 
attorneys. 

Mr. DeWIND. What did you advise them with respect to those 
records ? 

Mr. Ku IN. I advised them nothing, sir. 

Mr. DeWinp. They didn’t ask you for your views as to whether or 
not the subpena should be complied with ¢ 

Mr. Krier. They certainly did not. 

Mr. Byrnes. Did you express vour desire as to what should be done 
in that case ? 

Mr. Kirin. No, Mr. Byrnes 

Mr. Byrnes. Did you give the impression it did not make any 
difference to you ¢ 

Mr. Kirin. I assume when an agency of the United States Gov 
ernment comes in and asks for records that the bank would delive 
them. 

Mr. Byrnes. You just took it for granted they would turn over 
the records? 

Mr. Kier. That is correct, sir. 

Mr. Byrnes. Is that what they suggested to you when you talked 
to them, that that was what they were going to do? 

Mr. Kuri. What is that? 
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Mr. Byrnes. Is that what they led you to believe they were going 
to do when you talked to them ? 

Mr. Kern. They said they would submit it to their attorneys when 
I talked to them. 

Mr. Byrnes. You didn’t know what they were going to do? 

Mr. Kier. No, sir. 

Mr. Byrnes. You didn’t express what your ideas might be in the 
matter ? 

Mr. Kiri. Not at all. 

Mr. Byrnes. You did not suggest they might protect you or some- 
body else by not turning them over? 

Mr. Kuery. No, sir. 

Mr. Byrnes. You expressed no interest in it one way or another? 

Mr. Kirin. The only thing I asked or might have asked—I don’t 
recall—is, “What is this all about ?” 

Mr. DeWtnp. You did not say, “Go ahead and turn over anything 
you want”? 

Mr. Kier. I didn’t say anything; it wasn’t in my province. 

Mr. DeWinp. These were records of the accounts of your company, 
were they not? 

Mr. Kier. That is correct. 

Mr. Byrnes. You could have told them to turn them over, could 
you not? You could have told them, “Don’t worry about sending this 
to an attorney, trying to fight it, but turn the books over’’? 

Mr. Kxier. I was a minority stockholder, Mr. Byrnes. You don’t 
tell banks what to do, not the Royal Bank of Canada, at least. 

Mr. Byrnes. Were not these records your records? 

Mr. Kier. No, sir. They were the bank’s records. 

Mr. Byrnes. They related to your transactions? 

Mr. Kier. Yes. 

Mr. Byrnes. It is my understanding that banks just will not take a 
depositor’s word when you say “turn them over.” They did not ask 
whether they should turn them over or keep them ? 

Mr. McGutean. My recollection is that the banks were generally 
resisting those subpenas at the time. There were a good number of 
cases onthe OPA subpenas. There wasa flock of agents going around. 
I know Root, Clark made a motion to vacate that subpena, which mo- 
tion was so well founded that they withdrew the subpena. 

Mr. Byrnes. I am not questioning the potential right of the bank 
te resist the subpena. I am questioning the fact as to whether or not 
if the customer of the bank whose records they keep could not say 
to the bank, “You go ahead and turn over the records,” and whether 
the bank would not be in a perfectly legitimate spot of turning over 
the records under those circumstances. 

Mr. McGuiean. On the other hand, my recollection is the banks 
were not happy about doing it. They never consulted the customers. 
They reall. There were cases all over the country. They all 
seemed to resist. It was not a popular enforcement. 

Mr. Byrnes. It was the desire of the customers of the bank that 
they resist, too? 

Mr. McGuiean. In most cases; I should think. 

Mr. Byrnes. I am wondering what they did in this case. 

Mr. McGutean. I would imagine they would give them to them. 

Mr. Byrnes. They would? 
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Mr. McGutean. I should think so. 

Chairman Kine. In other words, Mr. McGuigan, the reason there 
was resistance to such matters was perhaps because in the majority 
of cases the depositor himself would have wished they be resisted ? 

Mr. McGuiean. I would certainly think that if I were a bank. 

Mr. Byrnes. You didn’t positively suggest to them they should 
resist ¢ 

Mr. Kier. No, Mr. Byrnes. 

Mr. Byrnes. You did not tell them on the other hand that it was 
all right with ~ if they turned them over ? 

Mr. Kuer. I don’t recall telling them anything, Mr. Byrnes. 

Mr. Byrnes. You weren’t concerned at all? 

Mr. Kier. Not at all, sir. 

Chairman Kine. The committee will recess for 5 minutes. 

(A short recess was taken.) 

Mr. DeWrnp. Mr. Klein, yesterday in response to questions that 
Mr. Curtis put to you regarding the state of your knowledge prior 
to March 3, 1948, of any Government investigation 

Mr. Kier. Yes, si 

Mr. DeWinp. T his question was put to you: 





No information that the method of selling liquor and handling the invoices 
and transporting the liquor physically was being studied or questioned by the 
Government? 

Mr. Kern. No, sir. 

That is prior to the jeopardy assessment. Now, in fact you now 
say you did know that the Alcohol Tax Unit had been m: iking an in- 

vestigation ? 

Mr. Ktirtn. I explained that when you asked the question this 
morning, Mr. DeWind, that I never associated the Aleohol Tax Unit 
with the Bureau of Internal Revenue. 

Mr. DeWtnp. Well, with the Alcohol Tax Unit investigation, of 
which you knew, and the OPA investigation of which you had known, 
it was at least no surprise to you that the Federal Government was 
taking an intense interest in your operations ? 

Mr. Kier. What do you mean by that, Mr. DeWind ? 

Mr. DeWinp. You knew at the time there was a jeopardy assess- 
ment that the Aleohol Tax Unit was engaging in an investigation ? 

Mr. Kern. I can only repeat, Mr. DeWind, I never associated the 
Aleohol Tax Unit with the Bureau of Internal Revenue. The Bu- 
reau of Internal Revenue, as I stated a while ago, always in my mind 
was associated with the collection of taxes. 

Mr. Curtis. By that you mean income taxes. 

Mr. Kier. Yes, sir. 

Mr. DeWeunxp. You considered that the Bureau of Internal Revenue 
meant only income taxes and not alcohol taxes or anything else? 

Mr. Kier. No, sir. 

Mr. DeWrnp. You had obtained permits from the Alcohol Tax 
Unit, had you not? 

Mr. Kiern. That is correct. 

Mr. DeWrnp. Being engaged in business? 

Mr. Kuen. That is correct, sir. 

Mr. DeWrnp. And you were familiar with the alcohol tax laws to 
some general extent, were you not? 

Mr. Kien. That is correct, sir. 
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Mr. DeWinp. But you did not know it was the Bureau of Internal 
Revenue that administered it / 

Mr. Kier. I didn’t say I didn’t know, sir; I just never associated 
the Aleohol Tax Unit with the Bureau of Internal Revenue. 

Mr. DeWinp. Now, in connection with the operation of the affairs 
of these Panamanian and Cuban corporations, just what was done m 
this country by you or by any other representatives of the corpora- 
tions ¢ 

Mr. Kirin. Would you please enlarge on that question? 

Mr. DeWrnp. Let me put it this way. What activities on behalf 
of these companies did you engage in in this country in connection 
with their business? What did you do for these companies? 

Mr. Kuein. Signed checks, primarily. 

Mr. DeWrnp. You signed checks? 

Mr. Kier. That is right. 

Mr. DeWinv. Did you do anything else? 

Mr. Kurere. And take care of the transfer of yunds. 

Mr. DeWinp. Did you discuss any of the contracts with R. C, 
Williams? 

Mr. Kier. In its original consummation ; yes, sir. 

Mr. Dy \\ IND, You mean you conducted negotiations for those con- 
tracts with R. C. Williams? 

Mr. Kier. That is correct. 

Mr. DeWinpv. Then did you conduct the negotiations in the sub- 
sequent contracts with the R. C. Williams subsidiary / 

Mr. Kier. Carillon ?/ 

Mr. DeWrnp. Yes. 

Mr. Kier. Yes, sir. 

Mr. McGvuiean. Just one second. I think there is some confusion 
on the dates. You remember Carillon did not come into the picture 
until long after the Panamanian and Cuban companies had ceased 
to do business. Carillon came in in 1947 or 1948, something like 
that. 

Mr. DeWtnp. You sold your stock in January 1947/ 

Mr. Kier. That is correct. 

Mr. MeGiviean. The Carillon contract was not with any of the 
Panamanian companies, it was directly with UDL or Dunean Har- 
wood. 

Mr. DeWrxp. What other activities did you carry on for any of 
these foreign corporations ? 

Mr. Kiery. Myself, sir? None. 

Mr. DeWrnp. Did you supervise or check in any way upon the way 
R. C. Williams was carrying out the contract ? 

Mr. Kuerx. There was no need to check or supervise, because the 
contract was running it by itself, to all intents and purposes. 

Mr. DeWinp. You never discussed the matter with officials of R. 
C. Williams? 

Mr. Krery. During the term that the Panamanian and Cuban 
companies were in operation; is that what vou mean ! 

Mr. DeWrnp. That is right. 

Mr. Kier. I don’t have any such recollection, sir. 

Mr. DeWinp. I beg your pardon ? 

Mr. Kurt. I don’t have any such recollection. 
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Mr. DeWrnp. You did not, on a number of oecasions, regularly 
have to discuss with these officials the carrying out of the contracts 
with the foreign corporations ¢ 

Mr. Kier. There was no reason to discuss them, Mr. DeWind. 

Mr. DeWtnp. Reason or no reason, you did not ? 

Mr. KLEIN. I don’t have any such recollection. There the Carillon 
contract Was operating. 

Mr. DeWinp. Did you have any other business associations or con- 
nections with the R. C. Williams Co. except this Harwood deal dur- 
ing this period that these corporations were in existence or In opera- 
tion / 

Mr. Kier. I don't have any such recollection now. 

Mr. DeEWrnp. The only business dealings that you had with R. C. 
Williams were in connection with the foreign corporations ¢ 

Mr. Kiem. | am reasonably sure that is correct, Mr. DeWind. 

Mr. DeWINpD. Did the H. Harvey Co. have any business dealings 
with R. C. Williams / 

Mr. I EIN. ] thi K,. SIT. that they sold them i product called Auld 
Malcolm, T am not sure, at that time. 

Mr. DeWinp. [sthat a Scotch whisky ; 

Mr. Kier. A Scotch-type whisky / 

Mr. DeEWrnpb. Now that was during the period 1944, 1945, and 19462 

Mr. Kier. I don't remember, Mr. DeWind. 

Mr. DeWinp. How extensive was that business? 

Mr. Kien. With s&s. Williams? ] don’t think it was very ex- 
tensive. 

Mr. DEWtnNbD. Was there any other business between R. C. Williams 
ind you or between R. C. Williams and your corporation, H. Harvey 
& Co. / 

Mr. Kiem. No, sir, I have no such recollection. 

Mr. DeWrnp. Did you not have during this period, regular and 
frequent contact with officials of R. C. Williams Co. ? 

Mr. Kiery. When you say “frequent”—it was constant contact. 

Mr. DeWrnp. Let me put it this way: Did you have constantly 
occasion to telephone them in connection with the Harwood business ? 

Mr. Kiem. I might have telephoned them and asked them how 
business was or when I was in New York dropped up to find out how 
business was. 

Mr. DeWinp. That would not be a matter involving regular con- 
tact with the offic ials of the compan v ¢ 

Mr. Kuri. I didn’t hear that, Mr. DeWind. Would you repeat 
it? 

Mr. DeWrnp. Did that involve regular contact with officials of R. 
C. Williams? 

Mr. Kiern. No, there was nothing regular about it. 

Mr. DeWrnp. Did it involve frequent checking with them as to the 
state of business ? 

Mr. Kier. I wouldn’t think so, sir. 

Mr. DeWrnp. But vou did check with them from time to time to 
find out the status of their sales? 

Mr. KLEIN. That well could be, sir. 

Mr. D WIND. What was the purpose of those Inquiries ¢ To keep 
trac k of the operat ions of the business , 
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Mr. Kixe1n. No, no, sir. The purpose was to see how well they were 
doing. 

Mr. DeWrnp. Of course you had, or you must have had, consider- 
able contact with them over the designation of commission agents; is 
that right ? 

Mr. Kuern. No; I don’t think I did, sir. 

Mr. DeWinp. Agencias had the right to veto the appointment of 
brokers, did it not ¢ 

Mr. Kern. That was from the very beginning, sir, but did not 
carry on during the entire period. 

Mr. DeWinp. For whatever period it carried on in the appoint- 
ment of these numerous brokerage agents we have named here, you 
must have had considerable negotiations with R. C. Williams? 

Mr. Ker. No, sir. Their practice was to write Cuba and to ask 
the Agencias for permission to employ a certain agent or such. 

Mr. DeWinp. Then from Cuba they would write to you and ask 
you about it? 

Mr. Kurr. I don’t recall that, sir. 

Mr. DeWinp. Well, but you appointed or designated or suggested 
these particular brokers? 

Mr. Kier. Well, I designated or suggested, as you say, maybe two 
or three of them. They employed probably 25 of them. 

Mr. DeWinp. I thought we identified here a considerable number 
of maybe—— 

Mr. Kuern. You identified about five or six of them, sir, which I 
knew. 

Mr. DeWrnp. Mr. Lexier, Mr. Morris, Mr. Dechter, Mr. Roer, Mr. 
Rosenberg, Mr. Rakow, and Mr. Silver. 

Mr. Kuern. I said I knew them, sir. They were salesmen. 

Mr. DeWrinp. Were they not all designated as agents? 

Mr. Kern, They were by R. C. Williams, but I didn’t request the 
appointment of all of them. 

Mr. DeWrnp. They were your salesmen ? 

Mr. Kier. But I still didn’t request the appointment of all of 
them. 

Mr. DeWrnp. These were employees of yours at the time who were 
were designated. 

Mr. Kuer. Not all of them, sir. 

Mr. DeWrnpv. Which were not? 

Mr. Kern. Will you repeat the names? . 

Mr. DeWrnp. Harris Lexier. 

Mr. Kier. He was not an employee of mine. 

Mr. DeWrnp. You designated him, however? 

Mr. Kuern. I believe my brother did. 

Mr. DeWrnp. But you were the only person who had that right? 

Mr. Krier. But he could suggest to Irving Koerner or someone else 
in R. C. Williams Co. 

Mr. DeWinp. You had no part in it? 

Mr. Kern. I do not believe I did, sir. 

Mr. DeWinp. That was independently suggested by your brother? 

Mr. Kuern. I believe it was, sir. 

Mr. DeWrnp. I think that is contrary to the testimony you gave 
earlier. 
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Mr. Kxern. If it is, this is the—I don’t think it is. You have the 
record, Mr. DeWind, I don’t have it. 

Mr. DeWtnp. Then Mr. Morris was appointed by you? 

Mr. Kurern. Yes, sir, he certainly was. 

Mr. DeWrnp. Mr. Dechter was appointed by you? 

Mr. Kuern. No, Mr. Dechter was not appointed by me. 

Mr. DeWrnp. My recollection is that you said he was. 

Mr. Kuern. I don’t think so, Mr. DeWind. 

Mr. DeWrnp. Dechter you said was one of your salesmen. 

Mr. Kern. He is now, is what I said, sir. He may have been then, 
but I think he was working for the Candian companies. 

Mr. DeWinpv. Who nominated him as a broker? 

Mr. Kern. It could have been my brother, sir. Williams employed 
him. 

Mr. DeWrnp. You did not? 

Mr. Kern. No, sir. 

Mr. DeW1nv. How about Mr. Albert Roer? 

Mr. Kue1. No, sir. 

Mr. DeWrNp. He was one of your salesmen ? 

Mr. Kier. He was, but I didn’t nominate him. 

Mr. DeWrnp. You had nothing to do with his selection ? 

Mr. Ktern. No, sir. 

Mr. DeWrnp. How about Mr. Rosenberg? 

Mr. Kern. Yes, I may have suggested Mr. Rosenberg. 

Mr. DeW rnp. How about Mr. Rakow ? 

Mr. Kuern. No, sir. 

Mr. DeWrnp. He was one of your employees? 

Mr. Kurtn. He was not, sir. 

Mr. DeWrnp. Did you know Mr. Rakow? 

Mr. Kier. Yes, sir, he is a brother-in-law of my brother. 

Mr. DeWinp. He is a what? 

Mr. Kuiern. A brother-in-law of my brother. 

Mr. DeWrnp. But you had nothing to do with—— 

Mr. Kier. He is no relative of mine. 

Mr. Byrnes. You had nothing to do with his appointment ? 

Mr. Kern. I do not believe so. 

Mr. DeWrnp. How about Mr. Harry Silver? 

Mr. Kuer. Yes, sir, I suggested him. 

Mr. DeWrnp. Did you ever nominate or suggest Mr. Morris Alprin? 

Mr. Kietn. No, sir. 

Mr. DeWinv. Was he one of the brokers? 

Mr. Kier. I don’t know if he was, sir. 

Mr. DeWinp. Well, did Mr. Morris Alprin have business dealings 
with some of your companies ? 

Mr. Kuern. He drew the original contract, I believe, with Agencias 
Destiladores with R. C. Williams. 

Mr. DeWrnp. This contract with Williams under which you had 
this designated veto right? 

Mr. Kern. Yes, I believe that is right. 

Mr. DeWrnp. As a matter of fact, did not Morris Alprin obtain a 
tax opinion from Mr. Haas concerning the effects of this structure you 
had erected ? 

Mr. Kier. What structure, Mr. DeWind? 
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Mr. DeWrnp. This structure of foreign corporations. Did Mr. 
Alprin get an opinion from Mr. Haas concerning the effects of that, 
the tax effects ¢ 

Mr. Kuierw. Mr. DeWind, Mr. McGuigan has suggested that I point 
out there was only one company, not a structure, at that time. 

Mr. DeWinp. That was an opinion, was it not, dealing with the 
general problem of the effect of doing business in this fashion ? ? 

Mr. Kue1n. No, I think the opinion was not asked for on the general 
problem of doing business, but was asked on the basis of the contract, 
was it properly drawn, 

Mr. DeWrnp. Mr. Morris Alprin got such an opinion from Mr. 
Haas? 

Mr. Kier. Yes; Mr. Alprin is not a tax lawyer. 

Mr. DeWinv. He got that at your request ? 

Mr. Kure. I don’t recall, Mr. DeWind. 

Mr. DeWinv. You are familiar with that opinion letter, are you 
not? 

Mr. Kier. I remember there was such a letter, but I am not 
familiar with it, sir. 

Mr. DeWinp. The letter states at the start: 

I have been requested to give an opinion on the taxability under the Federal 
Internal Revenue Code of a proposed agreement between a foreign corporation 
organized under the laws of the Republic of Cuba and a domestic corporation. 

Mr. Kuiern. I recall something of that letter; yes, sir. I recall 
such a letter. 

Mr. DeWrnp. The date of that letter was April 17, 1944. You re- 
quested an opinion, did you not, from Mr. Alprin ¢ 

Mr. Kier. I don’t know whether I did it by verbal discussion or 
by letter. 

Mr. DeWinp. But it was one or the other ? 

Mr. Kiet. Yes. 

Mr. DeWixp. Now what, if any, other matters did you take care of 
in this country for the foreign corporations / 

Mr. Kier. I would say, other than what I have named, I don’t 
think of any, sir. 

Mr. DeWinp. You are sure you did not supervise any transactions 
or review the operations of any transactions, or in any way conduct 
any affairs for those corporations other than the ones you have 
mentioned ¢ 

Mr. Kuri. No, sir. 

Mr. DeWtinp. Did you ever discuss with the R. C. Williams Co. or 
any officials of R. C. Williams any matters relating to the shipment 
of liquor from Canada into the United States ? 

Mr. Kier. I don’t know what you mean by that. 

Mr. DeWrnp. Did you ever have any discussions with them con- 
cerning problems relating to the shipment of whisky brought by them 
from 

Mr. Kiery. Vancouver to the United States? 

Mr. DeWrnp. Yes. 

Mr. Kier. I don’t recollect that. 

Mr. DeWrnp. You have no recollection of vour discussing such 
problems with them ? 

Mr. Kien. No, sir; I do not. 
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Mr. DeWrnp. Can you be sure you did not? 

Mr. Kurrn. I couldn’t be sure, sir. 

Mr. DeW rnp. If they had any problems concerning shipments into 
this country with whom would they take them up ? 

Mr. Kuerx. With Vancouver, sir. 

Mr. DeWrinp. With what official would they take them up in 
Vancouver ¢ 

Mr. Kier. Any one of three people, sir. 

Mr. DeWinp. With three people: Your brother or Mr. Norgan or 
Mr. McLennan / 

Mr. Kuer. My brother or Mr. McLennan or with the trafhi 
manager. 

Mr. DeWrnxp. The traffic manager for which company ¢ 

Mr. Kier. For the shipping company. 

Mr. DeWinp. You mean Duncan Harwood / 

Mr. Kier. Yes, sir. 

Mr. DeWIUnNp. They were not the purchasers from Dunean Hat 
wood, they were buying from your Panamanian company; is that 
right ¢ 

Mr. Kierx. They were authorized to deal directly, sir, with Dun 
can Harwood Co. 

Mr. DeWrnp. So the actual conduct of business between R. C. Wil 
liams and the sellers was conducted with Duncan Harwood ¢ 

Mr. Krier. ( nly because of difficulties of wartime communieations. 

Mr. DeWinp. There was no reason or necessity to handle it direct 1\ 
with officials of the foreign corporations ; is that right ? 

Mr. Kuerm. Under normal circumstances, sir, that would have been 
the normal procedure. 

Mr. De Wrxp. Well, but it was not necessary. They were con 
ducted directly ¢ 

Mr. Kurern. For the reasons I have explained, sir. 

Mr. Kean. Difficulties in wartime communications ? 

Mr. Kier. Yes, sir. 

Mr. Kean. Between Cuba and the United States? 

Mr. Kier. Yes, sir. Mail was very slow and everything was cen 
sored, and it would take a long time before the mail would pass 
through the censors and be ultimately delivered. 

Mr. Kean. Mail from Cuba was censored ? 

Mr. Kuiein. Yes, sir. 

Mr. Kean. You could telephone, could you not ‘ 

Mr. Ki EIN. That was very difficult. 

Mr. DeWinp. They never took these matters up with you at all ¢ 

Mr. Kier. Which matters, Mr. DeWind ¢ 

Mr. DeWinp. The matters of shipment of liquor on any problems 
that arose. 

Mr. Kier. I don’t recall, Mr. DeWind. They may have. 

Mr. DeWrnp. Did they ever take up any other problems with 
you? 

Mr. Kier. No, sir, there wasn’t any problems to take up. 

Mr. DeWtnp. In view of what vou have said, Mr. Klein, can you 
explain why you should have had numerous and frequent and regulal 
telephone conversations with officials of R. C. Williams during this 
period ¢ 
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Mr. Kern. I don’t recollect, Mr. DeWind, whether I had numerous 
or frequent telephone conversations. After all, after you do business 
with a man ind the man is making money, it wouldn’t be unnatural 
for me or for them to telephone and say to me, “How are you? Busi- 
ness is good,” or “We are getting more business than we can handle,” 
or some words to that effect. 

Mr. DeWrnp. Do you think such communications would have been 
regular, frequent, and persistent during this period ? 

Mr. Kuern. I wouldn’t think there would be anything unusual in 
that. I would telephone my office every day. 

Mr. DeWinp. How about the H. Harvey Co. and Mr. Rosenberg? 
Would calls from the H. Harvey Co. deal with these same matters of 
“Business is good” and “Coming along fine”? 

Mr. Kter. I don’t know whether—I can’t speak for Mr. Rosen- 
berg, sir. 

Mr. DeWrnp. Are there any matters other than congratulations 
on the favorable state of business that would have been the subject of 
frequent and repeated persistent telephone calls between you and the 
Harvey Co. and Rosenberg through the R. C. Williams? 

Mr. Kier. Mr. McGuigan reminds me of the fact that Vancouver 
used to telegraph when a car was shipped, and that would mean that 
R. C. Williams established their letters of credit and they obtained 
documents from the bank. Now, they may have something to do with 
your frequent, persistent telephone calls in some measure. 

Mr. DeWrnp. There might be frequent need for checking the fi- 
nancing and carrying out of the financial arrangements with R. C. 
Williams? 

Mr. Kier. There would not have to be any need. They had a 
contract in which they had established letters of credit, but there may 
have been a number of shipments left the same day, and they may have 
been short in their letter of credit. I don’t recall, Mr. DeWind. 

Mr. DeWrnp. Do you remember being advised by Mr. Haas in a legal 
opinion to you 

Mr. Kurt. Yes, I do. 

Mr. DeWinp. On February 27, 1945, Mr. Haas in writing to Agen- 
cias stated: 





Let me state further as a practical matter that if instead of just performing 
the functions I described above, your president is in fact doing your business 
here, such as supervising the carrying out of your agreement with Williams, 
supervising the shipment of the merchandise from Harwood to Williams, and 
caring for the multitude of details which must be involved in these transac- 
tions, then you are doing business here and subject to tax here. My opinion is 
based solely on the facts which have been given me and which I have outiined 
above. 

Mr. Kiers. What are you inferring, Mr. DeWind? 

Mr. DeWrnp. I am asking you whether in fact you did engage in 
supervising shipments and supervising the carrying out of your agree 
ment with Williams and caring for the multitude of details which 
must be involved in these transactions. 

Mr. Kuri. The answer is “No.” 

Mr. DeWinp. Now, in 1945 when this opinion was given to you, 
did you pay any attention to it? 

Mr. Kier. I certainly did. 

Mr. DeWrnp. Did you alter or reduce your activities as a result of 
this opinion ¢ 
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Mr. Kurrn. No, there was no reason for me to alter them. I wasn’t 
doing anything more than—in fact, I was doing less than the opinion 
stated in the first place I could even do. 

Mr. DeWrnp. What was the occasion for obtaining this opinion 
in 1945 which was supplementary to the 1944 opinion? 

Mr. Kuery. One had to do with the drawing of a contract, sir; did 
it not ¢ 

Mr. DeWrnp. Well, did not the 1945 opinion result from the fact 
that you had found that you were engaging in a greater degree of 
activity than had been contemplated at the time of the first opinion ? 

Mr. KLEIN. No, Mr. DeWind., that is not a fact. I was coming to 
the end of my—coming to a taxable year, and I wanted to be positive 
that I was in no way involved in a taxable matter, and if I was, 
that I should be able to report it. 

Mr. DeWrnp. In this letter Mr. Haas says: 

The problem involved is whether the activities of your president have so 
moditied the facts 
that is, the facts referred to in his opinion of April 17, 1944— 
as to result in a finding that you are doing business here. 


Mr. Kurry. Mr. DeWind, you are only reading part of the letter. 
Would you please put the entire letter into the record? 

Mr. DeWrnp. Mr. Chairman, may both of these letters, the letter 
of April 17, 1944, and the letter of February 27, 1945, be made a part 
of the record 7? 

Chairman Kine. Without objection, that may be done. 

Mr. DeWinp. The first of those, Mr. Chairman, is addressed to Mr. 
Morris O. Alprin, 10) Lexington Avenue, New York, on the letter- 
head of Haas, Schlesinger & Mayers, certified public accountants. 

(The letter referred to is as follows: ) 

HAAS, SCHLESINGER & MAYERS, 
New York 17, N. Y., April 17, 1944. 
Morris QO. ALprin, Esq., 
Ve Tore, B. i: 

Dear Sir: I have been requested to give an opinion as to the taxability, 
under the Federa Internal Revenue Code, of a proposed agreement between 
a foreign corporation, organized under the laws of the Republic of Cuba, and 


a domestic corporation 


It is proposed that the Cuban corporation appoint the domestic corporation 
as its exclusive agent for the sale and distribution of a Canadian whisky, pro- 
duced by a Canadian corporation, and a proposed form of agreement has been 


submitted to me for suggestions. The agreement provides, among other things, 
that the domestic corporation be appointed exclusive agent for the sale of the 
Canadian whisky in the United States and sets out prices at which the whisky 
is to be sold, both to wholesalers and retailers. The merchandise is to be 
shipped from Canada, f. o. b. Vancouver, and title is to pass in Canada. Pay- 
ment is to be made in the United States through a letter of credit opened by the 
domestic corporation in favor of the Cuban corporation. 

This proposed transaction is covered by section 119 of the Internal Revenue 
Code. Paragraph e—2 of this section provides in part as follows: 

“Gains, profits, and income fron (2) the sale of personal property 
produced in whole or in part by the taxpayer without and sold within the United 
States, shall be treated as derived partly from sources within, and partly from 
sources without, the United States.” 

Regulations 111, section 29,119-12, provide a means of allocating income and 
expense of that portion of the gains, profits, and income derived from sources 
which are partially within the United States, if it appears that the taxpayer 
is engaged in trade or business in the United States. That question, as to whether 


* ; . 
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a taxpayer is engaged in a trade or business in the United States, depends upon 
where the sale of the product takes place. The United States Supreme Court 
in the case of Compania General v. Collector (279 U. S. 306) has decided that 
“the place of sale indicates the geographical source of the income.” If, there 
fore, the sale of this merchandise takes place within the United States, the rule 
If the sale takes place outside of the 


of section 119, Paragraph e—-2 applies. 
United States, then that section of the code does not apply and the Cuban cor 
poration would not be taxable on the profit from the sale of this merchandise 

The Bureau of Internal Revenue and the Board of Tax Appeals (now the Tax 
Court of the United States) are not in agreement to the rules which govern in 
determining when and where a sale occurs. In G. C. M. 13475, promulgated in 
December 1934, the Treasury Departinent ruled that where a Canadian corpora 
tion produced pulpwood in Canada and sold it to an American corporation, and 
all regulations as to prices, terms, and conditions with respect to the sale were 
settled in the United States by representatives of both companies, the contract 
being drawn in this country and signed here by the American company, the profit 
from the transaction represents income derived partly from sources within and 
partly from sources without the United States, notwithstanding that the con- 
tract was sent to Canada for signature of the officials of the Canadian company. 
However, the Board of Tax Appeals in the /’ast Coast Oil Company (31 B. T. A 
OS, affirmed C. C. A. 5, SOFS22, certiorari denied December 1936), stated as 
follows: 

“Respondent points to the contracts, which recite that the seller ‘hereby sells 
and agrees to deliver’ and the buyer ‘hereby buys and agrees to receive’ an amount 
of oil between specified maximum and minimum limits. But such terms are not 
necessarily controlling in a contract of sale. They do not necessarily evidence 
the actual consummation of the sale; they cannot transpose an executory con- 
tract covering unascertained goods into an instrument of present sale. Where, as 
here, it becomes important to determine just where and when a sale occurs, 
circumstances beyond mere recitals must be examined. Respondent points also 
to the fact that the contracts and the payments under them were made in this 
country, urging that here was the place of sale. Of course, the place of contract, 
the place of delivery and of payment, the terms of the agreement, and extraneous 
circumstances may each have a bearing. But the ultimate goal of the examina- 
tion of all such considerations is to ascertain when and where the title to the 
goods passes from the seller to the buyer. It is then and there a sale is consum- 
when and where property in the goods passes. when and where the inci- 
in the vendee. Such is the rule, long and firmly 


mated 
dents of ownership vest 
established.” 

A case quite similar to your own was decided in 1941 and appears to the writer 
to definitely settle the controversy The case is Ronrico Corporation Vv. Commis 
sioner (44 B. T. A. 1130). Petition for review dismissed C. C. A. 5, 1842. In this 
case the petitioner was a corporation organized under the laws of Puerto Rico, 
with its principal office in San Juan. In 1935, it entered into an agreement with 
McKesson & Robbins, Inc., wherein the latter was appointed exclusive agent for 
the sale of Ronrico rum in the United States. The petitioner agreed to sell the 
rum at prices c. i. f. Atlantic seaboard and further agreed to assist in populariz- 
ing this brand of rum by advertising the same in the United States, pursuant 
to which it established offices in this country for promotional and educational 
purposes. These offices were not permitted to accept orders for the petitioner, but 
they solicited orders for the rum on behalf of McKesson & Robbins. The peti- 
tioner had six directors, three of whom resided in Puerto Rico and three within 
the United States. It was not authorized to do business in any State in this 
country. The Treasury Department attempted to tax the Puerto Rican corpora 
tion on income from the sale of this rum. The court stated that the principal 
issue in this case was whether the petitioner, a foreign corporation, had a gross 
income from sources within the United States, and it was agreed between the 
parties that the place of sale indicated the geographical sources of the income 
under the ruling of Compania General, supra. The court made the following 
significant statements: 

“At the outset we may discard as without significance the circumstance that 
negotiations leading to, and the execution of the agreements, transpired in this 
country No sale was effected by these transactions; they were merely prelim 
inary to the actual sales * * *,” 

\fter quoting the East Coast Oil Company, supra, with the approval, the 
found that title to the rum had passed to McKesson & Robbins in Puerto 


eourt 
Rico, which consequently was the place of sale, and therefore, petitioner had 


no income from sources within the United States, 
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With this preliminary review of the law, I would like to call your attention 
to certain portions of the proposed agreement On page 1, the last recital 
provides for the placing of an order for 100,000 cases of whisky by the American 
company and the recital is carried out in paragraph fourteenth. In view of the 
court’s statement in the Ronrico case that “no sale was effected by these trans 
actions” it would appear to me that this particular transaction may well be left 
out of the contract which should provide merely for a general conduct of 


business, The order for 100,000 cases should follow the execution of the contract 
Paragraph fifteenth also beclouds the transaction It appears to me that 


final action in all matters should be taken in Cuba and not by the president, 
who, under the terms of paragraph fifteenth is “authorized and empowered to 
act for it and in its behalf While the president may desire to be informed of 
the business, notices should be sent to Cuba, although I can see no harm in the 
president receiving a cop) 

In view of the court’s statements in the East Coast Oil and Ronrico cases, the 
fact that (1) your agreements provide for payments to be made in the United 
States, and (2) there is a relationship between the Cuban and Canadian corpora 
t ion of the taxation of the Cuban corpora 


ons, have no bearing on the quest 
tion’s income. 

To summarize, my recommendations are as follows: 

1. Eliminate the recital on the first page of the agreement referring to the 
order for 100,000 cases of whisks 

”. Eliminate paragraph fourteenth from the agreement 
3. Modify paragraph fifteenth to provide that final action on all matters relat 
ing to the contract to be taken in Cuba, although the president may receive copies 
of the correspondence sent to Cuba 

4. After the contract is signed by the agent in the United States, send it t 
Cuba to be signed by the supplier 

Db. Have the agent, by separate instrument, send an order to Cuba for the 
100,000 cases to be accepted by the supplier in Cuba 

With the foregoing amendments to the contract, it is my opinion that the 
Cuban corporation would be considered a nonresident foreign corporation, not 


i 


doing business within the United States, and therefore, not subject to tax on its 
profits from the sale of whisky here. 

Let me again point out to you that the Treasury Department refuses to follow 
the court in this matter, and that it will require recourse to the courts to sustain 
the foregoing position in the event of unfavorable action by the Treasury 
Department 

Very truly yours 


Mr. DeW IND. The second of the letters is on the same letterhead 
addressed to Agencias Destiladores, S. A.. in Habana. Cuba. 
(The letter referred to is as follows: ) 


HAAS, SCHLESINGER & MAYERS, 
New York 17, N. Y., February 27, 1945 
AGENCIAS DPSTILADORES, S. A 
Habana, Cuba. 

Dear Strs: With further reference to the memorandum of agreement entered 
into between you and R. C. Williams & Co., Inc., dated April 18, 1944, I have 
heen requested to give an opinion as to the tax effect of your method of car 
rying out your end of the agreement in the United States. I have been informed 
that R. C. Williams & Co., Inec., orders merchandise direct from Duncan Harwood 
& Co., Ltd., in Vancouver, Canada: that when the merchandise so ordered is 
delivered to the freight yard in Vancouver, the Canadian corporation presents 

bill addressed to you and sends it together with the consulate invoice and 
railroad bill of lading to your president who maintains an office in this country 


He presents the two latter papers together with an invoice and a sight draft for 
the amount of the sale to the bank, collects the amount thereof for your account 
deposits these collect ms i i! necount in this country to yvour credit, and 
uses the funds to pay the Canadian corporation fliowing the balance o re 

in on deposit here I e been asked to give an opinion as to whether or 
not t s procedure will re making vou liable for United St s ( 

In this connection we t begin where I left off my opinis of Ap 17 
144 According to the terms of vour contract, nd as des bed more fully 
in said oninior tw ! pinion that you would be considered a nonresid 
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foreign corporation not doing business within the United States, and therefore 
not subject to tax on your profits from the sale of whisky here. The problem 
involved is whether the activities of your president have so modified the facts 
as to result in a finding that you are doing business here. I have made a 
thorough eXamination of all the decisions of the Tax Court and the Federal 
courts up to and including the United States Supreme Court and find no case 
directly in point. However, I have gathered from various sections of the law 
and various decisions of the courts the following: 

Regulation 64, section 137.51, provides that “the determination as to whether 
a foreign corporation is carrying on or doing business in the United States 
within the meaning of the code depends upon the particular facts of each case,” 
and it is further provided that recourse may be had to an examination of the 
capital stock tax regulations in order to determine whether a foreign corporation 
is liable for income tax as well. Regulation 64, section 137.31, covering the capital 
stock tax, provides “the term business is very comprehensive and embraces what- 
ever occupies the time, attention, or labor of men for profit. Accordingly, 
regardless of the nature of those activities, any corporation organized for profit 
and carrying out any of the purposes of its organization, is doing business within 
the meaning of the code.” 

Referring to the cases for a definition of the phrase “carrying out any of the 
purposes of its organization,” we find the following: In the case of McUoach v. 
Vine Hilland Schuylkill Haven Railroad Company (228 U. 8. 295), the taxpayer’s 
activities consisted of holding stockholders meetings, election of officers, mainte- 
nance of offices and clerical force, collection of rentals and other income, invest- 
ment of funds and payment of taxes, yet it was held that the corporation was 
not doing business, since it had leased all of its properties to others and was 
merely using its funds for investment purposes, which was not carrying on the 
business for which it was organized. In the case of Lewellyn v. Pittsburgh B. € 
L. BE. R. Company (222 Federal 177), the court discusses the question of doing 
business and it decided that the primary purposes for which the company was 
incorporated Was the transportation of persons and property. When it was doing 
that it was conducting business; everything it did leading up to that activity 
was not doing business and it might be inferred that anything done after that 
point also was not doing business. In an opinion rendered in 1933, counsel for 
the Treasury Department stated that mere investments in the United States by a 
foreign corporation did not constitute carrying on or doing business in the 
United States, and it has been held that the mere receipt of income from property 
did not constitute engaging in business (McCoach, supra). 

I might go on to cite other Federal cases in which a fine distinction is made 
as to what actiivties constitute doing business or carrying out the corporate pur- 
poses and what activities are excluded from that definition. In all of the opinions 
of the Supreme Court which I have read I find this general rule has evolved: 
that any activity beyond the mere receipt of income from property and the pay- 
ment of administration expenses incidental to the receipt and distribution thereof, 
constitute carrying on or doing business. In applying this principle to your 
case, it is obvious that your purpose for existence is the sale of whisky; that 
once the whisky is sold you have accomplished that purpose. Anything which 
may be done thereafter which is not in furtherance of that purpose, would not con- 
stitute a part of your essential activities. Since, in my opinion of April 17, 1944, 
I concluded that your income was derived in Canada, it would appear that 
once the Canadian corporation has made delivery to the freight yard, your profit- 
making activities have ended. The incidental activity which is required there- 
after to collect the proceeds of the sale and disburse them, in and of themselves 
would not constitute the doing of business. The entire corporate purpose, to 
wit, the order, the delivery, and the payment represent together those processes 
which you perform in carrying out the purpose of your charter. Divorcing 
therefrom the final step, i. e., the receipt of the income, which while to you is 
rather important is merely incidental in the eyes of the law, could not constitute 
the carrying out of the purpose of your corporation. It is my opinion, therefore, 
that if the sole activity of your president in this country is the presentation of 
papers to a bank for the purpose of collecting your income and the payment out of 
those collections of expenses and the cost of merchandise, then you are not doing 
business in the United States and are not subject to tax in this country. 

Let me caution you for the second time that the Treasury Department is not 
fully in accord with these principles and you may be required to resort to the 
courts to sustain them. Let me state further as a practical matter that if instead 
of just performing the functions I described above, your president is in fact 
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doing your business here, such as supervising the carrying out of your agree- 
ment with Williams, supervising the shipment of the merchandise from Harwood 
to Williams, and caring for the multitude of details which must be involved in 
these transactions, then you are doing business here and subject to tax here. 
My opinion is based solely on the facts which have been given me and which 
I have outlined above. 
Very truly yours, 
Maurice A, Haas. 

Mr. Kier. And, Mr. DeWind, would you at the same time put in 
the opinion of Mr. Henry Burke, also a lawyer and a tax consultant. 

Mr. DeWrnp. If vou have a copy of such a letter I would see no 
objection to it. 

Mr. McGuigan. It was given to you. 

Mr. DeWrxp. Mr. Chairman, I have never seen this document be- 
fore, al dl subject to consideration by the committee, do you w sh to 
recetve it now for poss ble inclusion in the record ¢ 

Chairman KING \\ itho it object on t will be sO received. -| he 
order then is for the inclusion of the two letters mentioned by you, 
Mr. Counsel: is that correct ? 

Mr. DeWrnp. That is right. 

Chairman Kine. All right. 

Mr. MeGt GAN. Is that three, Mr. King? 

Chairman Kina. Two letters without que stion. 

Mr. McGuiean. I see. 

Chairman Kine. And one that will be approved later. 

(Upon consideration bv the subcommittee, the inclusion of the fol- 
lowing letter was ordered :) 

BALTIMORE, March 6, 1945 
AGENCIAS DESTILADORES, 8S. A., 
Hab vd, Cuba. 

Dear Strs: As requested by you, I am submitting below my opinion with respect 
to the status of the Agencias Destiladoras, S. A., 411 Aguiar Street, Habana, 
Cuba, under the income tax laws of the United States 

Agencias Destiladoras, S. A., according to the information submitted, is a 


corporation organized under the laws of the Republic of Cuba. For the purposes 
of the Internal Revenue Code of the United States, it is classified as a foreign 
corporatior \ foreig orporation is one Which is not domestic,” and a 
domestic corporation in turn is a corporation “created or organized in the United 
States or under the laws of the United States, or any State or Territory.” This 


definition is found in section 3.797 of the Internal Revenue Code Since your 
company was not organized under the laws of the United States or any State or 
rerritory, it should be classified as foreign 

With respect to foreign corporations, a further division is made between resident 
and nonresident corporations Resident corporations are those considered as 
‘engaged in trade business within the United States.” Nonresident corpora- 
tions are those “not engaged in trade or business within the United States,” but 
who are, nevertheless, taxable on income “from sources within the United States.” 
The question whether your company derives income from sources within the 
United States and whether it is a resident or nonresident corporation will depend 
upon the same facts. If there is no taxable income derived from sources within 
the United States, we may safely conclude that the company is not engaged in 
any trade or business within the United States. Only if there is taxable income 
need we face the other problem as to whether the company is resident or non- 
resident. The disposition of the income question in the negative will, therefore, 
dispose of the question of residence. 

At present the income of your company is earned principally in connection 
with sales made under the terms of the memorandum of agreement of April 18, 
144, entered into by your company and R. C. Williams & Co., Inc., a corporation 
duly organized under the laws of the State of New York, U. S. A. The question 
is presented whether or not under the terms of this agreement the profits resulting 


from the sales constitute income from sources within the United States 
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The agreement states that your cOmpany is the exclusive agent of Duncan 
Harwood & Co., Ltd., of Vancouver, Canada, for the sale and distribution of 
“Harwood's,” and that R. C. Williams & Co., Inc., are appointed as your exclusive 
distributing agent for the sale of the brand “Harwood’s” in the United States 
The memorandum of agreement further establishes the method of determining 
prices and of handling the merchandise. In addition to other provisions relating 
to the method of distribution and geographical allocations of the merchandise, 
the agreement also provides for the mechanics of payment by R. C. Williams & 
(o., Inc., to your company or its banker. For our purposes, the important 
provisions are contained in the seventh, eighth, and eleventh paragraphs of the 
memorandum of agreement, which provide as follows: 

“Seventh: It is understood and agreed that title to all shipments from the 
Supplier to the Agent shall pass f. o. b. Vancouver, Canada, and the Agent as 
sumes all risk of loss after the merchandise is loaded on railroad Cars at Van- 
couver, B. C., and a railroad bill of lading is issued for such shipment. 

“Eighth: All importations into the United States shall be in the name of the 
Agent which shall make all customs entries therefor. The Supplier, at its cost 
and expense, shall attach a strip or add to the label words as follows: 

Imported by R. C. WititaAMs & Co., INc., 
265 Tenth Avenue, 
New York, N. Y., 
Sole Avent for the U. S. 
Where. State laws make it necessary to affix a strip or label showing the name 
of the licensee in the said State, same shall be affixed by the Supplier at the 
Supplier's cost and expense, on the written instructions of the Agent, such strip 
or label to contain the name of the wholesale customer of the Agent in such 
State. Whenever whisky is already cased, in such event the customer of the 
Agent, pursuant to the laws of the State in which the customer is located, shall 
x his own strip or label at his on cost and expense. 
“Eleventh: Notwithstanding the maximum prices set forth in the order of 
the Office of Price Administration hereinbefore set forth, the Agent agrees that 
t will make sales of “Harwood’s” to wholesalers on the following basis 
$20.77, net, per case, f. o. b. Vancouver, Canada, in bond, which price is 
made up of the total of 
(a) cost of $19.05, 
(>) strip stamps of 12 cents, and 
(«) profit of $1.60, 
and that all sales to wholesalers will be at a price not to exceed the said 
price of 820.77 per case; the wholesaler (when goods are already cased) 
to affix State stamps where required, at his own cost and expense. 

“Sales to monopoly States shall be made on the same basis, except for an 

increase to cover cash discount and the cost of affixing State seals where 


necessary and required.” 

The principal issue presented in the determination of whether or not your 
company is subject to income tax in the United States on profits made on sales 
to R. C. Williams & Co., Ine., will depend on whether or not these sales result 
in income from sources within the United States. Since the contract with R. C. 
Williams & Co., Inec., is a contract of sale, the profit is considered as “income 
derived from the purchase and sale of personal property.” Such income is 
“treated as derived entirely from the country in which sold” (sec. 29.119—S of 
regulations 111). 

This prevision in the regulations then presents the question as to whether 
sales made under the terms of the Williams agreement are, or are not, to be 
considered as sales made within the United States. The determination of where 
the sale is made is governed primarily by the laws of sales rather than the 
income tax laws, but the income tax cases involving questions of this type have 
accepted the general legal theory that the “place of sale” controls, and the sale 
is regarded as made at the point where title passes to the buyer. Under the 
of the Williams agreement quoted above, title passes to the buyers 


provisions 
when the merchandise is consigned to them in Canada. The sale and the re 
sulting income are regarded as derived from outside the United States and, 
therefore, not subject to income tax of the United States. 


\ set of facts similar to those present in your operations under the Williams 


agreement were presented in the case of the Ronrico Cerporation (44 B. T. A 

1M This case involved the arrangements under a written agreement with 

VMeIKwesson & Robbins, Inc., as agent for the distribution of Ronrico rum in the 

United States Che Board of Tax Appeals, in its opinion, described the char- 
} ' my 


jourd said 


ter f the transaction and also discussed its legal status rhe I 
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in part as follows: “the seller shall place the goods to be sold aboard a common 
carrier, prepay the freight, procure proper insurance on the goods, deliver the 
bill of lading to the buyer, and coliect a lump sum which includes freight and 
insurance costs which the seller has paid. Under such contracts, title to the 
goods and the risk involved passed to the buyer at the point of shipment provided 
the shipper has complied with the requirements set out. * * * The buyer is 
obligated thereupon to pay the agreed price when the documents are delivered 
to him in proper fori, even though they shall arrive before the goods” (p. 1134) 
The Ronrico case was contirmed by the Board of Tax Appeals in the case of 
The Bxolon Company (45 B. T. A. 844) 

The question as to whether other factors such as the place of contract, the 
place of delivery, the place of payments, the terms of the agreement, or other 
eXtraneous circumstances may have a bearing on the determination of the case 
have been considered in various cases by the Board of Tax Appeals and the 
courts. They appear to be entirely in agreement that the sole issue is the 
‘place of sale” and that the other factors are immaterial. 

In the case of Commissioner of Internal Revenue v. East Coast Oil Company, 


S. A. (8 I (2d) 322), the court held that the mere execution of the contract 
did not result in profit The earning of the profit was inseparably bound up with 
the passing of title to the buyer. Discussing both f. o. b. and ¢. i. f. contracts 
the court said “it is well settled that under either form of contract title to the 


goods passes from the seller to the buyer on delivery of the goods to the carrier 
and delivery to the buyer of the bill of lading and other documents essential 
to show the sale.” 

In view of the foregoing cases, it appears that under your memorandum of 
agreement with R. C. Williams & Co., Ine., the sale would be considered com- 
pleted in Canada and, therefore, does not give rise to taxable income within 
the United States 

It is my opinion, in view of the foregoing, that Agencias Destiladoras, S. A., 
a corporation duly organized under the laws of the Republic of Cuba, is a non- 
resident foreign corporation with respect to the Internal Revenue Code of the 
United States, and that it derives no income from sources within the United 
States under the terms of its agreement with R. C. Williams & Co., Ine. 

Very truly yours, 


Mr. DeWinxv. This opinion letter from Mr. Burke, which is dated 
March 6, 1945, comes within a few d iVs of the second Haas opinion. 
What was it in the spring of 1945, in February or March of 194 
which led you to vetting two different opinions on the legal effect of 
these things / 

Mr. Kurix. Mr. DeWind, my only response to that would be that 
| Was a cautious nda vidual. l Was attempting to be sure that if i 
owed any taxes I w is going to pra them on due cate. 

Mr. DeWixp. Who is Mr. Burke? 

Mr. Kuri. He is an attorney and in a firm of accountants, certi- 
hed public accountants, with the firm of Burke, Lansburg & Gerber 
ae Baltimore. 

Mr. DeWinp. Was Mr. Burke your regular counsel at that time? 
Had he represe nted you in other matters ? 

Mr. Kriein. He had been doing the books of my company and a 
prede essor company for ever since I came to Baltimore. That would 
| 


1H 
LeJeded. 


ve In 1954 or 

Mr. Dy WHINp. Myr Chairman, | have ho further questions of Mr. 
Kle li as far as I am concerned. Unless the committee has furthe r 
questions I was voing to suggest that he might be exec sed, remainil oO 
subject to the subpena. 

Mr. Kean. I have a few questions that I can perfectly well ask him 
now, 

Mr. Klein, did you at any time receive any suggestion, directly or 
indirectly, from anyone in the Government or outside of the Govern- 
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ment, that by any payment to anyone or any other action on your 
part this tax case might be settled ¢ 

Mr. Kiet. No, sir; positively not. 

Mr. Kean. I would also like to comment a little, if yon are leaving 
the stand. I am not passing on the legality of these very complicated 
transactions as far as the taxes are concerned with these foreign cor- 
porations, but I have the firm opinion that if they were legal in 
avoiding regular income taxes they should not have been. It seems 
to me that the full Ways and Means Committee should consider 
amending the tax laws to prevent the avoidance of taxes by this type 
of transaction. I should state also that, during the hearing on the 
tax bill last year, when the matter of the Casey transaction was pub- 
lic knowledge, I suggested and urged the Treasury Department 
that they consider a proposed amendment to the law which would pre- 
vent this type of transaction in the future. So far they have been 
completely silent and have suggested nothing. 

Mr. McGuiean. Mr. Kean, could I draw this distinction, if I may: 
That these transactions began as foreign transactions. They involved 
the Canadian whisky and companies three-quarters Canadian owned. 
If Mr. Klein had never come into the picture they never would have 
been subject to the tax. They would have sold in Canada to an im- 
porter f.o0.b. Vancouver. Those transactions have never been taxable 
here either under the statute or the East Coast Oil case. The only 
thing that happened is he bought a minority interest in a foreign 
operation. 

I agree with you on this general problem, but this is not that pat- 
tern. This started out as a foreign transaction which, unfortunately, 
because one American stuck his nose into it, comes in here. 

Mr. Byrnes. Did the R. C. Williams Co. know that you were con- 
nected with this Cuban and the Panamanian corporations ¢ 

Mr. Kier. I am sure they did, Mr. Byrnes. 

Mr. Byrnes. Did they know that that Cuban corporation, for in- 
stance, was not doing any business except primarily the sales to 
Williams? 

Mr. Kier. I wouldn’t know, sir. 

Mr. Byrnes. You do not know to what extent they knew of the gen- 
eral arrangement of the Cuban company and the Canadian company ? 

Mr. Kier. No. I wouldn’t think they would have any knowledge 
of that. 

Mr. Byrnes. They did not know about the interlocking directorates 
or anything like that? 

Mr. Kxery. I don’t think so. 

Mr. Byrnes. You never discussed it with them ? 

Mr. Kern. No, sir. 

Mr. Byrnes. All they knew as far as you are concerned was that 
they were buying from a Cuban company but that fundamentally the 
delivery was being made from Canada? 

Mr. Kurtn. Yes, sir. 

Mr. Byrnes. And they knew that you were interested in the Cuban 
company ? 

Mr. Kern. Yes, sir. 

Mr. Byrnes. That is all. 

Mr. DeWrnp. Might I ask you one or two more questions? 

Chairman Krne. Yes. 
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Mr. DeWrnp. Mr. Klein, how long were the bank accounts of these 
companies maintained in the United States, that is, the Cuban and 
Panamanian companies? 

Mr. Kuie1n. Throughout the period of operation, Mr. DeWind. 

Mr. DeWrnp. When were they closed ? 

Mr. McGutean. The end of 1946 or the beginning of 1947, I just 
don’t remember. 

Mr. DeWinp. Were they closed just before or just after the sale of 
your stock? 

Mr. Kuern. It could well be, sir. I don’t have any recollection. 

Mr. DeWrnp. Mr. Klein, in the conduct of this case by the Treasury 
Department, have the representatives of the Department taken up 
with you the question of your activities in this country in detail ? 

Mr. Kier. They have with my counsel, sir. 

Mr. DeWrnpv. Have you been questioned concerning the nature 
and extent of those activities ? 

Mr. Kuery. Through my counsel, sir. 

Mr. McGutean. We have submitted affidavits, Mr. DeWind. 

Mr. DeWrnp. Affidavits of Mr. Klein? 

Mr. McGuiean. Yes. 

Mr. DeWrnp. Which go into those matters in detail? 

Mr. McGutcan. Yes, sir. 

Mr. DeWrnp. Has Mr. Klein been questioned directly concerning 
them 

Mr. McGuican. No, sir. 

Mr. DeWrnp. How were those affidavits prepared ? 

Mr. McGuiean. Mr. Kilcullen and I drafted them. 

Mr. DeWinp. Were they affidavits designed to answer specific ques- 
tions put by the Treasury Department ? 

Mr. McGuiean. Both, I mean both that and general affidavits. 

Mr. DeWinp. Now, how were these questions submitted by the 
Treasury Department ? 

Mr. McGuican. They were submitted in the form of interrogatories 
and oral questions. 

Mr. DeWrnp. Oral questions put to you? 

Mr. McGuiean. Put to us; yes, sir. 

Mr. DeWrnp. They got the answers to those and written interroga- 
tories ? 

Mr. McGoiean. That is right. 

Mr. DeWrnp. Did those written interrogatories relate to the scope 
and detail of the activities carried on in this country by Mr. Klein 
and Rosenberg or anybody else ? 

Mr. McGuiean. They probably did. In other words, between the 
oral questions and the written ones it was covered. Whether it was 
specifically among the written questions I would have to look. It 
srobably was. I am almost positive, but I would have to look. They 
ne it, anyway, either volunteered or in answer to specific questions. 

Mr. DeWrnp. That is all, Mr. Chairman. 

Chairman Kine. Mr. Klein, it would perhaps be well for you to 
remain this afternoon. That will be your own choice, however, and 
vou are to be excused, but for some time, I cannot at the moment say 
how long, you will be subject to the call of the committee. Have you 
any plans, so that that might greatly inconvenience you? 

Mr. Kiern. I was hoping to be able to go home, sir. 


-™ 
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Chairman Kine. Home, I think that would be all right. 

Mr. DeWinp. You are referring to going back to Los Angeles? 

Mr. Kier. That is right. I have not been home in 5 d: tys, I think, 
this year, sir. 

Mr. DeWrnp. I would suggest that we work that out with Mr. Klein 
in a mutually satisfactory manner, Mr. Chairman. 

Chairman Kine. Very good. 

Mr. Kurtw. Mr. DeWind, would you discuss it with Mr. McGuigan 
then, and if it should be necessary at some time that you might want 
to recall me—— 

Mr. DeWrnp. I feel confident we can work out an arrangement 
that will permit you to get back to Los Angeles. 

Mr. Kuri. Thank you very much. 

Chairman Kine. There is one other thing, Mr. Klein: | realize 
that it is a littl rough on a citizen to come before a committee of 
this mpl and I want you to know that I, at least, am always sym- 
pathetic with businessmen who find themselves in difliculties that make 
it necessary to appear before a House or a congressional committee. 

But in a tense moment this morning you employed the word 
“badger,” evidently referring to the method of questioning that coun- 
sel for the committee was using. 

Mr. Kuri. I withdraw that remark. Probably at the moment I 
had that feeling, but I withdraw it. 

Chairman Kine. I can quite understand that. I believe, Mr. Klein, 
that you have all of the attributes, in my estimation, of an intelligent 
and widely experienced man. 

Mr. Kurtin. Thank you, sir. 

Chairman Kine. And I might add, too, that you have been a very 
responsive witness. 

Mr. Kiem. Thank you, Mr. Chairman. 

Chairman Kine. However, I believe that you will admit that cer- 
tain phases of this case, particularly that phase that Mr. DeWind was 
being persistent about that brought about your use of the word 
“badger,” represents about as unique an instance of operations as most 
of us on the committee have ever heard of, let alone experienced or dealt 
with, namely, the fact that persons without authority would choose 
to do a most irregular thing and inject themselves into matters that 
had no interest whatever to them, or ostensible interest, and in cases 
where these men with their experience, being attorneys at law, knew 
full well the possible consequences of their unauthorized interjec- 
tion. It just, I believe, occurred to Mr. DeWind—and certainly I 
know that I felt a deep curiosity—to press this as persistently as pos- 
sible to attempt to elicit something from you that might give some 
reasonable basis for such a unique or unusual action. ‘So IT am 
sure that you were a little distressed at the time or you would not 
have used the word “badger,” because in our committee’s history it 
has not been used by men of your standing and intelligence. 

Mr. Kuers. Thank you, sir. 

hairman Kine. So with that, the committee will recess until 
p. m. 

(Whereupon, at 12:35 p. m., the committee was recessed, to be re- 

convened at 2 p.m. the same day.) 


; 
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AFTERNOON SESSION 


Chairman Kixe. Come to order. Mr. Levy, please. 

Will you be sworn, please ¢ Do you solemnly swear that the testl- 
mony you will give will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Levy. I do. 

May I ask the chairman. please, if there are any pictures to be taken, 
] prefer to have them taken now so I will be able to testify without 


the clare. 
TESTIMONY OF I. ALFRED LEVY, NEW YORK, N. Y. 


Mr. DeWinp. What is your full name? 

Mr. Levy. I. Alfred Levy. 

Mr. DeWinp. You are an attorney, Mr. Levy ? 

Mr. Levy. I am. 

Mr. DeWinp. What is your office address ? 

Mr. Levy. 8 West Fortieth Street, New York City. 

Mr. DeWinp. Are you a member of a firm, Mr. Levy, or do you 
practice by yourself ¢ 

Mr. Levy. A member of the firm of Dorff & Levy. 

Mr. DeWinpb. What was the name? 

Mr. Levy. Dortf & Levy. 

Mr. DeWinpv. Mr. Levy, vou are in a partnership with William 
Powe Maloney 4 

Mir. Levy. I am 

Mr. DeWinxp. How long have you and he been partners ¢ 

Mr. Levy. Since 1946: May of 1946. 

Mr. DeWinp. Was that the time that Mr. Maloney left the Depart 
ment of Justi ef 

Mr. Levy. That is correct. 

Mr. DeWinpv. How long have you known Mr. H. H. Klein ? 

Mr. Levy. Around 8 or 9 years, thereabouts. 

Mr. DeWrnp. Eight or nine years / 

Mr. Levy. Or thereabouts. 

Mr. DeWinp. How did you come to meet him ? 

Mr. Levy. I couldn't tell you. I don* recall it. 

Mr. DeWtnp. Did vou meet him socially ¢ 

Mr. Levy. Yes, socially. 

Mr. DeWinp. Have you ever acted as attorney for Mr. Klein in anv 
matters ¢ 

Mr. Levy. Never 

Mr. DeWinp. He has never paid you a fee for any representation / 

Mr. Levy. Never. 

Mr. DeWrnp. Have you ever represented any companies in which 
Mr. Klein has had an interest ? 

Mr. Levy. Never. 

Mr. DeWtrnp. Specifically the H. Harvey Co. ? 

Mr. Levy. Never. 

Mr. DeWixp. When did Mr. Klein—— 

Mr. Levy. Wait a minute. He may own stock in some company 
I represented, a public company ; that I don’t know. 
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Mr. DeWinp. You know of none? 

Mr. Levy. No. 

Mr. DeWrnp. You are sure you don’t represent any organization 
in which he has a major interest ? 

Mr. Levy. No; I am sure of that. 

Mr. DeWrnp. When did Mr. Klein first discuss with you a tax case 
brought against him by the Bureau ? 

Mr. Levy. In 1948, I think. It was after the jeopardy assessment 
that has been imposed upon him. 

Mr. DeWtnp. That jeopardy assessment was imposed on March 3, 
1948. Would it have been at or about that time? 

Mr. Levy. It was later than that. I don’t recall, Mr. DeWind. I 
have no independent recollection of just when he told me about it. 

Mr. DeWinp. Are there any events that occurred at about that 
time, by which you can identify when he spoke to you? 

Mr. Levy. No, sir. 

Mr. DeWtinp. What did Mr. Klein tell you about this tax case when 
he first spoke to you? 

Mr. Levy. He came up and complained bitterly that he paid $1,- 
200,000 or finished paying $1,200,000 in February, and March they 
slapped a jeopardy on him on the ground that he was going to leave 
the country. He told me at that time he didn’t owe them any tax. 

Mr. DeWinv. When he told you that, did he tell you or did you 
gather from what he stated this was something that had just hap- 
pened to him? 

Mr. Levy. Yes; I didn’t know anything about it. 

Mr. DeWrnp. This was a recent occurrence at the time he spoke to 
you? 

* Mr. Levy. I don’t recall. I can’t tell from that. I know he told me 
they slapped a jeopardy about a month or a month and a half after he 
paid his money. 

Mr. DeWrnp. Were you and Mr. Klein at that time closely ac- 
quainted ? 

Mr. Levy. Yes. 

Mr. DeWrxp. You saw each other frequently? 

Mr. Levy. Whenever he was in town. How frequently that was— 
he was in Baltimore. When he came to New York, I would have 
lunch with him at least once, in New York. 

Mr. DeWrnp. So you saw him quite frequently ? 

Mr. Levy. No. 

Mr. DeWrnp. No? 

Mr. Levy. No; he didn’t come regularly. I couldn’t tell you how 
often I saw him. 

Mr. DeWrnp. Would you say you would see him four or five times a 
year or more frequently than that ? 

Mr. Levy. I think more frequently than four or five times a year. 

Mr. DeWrnp. Did he first bring up this matter of a jeopardy as- 
sessment at a luncheon meeting with you? 

Mr. Levy. I don’t recall. He complained. 

Mr. DeWrnp. When Mr. Klein was in New York, did he generally 
come to vour office to meet you for lunch, or did he meet you outside 
of the office? 

Mr. Levy. He usually would either come to the office or call up and 
make a luncheon date when he was available, and if I was available. 

















INTERNAL REVENUE INVESTIGATION 3099 


Mr. DeWrnp. At this time when he first brought up his jeopardy- 
assessment problem, did he tell you any details beyond what you have 
said ¢ 

Mr. Levy. No, sir. 

Mr. DeWinp. Did he tell you that he had been assessed for fraud 
penalties ? 

Mr. Levy. I didn’t hear. 

Mr. DeWinp. Did he tell you he had been assessed for fraud 
penalties ? 

Mr. Levy. No. 

Mr. DeWinp. Just $7,000,000 of taxes ? 

Mr. Levy. $6,000,000, I think, was the figure he told me. 

Mr. Byrnes. Did you ask him about the details ? 

Mr. Levy. No, sir. 

Mr. Byrnes. You just heard his story that he had a jeopardy as- 
sessment ¢ 

Mr. Levy. And he was bitter about it. 

Mr. Byrnes. You did not ask about details? 

Mr. Levy. No, sir. 

Mr. DeWinv. What did you say to Mr. Klein about his case? 

Mr. Levy. Nothing. 

Mr. DeWinp. There must have been some response. 

Mr. Levy. I said it was too bad. 

Mr. DeWrinp. Did you offer him any suggestions ? 

Mr. Levy. No,sir; he had lawyers. 

Mr. DeWinp. Did he tell you he had lawyers handling the case ? 

Mr. Levy. I don’t recall ; but I assume he had lawyers. 

Mr. DeWrnp. Did he ask you whether there was anything you 
thought he could do about it ? 

Mr. Levy. No, sir. 

Mr. DeWrnp. He never sought any advice or suggestions from you 
in any way / 

Mr. Levy. No, sir. 

Mr. DeWinp. Did you ever suggest to him there was anything you 
might be able to do for him ? 

Mr. Levy. No, sir. 

Mr. DeWrnp. At that time did you have any idea that you would 
or might be able to do something for him ¢ 

Mr. Levy. No, sir. 

Mr. DeWinp. I wish we could establish as closely as possible in 
point of time when he first spoke to you. 

Mr. Levy. Mr. DeWind, you asked me that in executive session, or 
somebody did. I can’t. 

Mr. DeWrnp. You have not been able to establish that? 

Mr. Levy. It was nothing to me, except a friend of mine was in 
trouble. But as to the chronology of it, I can’t for the life of me 
place any date. 

Mr. DeWinp. I appreciate the difficulty of pinning a precisé date, 
but isn’t there somewhere we can get it close? 

Mr. Levy. I tried after the executive session. I can’t place any- 
thing. 

Mr. DeWrnp. Eventually, Mr. Levy, you got the idea you might be 
able to be of assistance to Mr. Klein? 
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Mr. Levy. No; I never did think of the idea or formulate any idea 
in my mind. What I did was done spontaneously, and that is all. 

Mr. DeWrnxp. Did you talk to anybody about Mr. Klein’s difficulties 
that he had told you about ? 

Mr. Levy. Yes. 

Mr. DeWinp. With whom did you speak ¢ 

Mr. Levy. I talked with Mr. Oliphant. 

Mr. DeW inp. Did you ever speak to anybody else about it ¢ 

Mr. Levy. I think I spoke to Mr. Grunewald or told him about it, 
but Lam not 100 percent sure on that, either. 

Mr. DeWinp. Did you ever tell anybody else about it? 

Mr. Levy. Mr. Maloney, I did. 

Mr. DeWrixpv. Which of these people did you first tell ? 

Mr. Levy. I couldn’t tell you. 

Mr. DeWrnp. At or about the time that Mr. Klein first mentioned 
this case to you, was Mr. Maloney ever with you ¢ 

Mr. Levy. When he first mentioned it to me, was he ever with me? 
Mr. DeWrnp. Around that time, was Mr. Maloney with you, when 
you met Mr. Klein ¢ 

Mr. Levy. I don’t recall. Idon’t know. If he was in the office and 
Maloney came in to my oflice—I couldn't tell you. There was nothing 
significant to this thing as far as the oflice or my business was con- 
cerned. It was a gratuitous innocent step that I teok; that is all. 

Mr. DeWinp. What did you ever say to Mr. Maloney about this 
case ¢ 

Mr. Levy. I said to Mr. Maloney one day—when it was, I don’t 
know—“Bill, you know a lot of people in Washington. This fellow 
is complaining about not being able to sit down and settle, and his 
business is being ruined.” 

Mr. Chairman, may I ask you again not to have photographers take 
pictures of me? It unnerves me. I just can’t do it. 1 will give them 
all the photographs after I testify, and all poses. 

Chairman Kine. Very well. No more photographs. They might 
take you up on that. 

Mr. Levy. That will be all right, too. 

Mr. DeWinp. You mentioned it to Mr. Maloney, but vou couldn’t 
establish when ? 

Mr. Levy. I said, “Bill, this poor devil is really being crucified.” 

I don’t know the substance of it—“He doesn’t seem to be getting 
anywhere. You know a lot of people in Washington. Why don’t you 
see if they can bring about a meeting so they can sit down and settle 
the case, if you can do it when you are in Washington ?” 

Mr. DeWrnp. Could you read that answer, Mr. Reporter? 

(The record was read by the reporter. ) 

Mr. DeWinxp. Did you speak to Mr. Maloney shortly after Mr. 
Klein spoke to you for the first time, or was it later? 

Mr. Levy. I couldn't tell von, Mr. DeWind. The chronology of it is 
bevondl me. I honestly tried to reconstruct the whole thing. I ean’t. 

Mr. DeWinpv. Did Mr. Klein discuss the matter with you frequently ? 

Mr. Levy. Every time he saw me he complained about it—or almost 
every time. He was getting nowhere and he couldn't do his business. 

Mr. Byrnes. What did he say he meant by “getting nowhere”? 

Mr. Levy. He couldn’t sit down and seriously talk settlement with 
the Bureau. , 
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Mr. Byrnes. Did he tell you that he or his attorneys had been trying 
to get a conference and had been denied a conference ¢ 

Mr. Levy. No: he didn’t give me any details. 

Mr. Byrnes. What do you mean by saying that it was impossible 
for him to get an audience with the Bureau ¢ 

Mr. Levy. I asked him: “How are you doing!” Ile would say 
“I am getting nowhere fast.” That is the substance of it; not the 
verbal part of it 

Mr. DbeWrxp. Did he say he was having trouble making contact with 
the Bureau ? 

Mr. Levy. No: he never gave me any details. 

Mr. Byrnes. I don’t understand what you mean when you told Mr. 
Maloney that maybe he could make a contact for him i in Washington. 

Mr. Levy. Just what I said, that I told Mr. Maloney, “Bill, when 
you are in Washington—you know some people—can't you get them 
to sit down with this poor fellow and try and str aighten out the 
matter?” 

Mr. Byrnes. Did you have any information they were not sitting 
down together / 

Mr. Levy. Yes. He was telling me they were getting nowhere. 

Mr. Byrnes. Did you have any information they were not in dis- 
cussions together ¢ 

Mr. Levy. I had no specific information whatsoever. He never 
specifically told me anything as to what was going on. It was a gen- 
eral complaint and a general statement that he was getting nowhere— 
or words to that effect. 

Mr. Byrnes. What made you think it would be advisable or helpful 
to him if somebody could m: ake a contact for him with some ‘body in the 
Bureau, so that they could sit down and talk things over 

Mr. Levy. I thought if men could get together, it was a case for 
money, and if men could get together, there ought to be a common 
ground for a settlement, and get rid of it, so that the man could go to 
work. I was sympathetic with his position. 

Mr. Byrnes. Did you have any information they were not in dis- 
cussions ¢ 

Mr. Levy. He said they were getting nowhere. That is all the in- 
formation I needed to assume they were getting nowhere. 

Mr. Byrnes. They were not even t: king about the matter? 

Mr. Levy. I didn’t get the details. I didn’t ask him for any. I 
didn’t want it to appear that I was butting into his business. I didn’t 
want him to think I was looking for his business. 

Mr. Byrnes. You were interested in having Mr. Maloney arrange 
for a procedure whereby Mr. Klein and somebody from the Bureau 
could have a conference ? 

Mr. Levy. Oh, no, no. I was interested in seeing that Mr. Klein 
and his attorneys confer with the Bureau and try and sit down to 
effect a settlement. I would like to have seen that done. The effect 
on Mr. Klein was horrible. 

Mr. Byrnes. Yet you had no reason to believe that they were not in 
negotiations ’ 

Mr. Levy. Yes: I had every reason in the world. The thing was 
dragging out and he said he was getting nowhere. What does that 
mean? I know what it means to me. It means they were getting no- 
where; they were not sitting down and trying to settle the case. 
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Mr. Byrnes. They could be sitting down and still getting nowhere, 
having conferences. 

Mr. Levy. That may be your idea. I am giving you the facts as I 
know them. 

Mr. DeWinp. I am not sure whether I asked you this question or 
not. How long after Mr. Klein first talked to you did you take it up 
with Maloney ¢ 

Mr. Levy. I don’t know. 

Mr. DeWinp. Right away ? 

Mr. Levy. Don’t try to pin me down. I honestly am trying to locate 
the chronology of the thing and I can’t. I have told it to you four 
times. 

Mr. DeWrnp. Were the circumstances such that you felt that you 
should do something right away ? 

Mr. Levy. No; as far as I was concerned, he was a friend of mine, 
not a client of mine. 

Mr. DeWrxp. You had not indicated to Mr. Klein in any way that 
you would probably see what you could do about it ¢ 

Mr. Levy. I never even thought, when he told me at the time, or 
after. 

Mr. DeWrnp. Did Mr. Klein, as time went on, tell you more of the 
details of his case ? 

Mr. Levy. No more of the details ever, except he was treated un- 
justly. He can’t get anywhere and he is being ruined by the jeopardy. 

Mr. DeWinp. Did he ever tell that the H. Harvey Co. was an in- 
volved in the jeopardy assessment ¢ 

Mr. Levy. He never mentioned any specific names. He said “a 
jeopardy against me.” Whether it was H. Harvey and him, I only 
knew about that from reading the papers. 

Mr. DeWrnp. You never learned from Mr. Klein any details of that 
kind, whether the H. Harvey Co. was in the matier or not? 

Mr. Levy. No, sir; I don’t recollect that I did. 

Mr. DeWrnp. Were you familiar with the H. Harvey Co. ? 

Mr. Levy. Never; no, sir. 

Mr. DeWrnp. Did you know there was such a company ? 

Mr. Levy. Beg pardon ¢ 

Mr. DeW rnp. Did you know there was such a company ? 

Mr. Levy. I may have. I have known Klein for 8 or 9 years, or 
maybe more. 

Mr. DeWounp. At this time, in connection with the case, did Mr. 
Klein tell you in any way that the H. Harvey Co. was involved ¢ 

Mr. Levy. Just “me,” “me.” 

Mr. DeWinp. At notime? 

Mr. Levy. I don’t recall any. There may have been. I don’t recall. 
I didn’t pay any attention to it. It wasn’t my matter. 

Mr. DeWrnp. You are saying you had no more than a casual interest 
in it,a friendly interest ? 

Mr. Levy. Wait a minute now. I didn’t say that at all. The man 
was a good friend of mine. It was doing things to him physically, 
mentally, and financially. 

Mr. DeWrtnp. When did you first discuss the matter with Mr. 
Grunewald ¢ 

Mr. Levy. When? I don’t know. 

Mr. DeWinp. A long time after? 
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Mr. Levy. I couldn’t tell you, Mr. DeWind. 

Mr. DeWinp. Do you keep any diaries ¢ 

Mr. Levy. If I kept diaries, I didn’t keep a diary of this thing. 
There is nothing in my diaries about anything relating to the Klein 
case. 

Mr. DeWrnp. You would not have attached sufficient importance 
to the matter to make a note of it? 

Mr. Levy. Why’ There was nothingtoit. I can’t put in my diary 
all my friends’ troubles or successes. 

Mr. DeWinv. When you first discussed the case with Mr. Grune- 
wald, what did you say to him about it? 

Mr. Levy. I will tell you, if you want to get the whole story. I 
will give it to you just as T recollect that it h appened. 

Whether Grunewald was first or Oliphant was first, I can’t recol- 
lect. I tried to get a job for somebody in the Internal Revenue Bu- 
reau, and I didn’t know anybody in the Internal Revenue Bureau. 

Mr. DeWrnp. Perhaps that would help us to identify the time when 
all this took place. When were you trying to get this position ? 

Mr. Levy. Either 1948 or 1949. I don’t recall. 

Mr. DeWrnp. There must be some way of establishing that. 

Mr. Levy. No. 

Mr. DeWinp. You cannot recall when that matter came up? 

Mr. Levy. No. There is no way of establishing that in my mind. 
I know it was prior to 1950, 

Mr. DeWrnp. It was prior to 1950 and after March 3, 1948? 

Mr. Levy. Oh, ves; that is obvious. 

Mr. DeWrnp. There is nothing about the circumstances of trying 
to get this person a position that would serve to identify the time? 

Mr. Levy. No, sir; except 1950 when he got it. 

Mr. DeWrnp. For the moment, proceed with your description of 
what happened, making it specific as to time to the extent you can. 

Mr. Levy. I can’t give you anything specific as to the time. I will 
give you the best I can. I didn’t know anybody in the Internal Reve- 
nue Bureau. I knew from Mr. Maloney that Mr. Grunewald was a 
friend of Mr. Oliphant’s. When I was in Washington one day I asked 
Mr. Grunewald to ask Mr. Oliphant to try to get a job for the appli 
cant, and it might have been at that time that I remarked something 
about the Bureau was a fine place to get a job, or something, because 
“Look what they did to a friend of mine.” I told him they put this 
jeopardy on him. 

I was asked in executive session, did I think he knew about it be 
fore. The answer is “No; I don’t think so.” From his attitude to 
me, I don’t think he knew about it before. That was all at that time. 
We had lunch, most likely. He said that he would try. 

Well, the thing kept dragging on and on. I never got anywhere 
about the job. 

One day I called Mr. Grunewald and I asked him: “What about 
the job?” He said, “You will have to wait.” I said, “Why don’t you 
try and make an appointment for me with Mr. Oliphant, and let me 
ask him about the job?” 

So he said that he would try. I finally got the appointment with 
Mr. Oliphant for lunch, and Mr. Grunewald and Mr. Oliphant and I 
had lunch. 
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[ asked Mr. Oliphant couldn't I get the job? He said he would let 
me know. At that luncheon I said to him, “That is a fine thing your 
Bureau did.” 1 told him about the jeopardy on Mr. Klein. 

I said to him at the time, “Gee, can’t you arrange to let these people 
sit down and try and settle it instead of dragging it out all this time?” 

He said, “I know that the case of Klein is in the office. I will see.” 

That is all there was to it. Subsequently, some time passed and I 
did not hear from Oliphant or from Grunewald about the problem 
about the job, so I asked Mr. Grunewald to try and arrange another 
luncheon for me and Oliphant. My recollection is he did, and that 
Oliphant told me to send the applicant to see the head of their person- 
nel, to get an application, which I did. 

At that time I said to him, “How is the Klein case going?” He said, 
“I don’t know; it is in the hands of the technical staff.” That is all 
I know about the Klein case; that [ had anything to do with. 

Mr. DeWinpv. Let me see, now. You said after you first talked 
with Grunewald about the possibility of a job in the chief counsel's 
oflice that the matter dragged on and on ?¢ 

Mr. Levy. Yes. 

Mr. DeWrnp. Finally, you arranged luncheon No. 1¢ 

Mr. Levy. That is right. 

Mr. DeWinp. Then the matter dragged on some more ¢ 

Mr. Levy. 1 don’t know how long. It may have been 2 weeks, 3 
weeks. I don’t know. 

Mr. DeW inp. Then you arranged luncheon No, 2 ¢ 

Mr. Levy. That is right. 

Mr. DeWinp. After that how long did it take for the job appoint- 
ment to come through ¢ 

Mr. Levy. I don’t know how long it took. 

Mr. DeWinp. Was it a relatively short period after that or long? 

Mr. Levy. It was months. 

Mr. DeWrnp. So then this first time that you mentioned the matter 
to Grunewald, mentioned the Klein case, that goes back for many 
months prior to the spring of 1950¢ 

Mr. Levy. Yes. I don’t know what you mean, months before that. 

Mr. DeWinp. I am trying to see if we cannot pin this down. 

Mr. Levy. It was months before February 1950, | think. That is 
the best of my recollection. 

Mr. DeW inp. Would it seem to you at least a year must have 
elapsed ? 

Mr. Levy. I wouldn't speculate on it, Mr. DeWind. 

Mr. DeWinp. Could it have been as much as 2 years? 

Mr. Levy. I doubt that, but I wouldn’t speculate on that, either. 

Mr. DeWrnp. You don’t think that— 

Mr. Levy. No; I had a long run-around before I met Mr. Oliphant 
to ask him for the job directly. 

Mr. DeWinp. When did you first meet Mr. Grunewald ? 

Mr. Levy. I met Mr. Grunewald some time after Maloney came 
with me. 

Mr. DeWrnp. And before this Klein case came up? 

Mr. Levy. Yes. 

Mr. DeWinp. Did Mr. Maloney introduce you to Mr. Grunewald? 

Mr. Levy. That is my best recollection. 








pt 











INTERNAL REVENUE INVESTIGATION 3105 


Mr. DeWinpv. Have you ever prior to this time discussed any other 
eases with Grunewald / 

Mr. Levy. I never had any other case, any other business trans- 
actions, any financial transactions, any transactions, with Grune 
wald, whatever. 

Mr. DeWinv. Have you ever had any other conversation with Mr. 
Grunewald concerning the Klein case, other than the 

Mr. Levy. My best recollection is “No.” 

Mr. DeWinp. You just had these two occasions ? 

Mr. Levy. No: I had one occasion. 

Mr. DeWinp. The first time when you—— 

Mr. Levy. I didn’t talk to him when I talked to Oliphant about it. 
| spoke to Oliphant. 

Mr. DeWinp. Mr. Grunewald was present ? 

Mr. Levy. Yes. but I didn’t have the conversation with him then. 

Mr. DeWtnp. He heard it? 

Mr. Levy. He heard it; yes. He was having lunch with us; yes. 

Mr. DeWinp. You mentioned the Klein case to Grunewald when 
you first asked him whether he could see about a job? 

Mr. Levy. That is right. 

Mr. DeWinpv. Then the first time you had lunch with Oliphant and 
Grunewald, the matter came up again in a casual way? 

Mr. Levy. I brought it up; yes, sir. 

Mr. DeWinpb. Then the second time you had lunch the matter came 
up again in a casual way? 

Mr. Levy. That is correct. 

Mr. DeWinp. Those are the only conversations with Oliphant or 
Grunewald or both that you have ever had ¢ 

Mr. Levy. I think so. I may have seen Oliphant once again, but 
my recollection is I didn’t: but I may have. I haven't seen Oliphant 
since the last that I mentioned this. 

Mr. DeWinp. The last luncheon ? 

Mr. Levy. Since the last luncheon I had with Oliphant, I have not 
seen him. 

Mr. DeWinp. Did Mr. Maloney ever make any report to you con- 
cerning any efforts he had made to help Klein ? 

Mr. Levy. He didn’t make a report. He said to me one day, = 
saw Bridges on that and Bridges said he had a nice conversation, but 
nothing happened.” 

Mr. DeWinpv. He told you no more than that ? 

Mr. Levy. That is all. Nothing has happened since, I understand. 

Mr. DeWinp. Did he give this information to you relatively soon 
after you asked him what he might be able to do? 

Mr. Levy. I don’t recall. I don’t know. 

Mr. DeWtnp. Was that the last conversation you ever had with 
Mr. Maloney about any assistance to Mr. Klein / 

Mr. Levy. Yes—about any assistance. Wait a minute, now. I 
might have told him I asked Mr. Oliphant about it. 

Mr. DeWinpb. You told him that? 

Mr. Levy. I may have told Mr. Maloney. I see him every day. 

Mr. DeWinp. On no other occasion did Mr. Maloney tell you any 
thing he had done? 


Mr. Levy. No, sir. 
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Mr. DeWinp. Or anything Senator Bridges had done? 

Mr. Levy. Not that I recall. 

Mr. DeWinp. Or anything Mr. Grunewald had done? 

Mr. Levy. Not that I recall; no, sir. 

Mr. DeWrnp. Was Mr. Maloney ever present with you and Mr. 
runewald when yon talked about the case ? 

Mr. Levy. Never. 

Mr. DeWinp. Mr. Levy, records of the Bureau of Internal Revenue 
show that on March 23, 1948—that is 20 days after the jeopardy 
assessment was made—the Commissioner of Internal Revenue, Mr. 
Schoeneman, called Mr. Oliphant on the telephone and the report of 
the conversation was as follows: 


( 


“a 


Mr. ScHOENEMAN. I have a visitor coming in this morning. The same one that 
asked me about the Klein case. Can you find out about it? I don’t want to 
know anything I can’t tell someone, but whether it looks good or bad, et cetera. 

Mr. Oi TeHanr. Sure. I'll call you. I asked Ben Leming to go down, so it was 
taken care of. 

Mr. Levy. What was the last statement? 

Mr. DeWInp (reading) : 

I asked Ben Leming to go down, xo it was taken care of 

That is March 23, 1948. This took place at 9:40 a.m. At 10:15, 
there is a record that Mr. Grunewald visited the Commissioner. 

Mr. Levy. Il amsorry. I don’t know anything about that. 

Mr. DeWinp. This is only 20 days after the jeopardy assessment was 
imposed. 

Mr. Levy. I still am sorry. 

Mr. DeWinp. Could vou have spoken to Mr. Grunewald, or could 
Mr. Maloney have spoken to Mr. Grunewald ¢ 

Mr. Levy. I don’t know about Mr. Maloney. I don’t know when I 
spoke to Grunewald first. 

Mr. DeWinp. You have referred to the things that they were doing 
to Mr. Klein, that it was having a bad mental and physical effect upon 
him. Did that bad mental and physical effect show so promptly ? 

Mr. Levy. It showed the first day I saw him. 

Mr. DeWinpv. Mr. Klein testified here that within a period of 3 or 
t weeks after this jeopardy asessment was imposed he was sure he 
would not have talked to any of his friends about the case. 

Mr. Levy. What about it? 

Mr. DeWinp. Would it be your recollection that he had not talked to 
you about the case ¢ 

Mr. Levy. I have no recollection as to the time, Mr. DeWind. You 
want me to tell the truth. 

Mr. DeWrnp. Yes, I do: but 1 am most anxious to arrive at an ex- 
planation of why Mr. Grunewald should talk to the Commissioner of 
Internal Revenue about the case 20 days after the jeopardy 
assessment. 

Mr. Levy. I don’t know. 

Mr. DeWinp. Have you established from your records, or could you 
establish from your records, Mr, Levy, whether you were in Washing- 
ton between March 3 of 1948 and March 23? 

Mr. Levy. I don’t know. I don’t think so. In 1948? I don’t think 
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Mr. DeW1inp. Can you recall whether you were here, or are you 
saying you could not establish it ? 

Mr. Levy. No. 

Mr. DeWinp. When you come to Washington, do you have a regu- 
lar place you stay ¢ 

Mr. Levy. No, sir; I usually stop at the Shoreham when I get in. 
I don’t stay overnight all the time. 

Mr. DeWinp. Your first choice is the Shoreham if you can get in. 
Do you have a second choice, which you regularly go to? 

Mr. Levy. No regularity. 

Mr. DeWinp. What other places have you stayed at at all fre 
quently ¢ 

Mr. Levy. I don’t recall, Mr. DeWind. I may have stayed at any 
one of the hotels if I was stuck—any one of them. 

Mr. Byrnes. You mean you have stayed at one time or another at 
practically all the hotels? 

Mr. Levy. That is possible. I couldn’t tell you with any degree 
of certainty where I stayed, in what hotels 1 stayed. I have stayed 
at most of them, anyway. 

Mr. DeWrnp. This record of Mr. Grunewald’s interest in this case 
certainly shows that if he came into it in response to a request from 
either you or Mr. Maloney that request was made most promptly 
ufter the imposition of the jeopardy assessment. 

Ilave you any recollection of speaking to Mr. Maloney and seeking 
prompt action from him immediately after you heard from Mr. 
Klein ¢ 

Mr. Levy. I don't recall. I can’t recall. It is “48. It wasn’t my 
business. There is no way I can pinpoint it. 

Mr. DeWinp. You have said it was your impression when you first 
talked to Grunewald that he had never heard of this case before. 

Mr. Levy. It was my impression? Well, I would say that was my 
impression. 

Mr. DeWinp. “The first time he brought this subject up”—your 
statement was at that time—‘when I spoke to him honestly ania 
frankly he had never heard of the name of the case.” 

Mr. Levy. That was my impression. 

Mr. DeWinp. If that were so, then it would establish your first 
conversation prior to March 23, 1948? 

Mr. Levy. That is an assumption on your part. I am not saying 
that. My impression may have been wrong. 

Mr. DeWinp. You dont recall he said “I never heard of the case”? 

Mr. Levy. I don’t recall it. It was incidental. It was something 
I was kidding him about. 

Mr. DeWrnp. Between the time you first talked to Grunewald about 
this and the time you first saw Oliphant a very considerable time 
elapsed ¢ 

Mr. Levy. A long time: yes—made me impatient about the job. 

Mr. DeWinpv. It was as much as a year? 

Mr. Levy. 1 couldn't tell you. 

Mr. DeWinv. Your recollection was you had established it as a 
period of a vear when you first discussed this matter in executive 


SeSSION { 


Mr. Levy. What was that ? 
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Mr. DeWrnp. The first time you discussed it you placed the period 
between your first talking with Grunewald and your lunch as 1 year? 

Mr. Levy. I didn’t intend to; because I don’t know. 

Mr. DeWinp. The question was put to you this way : 

You said it is about a year after you began to talk to Oliphant 

Yes. I think so. I think I got a run-around for about a year. 

Mr. Levy. I don’t know. It is a recollection, but I had nothing 
to base it on, just a passing of time. It was a long time, and made me 
impatient about the job. That is one thing I do know. 

Mr. DeWrnxv. Beyond Mr. Maloney’s first telling you that he had 
been to Senator Bridges and Senator Bridges had a pleasant interview 
with the Bureau, Mr. Maloney never gave you any information as to 
the progress of the case ? 

Mr. Levy. The progress of the case? He never was following the 
progress. I don’t recall his ever telling me anything about the prog- 
ress of the case. I don’t think he knew anything about any progress. 
I knew more about this than he, from Mr. Klein. 

Mr. DeWrnp. Did he ever come to you and suggest you should tell 
Klein to arrange a conference with anybody ? 

Mr. Levy. No, sir. 

Mr. DeWrnp. He never asked you to convey any word to Mr. Klein 
concerning the case? 

Mr. Levy. Klein didn’t know I asked Maloney, didn’t know I asked 
Oliphant. 

Mr. DeWtinv. Then, in fact, you never did at Mr. Maloney’s request ? 

Mr. Levy. I never told Klein anything about it. 

Mr. DeWrnp. Mr. Levy, on September 16, 1948, the records of the 
Bureau of Internal Revenue indicate that Commissioner Schoeneman 
called Mr. Oliphant and the following conversation ensued—and this 
_ is September 16, 1948, at 4: 20 in the afternoon 

Mr. Ovrpuant. That Kline case is no prosecution. It is with the technical 
staff, division counsel, Atlantic division All of the reports are over there. 


The criminal aspects are out. You said someone wanted a conference. 


Mr. Levy. What was the last? 

Mr. DeWrnp (reading) : 

You said someone wanted a conference. 

Mr. SCHOENEMAN. Yes. It is a case of determining the liability. Is there a 
penalty? 

Mr. Ourenmant. Yes; 50 percent and jeopardy assessment. You can arrange to 
have them see Feidt. Don’t know how that ties in with what the Senator told 


you. 
Mr. ScHoENEMAN. I think I will suggest they have the attorney write to Feidt 


for a conference. Then I can tell Buddy about it. 

Mr. Chairman, I believe “Buddy” referred to is Aubrey Marrs, who 
at that time was head of the technical staff. 

I direct your attention to that last part: 
I think I will suggest they have the attorney write to Feidt for a conference. 
and I ask you whether any word reached you from anybody that 
Klein’s attorneys should write for a conference at that time? 

Mr. Levy. I don’t know the first thing about this. 

Mr. DeWrnp. The reason I asked you that is that on September 18, 
1948, 2 day later, Mr. Klein’s attorney did in fact write and request a 


conference. 
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Mr. Levy. It is the first time I heard of it. I know nothing about it. 

Mr. DeWrnp. So that was not transmitted through you? 

Mr. Levy. No, sir. 

Mr. DeWrnp. Nor do you know of any way in which it was trans- 
mitted ¢ 

Mr. Levy. No, sit 

Mr. DeWinp. The records of the Bureau of Internal Revenue show 
that on March 1, 1949. at 3 o’clock in the afternoon there was a con 
ference in Commissioner Schoeneman’s office attended by Commis 
sioner Schoeneman. Mr. Daniel A. Bolich, the Assistant Commissioner, 
Mr. Charles Oliphant. chief counsel, and Senator Bridges, and a 
summary of that conference reads as follows: 


Senator Bridge l was not saying we should get anything less than he 
owed, but there h he something done so that the fellow could operate 
We told him while we could not release the liens, under the statute, we might 
be able to work out an arrangement whereby he could have some funds. We did 
point out there might be a long drawn it controversy as to the taxes 

The Commissio dvised him to address a letter to me [Oliphant] setting 
out the hardship and asking for a conference 

Did vou receive \ report cot ( o¢ that ? 

. . 7 


r at 
Mr. Levy. This is the first time I heard of anythn 
Js all news to me. 

Mr. DeEWtinp. The record also shows that on March 2, 1949, thi cay 
after this conference, Mr. Klein’s attorneys did write a letter to the 
Bureau of Internal Revenue and asked for a conference. 
Mr. La VY. | k ow hie thin y about it —! othing. 

| - as addre sedi by the coun el to Mr. Klein 
to the chief counsel, Mr. Oliphant, as to the possibility of lifting the 
jeopardy assessment, 
Mr. Cx RTIS Wh is the date of that ? 

Mr. DeWrnp. March 2. 1949, the day after this conference. 

Mr. Curtis. By whom was the letter signed / 

Mr. DeWinp. It came from either Mr. McGuigan or Mr. Kilcullen, 
but it came from that law office. 

Mr. Levy. I know nothing about it. 

Mr. Dy WHINb. Then you are unable to vive the committee any infor 
mation concerning how, on these two instances, word of request for a 
conference reached the taxpayer ¢ 

Mr. Levy. This is the first I heard of it. I know nothing about that. 

Mr. DeWinp. When did Mr. Klein first speak to you about your 
intervention in this case or your having taken an interest in this? 

Mr. Levy. After it appeared in the newspapers. 

Mr. DeWrnp. That appeared about December 20 or 21? 

Mr. Levy. Subsequent to that time. 

Mr. DeWrnp. Do you remember when that was? 

Mr. Levy. No. Sir: I do not. 

Mr. DeWrnpv. Can you pin it down within a month? Was it after 
Christmas ? 

Mr. Levy. I would be guessing. Maybe. I don’t know. 

Mr. DeWinp. Where were you? 

Mr. Levy. At my office. 

Mr. DeWinp. You can’t establish whether it was before New Year’s 
or after New Year’s? 

Mr. Levy. No: I couldn’t. I would be guessing. 
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Mr. DeWinp. Were you in your office between December 22 and 
New Year’s? 

Mr. Levy. Yes. 

Mr. DeWinp. And Mr. Klein came in to see you in your office? 

Mr. Levy. Yes. 

Mr. DeWinp. What did he say? 

Mr. Levy. In substance, he said, “What is all this? What did you 
do? Why didn’t youtellme? You know I have got attorneys. You 
shouldn’t have done it.” Period. 

Mr. DeWinp. What did you say to him? 

Mr. Levy. I said, “Look, I was trying to help, just trying to get 
them to sit down with you. I couldn't, and it was finished.” 

Mr. DeWrxp. You did tell Mr. Klein that you had made efforts to 
arrange this? 

Mr. Levy. I told him the story that I saw Oliphant and asked him 
to see if he could get them to sit down. That ended it, as far as I was 
concerned. 

Mr. DeWinp. Did you tell him how you had gone about seeing 
Oliphant ? 

Mr. Levy. No; I did not give him any details. 

Mr. DeWinp. Did he ask you about Mr. Grunewald? 

Mr. Levy. No, sir; I don’t believe he ever heard of him. 

Mr. DeWrnp. He had read about it in the newspapers ? 

Mr. Levy. Then he knew about it. 

Mr. DeWrnp. He didn’t ask you who Mr. Grunewald was? 

Mr. Levy. He may have; I don’t recall it. 

Mr. DeWrnp. Did Mr. Klein seem very angry at the time? 

Mr. Levy. He appeared to be, but then he subsided, and I told him 
I was trying to help gratuitously, it was an innocent gesture, trying 
to help a friend, and it did not work out. I said nothing about it to 
him, I said. 

Mr. DeWrnp. Mr. Klein this morning testified this took place at a 
luncheon table, and he pounded until the silver jumped around. 

Mr. Levy. That may be. 

Mr. DeWinp. It was in your office? 

Mr. Levy. It was either in my office—my opinion is it was in my 
office, my recollection of it, when he first started to tell me about it 
was then. 

Mr. DeWrtnp. Surely you remember where this conference took 
place, a month or two ago? 

Mr. Levy. Wait a minute. He spoke to me in my office about it. 
Then we went to lunch. Now, whether he kept on speaking about 
it or not, I don’t recall. 

Mr. DeWrnp. How long were you with him altogether? 

Mr. Levy. Altogether, about an hour. 

Mr. DeWrnp. All that time you did not tell him precisely what you 
had done? 

Mr. Levy. No. I just told him I saw Mr. Oliphant. I just told 
him precisely what I had done, that I had seen Mr. Oliphant and 
asked him. 

Mr. DeWrnp. Did he ask you how the Senator got into the case? 

Mr. Levy. se iybe he did. Maybe I told him that —I have no recol- 
lection of it, but if he did, I told him I asked Maloney to see what 
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he could do to get them to sit down with him; if his recollection is 
better than mine, that is all right. 

Mr. DeWinp. When you had this conference with Mr. Klein, who 
else was present, if anyone? 

Mr. Levy. I think Mr. Rosenberg, but I am not sure. He used to 
come up quite often with Mr. Rosenberg. 

Mr. DeWrnp. Did he come along with Mr. Rosenberg or did Mr. 
Rosenberg just drop in unannounced ? 

Mr. Levy. They usually called up and said they were coming up. 

Mr. DeWrnp. Can you recall specifically whether or not Mr. Rosen- 
berg was there on this occasion ? 

Mr. Levy. It would be a guess. My guess would be that he was. 

Mr. DeWinp. Did Mr. Klein call you to arrange this? 

Mr. Levy. He said he was coming, that I would have lunch with 
him. 

Mr. DeWinp. It was not Mr. Rosenberg? 

Mr. Levy. It may have been. These things are not ordinary hap- 
penings every day. They recur time and again. 

Mr. DeWinp. It is not every day that an angry friend comes in 
and says “What are you doing in my case?” 

Mr. Levy. No; that is right. 

Mr. DeWrnpv. But you can’t remember definitely whether he was 
alone or whether with Mr. Rosenberg or 

Mr. Levy. My recollection is that he was with Mr. Rosenberg. 
That is all I can give you. 

Mr. DeWinxv. Was Mr. Klein pounding the table at this luncheon 
meeting ¢ 

Mr. Levy. I don’t recall. He was sore. 

Mr. Byrnes. This all happened within the last 3 months, did it 
not ¢ 

Mr. Levy. Yes. 

Mr. Byrnes. You do not remember any details at all? 

Mr. Levy. Wait a minute. I didn’t say I don’t remember. I re- 
member the detail that he was sore. But whether he pounded the table 
or not, I don’t remember. 

Mr. Byrnes. Do you remember how sore he was? 

Mr. Levy. He was pretty sore. He said that I had no right to do 
it. He was pretty sore about it. 

Mr. Byrnes. Did he just show it by raising his voice ? 

Mr. Levy. Maybe he did. 

Mr. Byrnes. You don’t remember the extent to which he demon- 
strated his anger? 

Mr. Levy. I don’t remember the volume of his voice either. 

Mr. Byrnes. You do not remember whether you were in a restau- 
rant or in your office ? 

Mr. Levy. I think he kept it up both places. He was sore. 

Mr. Byrnes. You do not remember in detail either the extent to 
which vou told him what was done, or—— 

Mr. Levy. Yes; I do. I told him I had seen Mr. Oliphant and 
asked him to try and get the Department to sit down with him and 
straighten this thing out. It did not work. That was the end of 
it. There was no harm done. 

Mr. Kean. What restaurant do you go to? 

Mr. Levy. Let’s see. Longchamps is one of them. 
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Mr. Kean. You did not go to two? 

Mr. Levy. That day? 

Mr. Kean. Yes. 

Mr. Levy. I think it was Longchamps, but 1 am not sure. We ate 
most of our meals at Longchamps. 

Mr. DeWrnp. You think if at that luncheon Mr. Klein was pound- 
ing the table in a public restaurant it might have escaped your 
recollection ? 

Mr. Levy. No; he wassore. I don’t know now whether he pounded 
atable. In fact, I think Mr. Klein always pounds the table when he 
talks. That doesn’t mean anything tome. I know what he did here. 
He pounded the table very often. 

Mr. DeWinp. Did he ask you who Grunewald was ? 

Mr. Levy. I think he did. I said he was a friend of Oliphant’s. 

Mr. DeWinp. I assume then you told him you had spoken to Mr. 
Grunewald preparatory to speaking to Oliphant ? 

Mr. Levy. No. I told him I had asked Grunewald to introduce 
me to Oliphant about some matter. I didn’t want to tell him my per- 
sonal matter. I said when I met Oliphant I told him about “your 
case, and asked him to see if he couldn’t get the people together to 
sit down and settle so you can go to work.” 

Mr. DeWrnp. Specifically, did you tell Mr. Klein that you had 
spoken to Grunewald about this case ¢ 

Mr. Levy. I told him Grunewald was there. 

Mr. DeWrnxp. You told him that Grunewald attended your meet- 
ing with Oliphant ? 

Mr. Levy. Yes; that Grunewald took me over and introduced me to 
Oliphant. We had lunch together and T asked him about the case. 

Mr. DeWrnpv. Did you also tell him that you had conferred with 
Grunewald about the case before you had had lunch with Oliphant? 

Mr. Levy. No; I didn’t tell him that. 

Mr. DeWinp. Did you tell him you had asked Mr. Maloney— 

Mr. Levy. I felt sorry for him. Yes, I had told him that, because 
I told him Maloney spoke to Bridges. 

Mr. DeWinp. You told him all that. Then you told him the story 
that Maloney had at your request, spoken to Bridges, and you spoke 
to Grunewald ¢ 

Mr. Levy. I didn’t mention I spoke to Grunewald. I said that 
Grunewald, a friend of Oliphant’s, arranged for a luncheon on some 
matter for me and, incidentally, told him about this thing and asked 
him if he couldn’t get the people together to sit down and try to 
settle it. I told him I had a second luncheon and Mr. Oliphant said 
it was in the hands of the technical staff, that he could do nothing 
about it. 

Mr. DeWinp. Were you here this morning, Mr. Levy, when Mr. 
Klein testified ? 

Mr. Levy. I was not. I just got into Washington at 1 o’clock. 

Mr. DeW inp. Were you here when he testified on Friday? 

Mr. Levy. No, sir; I did not hear him testify. 

Mr. DeWrnp. It is my recollection and impression of his testimony 
that he flatly denied you had given all the information you just said 
you did. 

Mr. Levy. I am just telling you what my recollection of it is. He 
saw the article about Bridges. 
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Mr. DeWinp. The substance and effect of his testimony is that he 
was so mad he never asked you anything about it. 

Mr. Levy. He wasmad. He thought [did him some harm. I don’t 
believe I did. I didn’t do any harm to the man. 

Mr. DeWinp. You are quite certain, Mr. Levy, that at no time did 
you communicate in any way to Mr. Klein that he should have his 
lawyers seek a conference ¢ 

Mr. Levy. I am certain. I don’t know the first thing about any of 
these things. 

Mr. DeWrnp. You have no knowledge of how, if at all, Mr. Klein 
or his attorneys were advised to seek these two conferences ¢ 

Mr. Levy. No, sir. 

Chairman Kine. You may be excused, Mr. Levy. 

Mr. Byrnes. I have a few questions first, Mr. Chairman. 

From the time Mr. Klein first told vou about his tax troubles, it is 
my understanding he reiterated his trouble to you on a number of 
occasions after that first time. Is that right? 

Mr. Levy. Almost every time I saw him. 

Mr. Byrnes. For how long a period of time ¢ 

Mr. Levy. Up totoday. He is still complaining about it. 

Mr. Byrnes. Certainly up until your meeting in December ? 

Mr. Levy. Yes, sir. 

Mr. Byrnes. All during that time, do I understand that you never 
told him that you had talked to Mr. Grunewald and your law partner 
had also talked to Senator Bridges? A1!] during that time, you never 
gave him the satisfaction of letting him know you were trying to help 
him ¢ 

Mr. Levy. Satisfaction? I wouldn't tell him in the first instance. 
I didn’t do anything for him. Was I going to show him I was a flop? 
What am I going to tell him, that I couldn’t do anything for him? 
If Lcould, I might have. If I couldn't, I surely wouldn't. 

Mr. BYRNES. He came complaining to you and you would continue 
to just give him sympathy and say that it is too bad? What would 
you say, generally speaking ¢ 

Mr. Levy. What would you say to a friend? I would say “I am 
sorry.” 

Mr. Byrnes. But you never said “I talked to Oliphant”? 

Mr. Levy. I never intimated one bit of any news of that kind to 
him. 

Mr. Byrnes. You did not want to let him know you were being of 
assistance to him ¢ 

Mr. Levy. I most likely wouldn't have taken any credit for it. I 
wasn't looking for anything from Klein. 

Mr. Byrnes. That is not the point. 

Mr. Levy. The point is I maybe would not have told him. I would 
have been happy if, as a result of my efforts, we just got somebody to 
sit down and talk settlement. That is as innocent as anything I know 
of. I wouldn't hesitate a minute to do it any time, to try to get people 
to sit down and settle a lawsuit. 

Mr. Byrnes. Why would you hesitate telling a friend that you were 
trying to be helpful to him ¢ 

Mr. Levy. What good would it do? Ihad my opinion. My opinion 
was I shouldn't tell him. 

Mr. Byrnes. Why shouldn't you? 
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Mr. Levy. Because I didn’t want to tell him. 

Mr. Byrnes. It was your idea you should not tell him. Why not? 

Mr. Levy. Because I did not want to. If I was going to be suc- 
cessful, I may have told him, and I might not have told him. When 
I flopped on it, when Mr. Oliphant told me, “It is in the hands of the 
technical staff,” I don’t know anybody in the technical staff. I didn’t 
know Oliphant before this. I wasn’t looking to try and shove myself 
into thiscase. I was trying to help a friend through a friend. 

Mr. Byrnes. Trying to help a friend. What is your reasoning as 
to why you would not tell that friend you were trying to help him? 

Mr. Levy. I have helped friends without telling them time and 
again. I am not trying to get my laurels that way, and particularly 
when nothing happened, so why should I tell Mr. Klein? Would 
you have told him? 

Mr. Byrnes. Why should you not? It is my understanding you 
did not want to tell him. Why not? 

Mr. Levy. Because I did not want to. 

Mr. Byrnes. Do you have any reason for that? 

Mr. Levy. No reason. I didn’t want to tell him. That is the way 
I proceed and act. 

Mr. Byrnes. I have trouble with some of my children. They just 
do not want to do certain things, but they cannot give me any reason, 
either. 

Mr. Levy. That isa good reason. I don’t go around telling friends 
what I am going to do for them. I would rather do something for 
somebody without getting the laurels and benefit of it in a case like 
this. 

Chairman Kina. May I interrupt you, Mr. Byrnes? 

Supposing, Mr. Levy, that a most unusual thing had happened 
while you were at the Bureau of Internal Revenue, and they had dis- 
missed the $7,000,000 assessment and told you that it was to be re- 
turned. 

Would you then have communicated with Mr. Klein and told him 
of your interest in his case and that you had accomplished the re- 
lease of the assessment for $7.009,000 ? 

Mr. Levy. Look, I don’t ask for a release of an assessment. I asked 
to sit down and let them have a conference. If the conference could 
have been brought about and as a result of that conference thev would 
have settled it, I might have told him I helped a little, and I might 
not have told him I helped a little. 

Chairman Kine. You were placed in the position, if he received 
his $7,000,000 back, you could not have claimed any intervention? 

Mr. Levy. He wasn’t trying to get $7,000,000 back. 

Chairman Kine. Whatever it was. 

Mr. Levy. He paid nothing at all except this $1,200,000. He wasn’t 
trying to get that back. That is what he honestly believed he owed. 

Chairman Krne. I should have said if you had been advised that 
the whole thing was going to be forgotten. 

Mr. Levy. It couldn’t have been. Nobody asked for that, Con- 
gressman. Nobody intimated anything like that. All they asked 
was an opportunity to sit down and settle. I don’t think that is an 
unfair request to make. 

Mr. Byrnes. I thought you testified here before that when Mr. 
Klein first contacted you he said he received this assessment and he 
didn’t owe them anything, that he paid them $1,200,000. 
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Mr. Levy. That is what he told me. 

Mr. Byrnes. There is a contention he did not claim a thing, is 
there not; that he did not owe the Government anything? 

Mr. Levy. He told me he paid $1.200,000 and he did not owe the 
Government anything on that deal at all. 

Mr. Byrnes. So there was a question as to whether or not the whole 
$6,000,000 or $7,000,000 claim of the Government might be dropped? 

Mr. Levy. Wasthere? I don’t know about it. 

Mr. Byrnes. It was certainly Mr. Klein’s contention it should not 
be assessed against him. 

Mr. Levy. I don’t think so—I don’t know. Klein told me he didn’t 
owe anything. 

Mr. Byrnes. I thought you testified Mr. Klein told you that, that 
he didn’t owe it ? 

Mr. Levy. I am telling you now he said he didn’t owe anything, 
but he was willing to pay something to get rid of the assessment 
if they could sit down and if the Government could show him what he 
owed. He wanted to settle. 

Mr. Byrnes. Let’s take Chairman King’s suggestion about when 
you were in there talking to Mr. Oliphant. 

Mr. Levy. I never was in the Bureau. 

Mr. Byrnes. When you were sitting down at lunch talking to Mr. 
eo int. if Mr. Oliphant said at that time, “Oh, we can forget about 
this $7,000,000. We are dropping our claim. We are taking Mr. 
Klein’s position,” would you have contac ted Mr. Klein then and told 
him what happened ? 

Mr. Levy. It is impossible. First of all, I didn’t ask Mr. Oliphant 
to forget about it. I said to Mr. Oliphant, “See if you can arrange 
to have a meeting”—no, not even a meeting—“See if you can arrange 
to have them sit down together seriously and try to settle this matter, 
because this jeopardy is hurting this man terribly.” 

What he owed, I don’t know. 

Mr. Byrnes. Anyway, you are convinced that you just did not 
want to tell your good friend of any efforts that you might have made 
on his behalf ? 

Mr. Levy. I made an innocent, nice gesture, and I thought I was 
doing everything that was right. I know I was doing nothing that 
was wrong, and if I had succeeded in bringing about a meeting so a 
settlement could have been effected, I may have told him and I may 
not have told him. ’ ’ 

Mr. Byrnes. Until something positively resulted, you were not going 
to tell him a thing? 

Mr. Levy. I made up my mind I would not tell him. 

Mr. Byrnes. Why wor ld Mr. Klein contact you every time he came 
into New York? 

Mr. Levy. Look, that man used to come to my home. I used to 
go to his home. I like him. He is a nice man, and I liked him. I 
like his wife. 

Mr. Byrnes. Did you have mutual interests? 

Mr. Levy. Yes; we played cards together. 

Mr. Byrnes. Just a plain friends ship? 

Mr. Levy. Just friendship. That is right. 

Mr. Byrnes. When you talked to Mr. Grunewald the first time, 
what did you tell Mr. Grunewald about Mr. Klein ? 
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Mr. Levy. Nothing, except he was a friend of mine who was hit 
with a jeopardy. 

Mr. Byrnes. Did you tell him about how much the jeopardy assess- 
ment amounted to? 

Mr. Levy. I may have. 

Mr. Byrnes. Did you tell him about anything concerning Mr. 
Klein’s general business ? 

Mr. Levy. No, sir. 

Mr. Byrnes. His financial standing? 

Mr. Levy. No, sir; nothing. 

Mr. Byrnes. Did you tell him 

Mr. Levy. All I said to him—it was in reference to the job—lI said, 
“Here is your friend Oliphant; look what they did to this man.” 
That is all. It wasn’t even the intention that he should go in and 
do anything. I had tried to get a job. I was looking for a job. I 
didn’t know anybody there. 

Mr. Byrnes. Why would you go to Mr. Grunewald to get a job? 

Mr. Levy. Because I heard he was a friend of Mr. Oliphant’s and 
the job I wanted was in Oliphant’s department. Who would I go to# 
\n enemy of Oliphant’s? 

Mr. Byrnes. What job did you want ‘ 

Mr. Levy. I wanted a job in the general counsel's office. 

Mr. Byrnes. Who were you getting the job for ¢ 

Mr. Levy. Do you have to ask that‘ I prefer not to answer. I 
think it is unfair. 

Mr. Byrnes. I find the name of the individual has been mentioned 
in the testimony. It might give us some chance to check back and see 
whether we might be able to place the date of your contact with Mr. 
Oliphant in that luncheon and find out the possible purpose of this 
luncheon. 

Mr. Levy. This is why it was before 1950, May of 1950, and after the 
jeopardy. If you are going to Insist on it, l will have to tell you, but 
I prefer not to. 

Mr. Byrnes. You cannot be very difinite about the date ? 

Mr. Levy. I would not be any more definite if I gave you the name. 

Mr. Byrnes. It might help the committee. 

Mr. Levy. The committee knows about it. 

Mr. Byrnes. We might be able to trace this. 

Mr. Levy. They have been trying. I have been trying to trace it. 
I am not trying to hide anything. 1am trying to trace it, but 1 want 
to be factual. 

Mr. Byrnes. We will skip that question for the time being. 

Did the individual finally get the job? 

Mr. Levy. Yes, sir. 

Mr. Byrnes. How long a time transpired ? 

Mr. Levy. From about January or February to May. 

Mr. Byrnes. What year? 

Mr. Levy. 1950. 

Mr. Byrnes. January to May of 1950. I mean from the time you 
first contacted Oliphant with regard to getting the job? 

Mr. Levy. Oh, that may have been 2 years. 

Mr. Byrnes. That would mean that you contacted him first in 
1947 % 


Mr. Levy. 1948. 
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Mr. Byrnes. Is there not anything about getting the job for this 
individual that identifies in your mind the time when you first at- 
tempted te get this job for him with the Bureau ¢ 

Mr. Levy. No. 

Mr. Byrnes. Not at all? 

Mr. Levy. No. 

Mr. Byrnes. Do I understand this person finished school some time 
the first part of 1948 ¢ 

Mr. Levy. Yes, sir. 

Mr. Byrnes. Did vou try to do it right after that ? 

Mr. Levy. I don’t think so, because he was married in June of 1948. 
He had not passed the bar. I am trying to give you things that | 
know the dates of He didn’t pass the bar ul til the end of 1948, or 
something like that. I know he got married in 1948. 

Mr. Byrnes. You say he got married in June of 1948 ¢ 

Mr. Levy. Yes. 

Mr. Byrnes. Did you try to get him a job before he got married, 
or after? 

Mr. Levy. I don’t recall. 

Mr. Byrnes. You must have some idea. 

Mr. Levy. But I don’t recall, sir. 

Mr. Byrnes. Whether you were looking for a job for this individual 
with the Internal Revenue Bureau before or after he was married ¢ 

Mr. Levy. I must know that: but I don’t recall. 

Mr. BYRNES. Is he a close friend ? 

Mr. Levy. The closest friend I have got. 

Mr. Byrnes. I think you had better give us his name. 

Mr. Levy. My son 

Mr. Byrnes. You don’t remember when you were trying to get a job 
for your son ¢ 

Mr. Levy. I do not. 

Mr. BYRNES. Whethe it was before he was married or after ? 

Mr. Levy. No. 

Mr. Byrnes. ‘To what extent was Mr. Grunewald helpful in getting 
this job for your son ¢ 

Mr. Levy. I don’t know. except he introduced me to Mr. Oliphant, 
and I asked Mr. ¢ iphant and he said, “What are his qualifications . 
I told him. The next time Il saw Oliphant—because I heard nothing 
he said, “Send him up to the personnel man, and let him get an appli 
cation and fill it out.” 

Mr. Byrnes. Do you know whether he ever talked to Mr. ¢ Jliphant 
personally / I mean, between the time he got his application and the 
time he got his job ¢ 

Mr. Levy. Who? 

Mr. Byrnes. Your son. 

Mr. Levy. I don’t know. I don’t think so. He never knew Mr. Oli 
phant before he vot the job. 

Mr. Byrnes. When did he finally get the job? 

Mr. Levy. May 1950. 

Mr. Kean. When did your sen graduate, about the middle of 
February ¢ 

Mr. Levy. In February 1948. 

Mr. Kean. You did not rush right down to Washington ? 

Mr. Levy. No. I did not. 
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Mr. Kean. So you couldn't have possibly talked to Mr. Grunewald 
before this visit by Mr. Grunewald in the middle of March? 

Mr. Levy. No, I don’t say I did. 

Mr. Kean. So Mr. Grunewald must have had this interest in the 
Klein case before you already spoke to him about it? 

Mr. Levy. That I don’t know. 

Mr. Kean. He must have. 

Mr. Levy. I say I don’t know. 

Mr. Curtis. You may have already answered this, and I am not 
trying to be repetitious, but when did you first meet Grunewald ? 

Mr. Levy. After 1946, after Mr. Maloney came to my office as a 

vartner. Some time after that I met Mr. Grunewald, through Mr. 
Maloney. 

Mr. Curtis. Up in your office? 

Mr. Levy. I don’t recall. I think it was in Washington. That is 
my best recollection. 

Mr. Curtis. You saw him once in awhile after that? Is that right? 

Mr. Levy. Yes. 

Mr. Curtis. Did you see him both in New York and in Washington ? 

Mr. Levy. I don’t recall about New York. Yes; I think I saw him 
once or twice in New York, but I don’t recall. I think I saw him once 
or twice in New York. 

Mr. Curtis. When you would come down to Washington, you 
would usually see him? 

Mr. Levy. No, sir; it was only when I was down here and I didn’t 
have a luncheon appointment or an appointment, and I would call him 
up. If he was available for lunch, I would see him. 

Mr. Curtis. Mr. Grunewald? 

Mr. Levy. Yes, sir. 

Mr. Curtis. Did you ever see him any place other than in Wash- 
ington or New York? 

Mr. Levy. No; not that I recall, no. 

Mr. Curtis. He never was up in New Jersey? 

Mr. Levy. No, sir. 

Mr. Curtis. Did he ever tell you what his business was? 

Mr. Levy. I don’t know. I never talked business to him, but it is 
my impression, I don’t know that, he was a public relations man and 
investigator. But I never talked business with him, never had any 
business with him whatsoever. 

Mr. Curtis. Did your conversation indicate that he handled tax 
matters ? 

Mr. Levy. No, sir; I never knew that he handled any tax matters. 
Nothing ever happened or nothing was said in my hearing that would 
lead me to believe that he ever handled a tax matter. I don’t see how 
he could. I don’t know any tax matter he handled. 

Mr. Curtis. When you were talking to him about the job for your 
son with the Bureau of Internal Revenue, who suggested Mr. Oli- 
phant? You or Mr. Grunewald? 

Mr. Levy. I did. 

Mr. Curtis. You suggested Mr. Oliphant ? 

Mr. Levy. Yes, sir. I wanted him in the general counsel’s office, 
and Mr. Oliphant was head of the general counsel's office. 

Mr. Curris. And Mr. Grunewald knew him better than you knew 
him ¢ 
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Mr. Levy. I never knew him. I had never known him before in my 
life, had never met him. 

Mr. Curtis. Mr. Grunewald knew him pretty well ! 

Mr. Levy. I understand so, yes. 

Mr. Curtis. He gave that impression ? 

Mr. Levy. I heard he knew him well, yes, he said he knew him well, 
he knew him well enough to try to get my son a job. 

Mr. Curtis. Did they call each other by their first names? 

Mr. Levy. I think so. 

I would like to make that Congressional, if it is possible. 

Mr. Byrnes. Let me ask you this question, then: On March 19, 
Mr. Levy, you were questioned by Mr. Lyon of this committee in 
executive session. 

Mr. Levy. Yes, sir. 

Mr. Byrnes. And at that time, do you recall these questions being 
asked you and your making these answers: 

Mr. LYoN. Was it after he graduated? 

He is referring there to your son. 

Was it after he graduated from law school that you first talked to Mr. 
Grunewald? 

Mr. Levy. That is right, but that may have been February 1948. 

Mr. Lyon. It was after he graduated? 

Mr. Levy. After he graduated. 

Mr. Lyon. You said he got married in June. 

Mr. Levy. Yes. 

Mr. Lyon. Was it before he got married that you spoke to Mr. Grunewald? 

Mr. Levy. Yes. That is the first thing he wanted when he got out of school. 

Now, which are we to believe now, that you do not remember or 
that you did talk to Mr. Grunewald? 

Mr. Levy. Wait a minute, I may have recalled at that time, or may 
have given my best recollection at that time. I know he wanted to be 
in that office as soon as he graduated from school. But he was getting 
married. Whether I had gone before his marriage or after his mar- 
riage, frankly I cannot definitely recall. At that time I may have re- 
called, I may have been guessing, I cannot recall it. I wish I could, 
I would tell it to you. 

Mr. Byrnes. These questions were asked you and you made these 
answers on March 19. 

Mr. Levy. Yes, sir. 

Mr. Byrnes. At that time you were quite clear that you must have 
contacted Mr. Grunewald prior to June, at least, of 1948. 

Mr. Levy. Maybe I did. If I said so, it was my best recollection 
at that time. And my recollection isn’t as good today. I am in a 
public hearing. Maybe I did. I was more comfortable there. 

Mr. Byrnes. Now that would more nearly reflect what your recol- 
lection is? f } 

Mr. Levy. Yes; that could be. 

Mr. Byrnes. So it is possible, as far as fixing the time is concerned, 
that you talked to Mr. Grunewald at least prior to June 1948? 

Mr. Levy. 1948, that is possible. 

Mr. Byrnes. It is possible that you talked to him quite soon after 
February of 1948 when your son graduated from school ? 

Mr. Levy. Mr. Byrnes, that is possible. 

Mr. Byrnes. I would assume that his first interest after getting 
out of school would be to get a job. 
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Mr. Levy. No; he had a job waiting for him with me. 

Mr. Byrnes. What was the job with you? 

Mr. Levy. I am a lawyer; he isa lawyer. That is his job with me. 

Mr. Byrnes. Did you want him down here or did he want to come 
down? 

Mr. Levy. He wanted to be down here. He took courses prepara- 
tory to being a tax lawyer. He wanted to be a tax lawyer. And I 
made my effort. 

Mr. Byrnes. You said here that was the first thing he wanted when 
he vot out of school. 

Mr. Levy. That is correct, sir. In fact, he prepared for tax work. 
I hear he did a good job there. 

Mr. Byrnes. It is very possible that you could have contacted Mr. 
Grunewald in March? 

Mr. Levy. Maybe, I don’t know. 

Mr. Byrnes. He graduated in February and you might have been 
down here in March? 

Mr. Levy. It is possible, Mr. Byrnes. 

May I make that congressional ¢ 

Mr. DeWinp. I am sorry, Mr. Levy, I do not see how you can do it, 
really. 

Mr. Levy. It is all right. 

Mr. DeWrtnp. Can you remember whether at the time you first 
spoke to Grunewald about this job your son was a member of the bar, 
or had he not yet passed the bar examination ¢ 

Mr. Levy. I don’t think—I couldn't tell you. 

Mr. DeWinp. Do you know whether he was admitted to the bar? 

Mr. Levy. No: I don’t know right now whether he was admitted 
to the bar. 

Mr. DeWinp. Now, earlier in your testimony you made a reference 
to having been told that Oliphant could not help on the matter 
because it was with the technical staff. Did Oliphant tell you that, or 
Grunewald ? 

Mr. Levy. Yes. 

Mr. DeWtnp. He said, “I can’t help you because it is in the technical 
staff” ? 

Mr. Levy. He said, “I can’t help you because it is in the technical 
staff and they will arrange for conferences.” 

Mr. DeWinp. Did Mr. Grunewald tell you that ¢ 

Mr. Levy. No; Oliphant told it to me the last time I saw Oliphant. 
I never saw him after that. 

Mr. DeWixp. Did Grunewald ever see you and say, “Oliphant tells 
me it is in the technical staff and he cannot do anything”? 

Mr. Levy. I never talked to Grunewald about the Klein case there- 
after. 

Mr. DeWinp. Before that / 

Mr. Levy. No. I don’t think he knows what the technical staff 
is, in my personal opinion. 

Mr. 1); Winp Just Oliphant told you 4 

Mr. Levy. That is right. 

Mr. DeWtnp (reading): 

It is in the technical staff and I cannot do anything? 

Mr. Levy. That is right. I think he said, “They will get to it” or 
something like that. 
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Mr. DeWinp. Did you not say that in a half jocular fashion you 
had criticized Grunewald for being unable to help you ¢ 

Mr. Levy. In the job for my son / 

Mr. DeWinp. No, in the Klein case. Did you not say, “Oliphant 
tells me it is in the technieal staff and he cannot do anything” ¢ 

Mr. Levy. No, I never said that. It was on my son’s case, and that 
is why I wanted to see Oliphant. 

Mr. DeWinp. Did vou ever criticize Mr. Grunewald in any way for 
his failure to get anything done on the Klein case / 

Mr. Levy. Failure to what / 

Mr. DeWinp. ‘To get anything done on the Klein case. 

Mr. Levy. No, I never expected him to get anything done on the 
Klein case, | never wen+t to him on the Klein Case. 

Mr. DeWinp. Had you ever talked to Senator Bridges about this 
case 4 

Mr. Levy. I never talked to him, never met him. 

Mr. DeWinp. You say vou have never met him? 

Mr. Levy. No, sir. 

Mr. D WINp. You had never talked to him about any subject 4 

Mr. Levy. No. 

Mr. DeWixp. So if Senator Bridges or Mr. Grunewald conveyed 
to Klein or his counsel word that they should seek a conference, you 
can vive no information to this committee as to how it was done / 

Mr. Levy. Will vou please repeat the question / 

(The question was re ad by the reporter, ) 

Mr. Levy. No, I nevel knew they cid. 

Mr. DeWinxp. Have you in any manner directly or indirectly re 
ceived any payments of any kind from Klein ¢ 

Mr. Levy. Never. I never t 5 cents from Klein. I never bor 
rowed any money from him or never Got al \ mio! e\ from him. 

Mr. DeWixp. Directly or indirectly 

Mr. Levy. Except in a gin game. 

Mr. DeWinp. Leaving that out—— 

Mr. Levy. Directly or indirectly or otherwise, unequivocally, cate 
gorically, no. 

Mr. DeWinp. Were the amounts that you may have won in a gin 
rummy game nomin il / 

Mr. Levy. Oh. sure, 810, 312, 85. 1 didn’t always get him, he 


ot 


«ar 
= 


me, Too, 

Mr. DeWinxp. Have vou had any conversations with Klein subse 
quent to this meeting at Longchamps Restaurant / 

Mr. Levy. I may have seen him once. I think he went to the coast, 
or something. I don’t recall. 1 may have seen him once. 

Mr. DeWinp. Have you seen him to talk about his case ¢ 

Mr. Levy. No. 1 never talked about his case. 

Mr. DeWInp. That luncheon meeting was the last time you dis 
cussed the case ¢ 

Mr. Li VY. ] talked about his case. 

Mr. Dy WINp. He has never come to your oflice at any time after 
that luncheon ? 

Mr. Levy. I didn't say that. 

Mr. DeWinp. To talk about this case? 

Mr. Levy. To talk about this case, never. I mean, he may have 
said that he was still hanging on, but nothing about these incidents. 
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Mr. DeWinp. Nothing about the intervention in the case? 

Mr. Levy. No. That was finished, and I told him as far as I am 
concerned it was finished. I tried to do an innocent gratuitous thing 
for him, and forget about it. 

Mr. DeWinp. I want to go back for a moment to this matter of the 
time: The Klein case went to the technical staff in September of 
1948, so that when Oliphant told you “it is with the technical staff” 
in Grunewald’s presence, that was after September of 1948 4 

Mr. Levy. That is possible. It ought to be. 

Mr. DeWinv. When you spoke with Grunewald before your son’s 
marriage, that was prior to June of 1948 4 

Mr. Levy. I believe it was. 

Mr. DeWinp. Was it at the first luncheon or the second luncheon 
that you were told that it was with the technical staff ? 

Mr. Levy. The second. That was the last time I ever spoke to Mr. 
Oliphant or, I think, saw him. 

I can still make that Congressional. It is very important. 

Mr. DeWinp. Have you ever acted as counsel to R. C. Williams 
& Co. ¢ 

Mr. Levy. No, sir. 

Mr. DeWinpv. Have you ever acted as counsel to Mr. Irving 
Koerner ¢ 

Mr. Levy. No, sir. I may know of him. I was asked the other day. 

Mr. DeWrnp. Let me ask you, as to any of these people, have you 
ever represented any of them or received any payments from them, 
directly or indirectly, in any fashion: 

Irving Koerner ? 

Mr. Levy. No. 

Mr. DeWinp. Morris Alprin? 

Mr. Levy. No. 

Mr. DeWinp. Haas, Schlesinger & Mayers? 

Mr. Levy. No. 

Mr. DeWinp. United Distillers? 

Mr. Levy. No. 

Mr. DeWinp. H. Harvey Co. ? 

Mr. Levy. No. 

Mr. DeWinp. Samuel Bronfman? 

Mr. Levy. I don’t know him. 

Mr. DeWinp. Joseph Reinfeld? 

Mr. Levy. I don’t know him. 

Mr. DeWtinp. Mr. Reinfield’s son-in-law, Mr. Renfield ? 

Mr. Levy. I don’t know him. 

Mr. DeWrinp. From any companies in which Mr. Klein may have 
had an interest, such as Agencias Distilladoras? i 

Mr. Levy. No. I never got anything from what Klein was in in 
those foreign companies which was part of this plan that I read about 
in the papers. 

Mr. DeWrnp. Do you know Mr. Haas of Haas, Schlesinger & May- 
ers ¢ 

Mr. Levy. Yes, sir. 

Mr. DeWinp. How long have you known Mr. Haas? 

Mr. Levy. A long time, since 1927 or 1928. 

Mr. DeWinpv. Have you ever been cocounsel with him in any case? 

Mr. Levy. No, sir. ; 








INTERNAL REVENUE INVESTIGATION 3123 


Mr. DeWinpv. Has he ever worked with you on any case in any 
capacity ¢ 

Mr. Levy. In any case? 

Mr. DeWrnp. In any cases? 

Mr. Levy. He was an accountant for a firm that I represented. He 
isan accountant. His firm was; not him. 

Mr. DeWrnp. What is the name of the firm that he was an ac- 
countant for‘ 

Mr. Levy. That he was an accountant for ? 

Mr. DeWrnp. Yes. 

Mr. Levy. Wise Shoe Stores. His firm is; not he. 

Mr. DeWinp. You have never received any payment or fee of any 
kind directly or indirectly from Mr. Haas? 

Mr. Levy. No. 

Mr. DeWinp. Have you ever had any connection or engaged in 
any business transactions of any kind with Mr. Morris Alprin? 

Mr. Levy. No. 

Mr. DeWinp. I have no further questions. 

Mr. Levy. Can I make it’ Am I excused, gentlemen / 

Thank you. 

Mr. DeWinp. May we have a short recess ¢ 

Chairman Kine. The committee will recess for 5 minutes. 

(Whereupon a short recess was taken.) 

Chairman Kine. Mr. MeGuigan, please, would you come forward ? 
We are swearing everybody, Mr. MeGuigan, and we might as well 
make no exception. 

Do you solemnly swear that the testimony ‘you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. McGuiean. Yes, sir. 


TESTIMONY OF E. GAYLE McGUIGAN AND RICHARD KILCULLEN, 
NEW YORK, N. Y. 


Mr. DeWinp. When were you first retained, Mr. McGuigan, to rep- 
resent Mr. Klein in this tax case ¢ 

Mr. McGuigan. At the end of May 1948, May 19 or 20. 

Mr. DeWinp. You took the case over from the Root, Balantine 
firm ¢ 

Mr. MeGuiean. That is correct. 

Mr. DeWrnp. At any time in the course of your representation, 
have you had any communication in any way from Mr. Grunewald ¢ 

Mr. McGui1ean. None whatever. 

Mr. DeWinp. Have you had any communication either from or to 
Senator Bridges in the course of handling the case / 

Mr. McGuigan. None whatever. 

Mr. DeWinp. Has Mr. Klein at any time mentioned to you any 
connection or interest that Mr. Grunewald had in his case? 

Mr. MceGuican. Never. 

Mr. DeWixp. When you say “never” do you mean prior to some 
recent date or never / 

Mr. McGuigan. What I mean is, obviously, until we were talking 
about the committee hearings and that sort of thing. 

Mr. DeWixp. What was the first occasion on which Mr. Klein told 
you anything about Mr. Grunewald having any connection with his 


case ¢ 
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Mr. MceGuiean. Mr. DeWind, he never told me anything. When 
this thing broke in the papers in, whenever it was, December 1951, he 
telephoned me at my phone. That evening, as I remember it. I 
think he telephoned my partner, he talked to him earlier. And he 
telephoned me that evening principally to complain about my part- 
ner’s having given a statement to the Associated Press when it called 
up, a statement that he was representing him in the case and that the 
amount was very large. He was concerned because somehow or other 
the papers had gotten the fact that he was out in Los Angeles, and he 
was very much concerned about that. He wanted me to give Dick hell 
about it, in other words. 

And in addition to that he said, “Who in the hell is this fellow 
Grunewald?” I told him from what I could see in the papers he 
looked like some sort of an investigator. It had been in the papers 
that morning. 

Mr. DeWinp. Is that all you knew about Grunewald / 

Mr. MceGuiean. That is all lL knew about Grunewald. I never heard 
of the man before. 

Mr. DeWinp. This conversation occurred in December 1951? 

Mr. MeGuiean. I saw it in the Tribune that morning, whenever it 
broke, 

Mr. DeWtnp. Mr. Oliphant testified here concerning Grunewald’s 
part in the case on either December 20 or 21. 

Mr. MeGuican. It would have been about that, Mr. DeWind. 

Mr. DeWtxp. I will have te correct that. The first time was 
December 15 and 14. 

Mr. MeGuiean. | wouldn't know. Specifically, it was the date Mr. 
Klein's name was mentioned for the first time, the first time that I saw. 

Mr. DeWinxp. You received this telephone call the following day ? 

Mr. MeGuiean. I think that night. It was at home, T know that 
much, 

Mr. DeWixp. Was Mr. Levy's ame mentioned in the course of this 
conversation ¢ 

Mr. MeGiuiean. No. 

Mr. DeWinxv. When did vou first learn that Mr. Klein knew Mr. 
Levy ? 

Mr. MeGuieanx. IT am not sure. T know that we questioned Mr. 


Klein about it toward the end of February of this year. Or, wait a 
minute now—February’ Maybe it was the end of January of this 
vear. I know it was at the restaurant across the street from the Savoy 


Plaza in New York at luncheon. 1 don’t know whether I knew of the 
fact that he knew a Mr. Levy before that. 1 didn’t know it, certainly, 
before the stuff in the papers. Whether in the intervening gap of 4 or 
+ weeks in there I knew it, I don’t know. I knew I specifically asked 
him at that luncheon. 

Mr. DeWinxp. What did he sav when vou asked him é 

Mr. MeGuiceax. He said he knew a Mr. Levy: yes. 

Mr. DeWinp. Was that all he said / 

Mr. McGuigan. Oh, no; no. T put the questions as vou would, in 
all the forms I could think of: Did he know Mr. Grunewald? Did 
he know Mr. Bridges? Did he ever ask Mr. Levy if he interceded / 
Did he ever tell him to intercede, or any of them? IT ran over all 
of the changes that I could, to which the answer was “No.” He did 
know a Mr. Levy. I am not sure that he mentioned the initials, but 
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the tie-up was obvious since it was a Levy who was acquainted with 
Mr. Oliphant, and he knew a Mr. Levy who had a son in the 
Department. 

Mr. DeWrnp. Did he tell you that he had talked with Mr. Levy 
about this / 

Mr. McGuican. I asked him whether he had seen Mr. Levy since 
he had cotten back. He said he had seen Mr. Levy. And I asked 
him “Did you ask him about these things?” And he said that he had 
not, he didn't waht to cid | ask him, or | know his answer was he 
did not want to embarrass him. I think I asked him whether he had 
asked him about Grunewald or Bridges. and he said “No,” he did not. 
he didn’t want to embarrass him. I think he added that he was not 
going to ask him about it. 

Mr. DeWrnp. Can you establish when this took place? Was it the 
end of January or the end of February ? 

Mr. Mi GuiGan. I can't any better than that. If ] vo back in my 
diaries, perhaps I could. I don’t have them here. I have them 
up through 51. 

Mr. DeWtnp. You have not looked at the diaries ? 

Mr. Mc (it GAN, No: we have been dow I here ever since the question 
arose, 

Mr. DeWInp. You have heard the testimony — 

Mr. McGuigan. I may be able to refresh my memory or recollection 
with my partner, Mr. DeWind. 

Mr. DeWrnp. All right. 

(Mr. MeGuigan confers with Mr. Kilcullen.) 

Mr. MeGuican. We cannot do any better. I do know this: That 
it was on the trip before—remember, he arrived, just arrived, on the 
coast when Mr. Lyon first called us up. He had gotten there that 
Friday or Saturday from having been in New York. It was during 
that trip. We had been down here—what? About off and on for a 
nonth ?7—when we first started to hear about it. 

Mr. DeWinp. No: it is not that long. 

Mr. MeGuican. It was during the trip just before he went back. 

Mr. DeWtnp. Within the past 2 weeks. 

Mr. McGuigan. Oh. no: it was before—he had just arrived on the 
coast, he had just gotten off the train, when Mr. Lyon got in touch 
with us in New York originally and we hauled him back here again. 

Mr. DeWinp. Well, you have not been down here within more than 
certainly the past > weeks. 

Mr. McGuiean. Yes; but then we were talking to Mr. Lyon and 
getting Mr. Klein back East, another week or two on top of that, which 
brings us back into February. That is why I think it is February. 
We could have it checked. We will be glad to do it. 

Mr. DeWrnp. Prior to that time had you talked with anybody con- 
cerning this Levv-Grunewald intervention / 

Mr. McGuigan. No. I didn't tie him up with Grunewald, as a mat- 
ter of fact. 

Mr. DeWtinp. Had you not already talked to Mr. Ellis Rosenberg 
about it? 

Mr. McGuiean. About Grunewald ? 

Mr. DeWinp. About Levy / 

Mr. McGuiean. I may have asked Mr. Rosenberg whether Mr. 
Klein knew Mr. Levy. I may well have. I don’t recall it, but I may 
well have; it would be very natural. 
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Mr. DeW inp. What did Mr. Rosenberg tell you / 

Mr. McGuiean. Well, certainly, if I did he probably would have 
told me that he knew a Mr. Levy. 

Mr. DeWrnp. Is that all of the information you had, Mr. 
McGuigan ? 

Mr. McGutiean. That is all the information I got from Mr. Rosen- 
berg. 

Mr. DeWinp. Did you question Mr. Rosenberg closely / 

Mr. McGuiean. No. 

Mr. DeWrnp. Do you recall when you saw Mr. Rosenberg first 
to discuss this Levy matter? 

Mr. DeWinp. No; I saw him in the first part of January, I know. 
Of course, we saw him the day it broke in the papers, that is true. 
He was on the way to the coast. 

Mr. DeWinp. You saw him the day after it came out in the papers?! 

Mr. McGuigan. I think the same day. 

Mr. DeWinp. What did you ask him about then, and what did he 
say concerning this matter? 

Mr. McGuiean. I either asked him or he said, “Did you see the 
papers this morning?” And we did, and whoever was asked said 
“Yes.” And I am sure I didn’t ask him about Levy. I asked him if 
he had any idea about this Grunewald, or whoever was mentioned, 
Grunewald and Bridges, and he said “No.” 

One thing, Mr. DeWind, Mr. Rosenberg was going out on the coast, 
among other things, to talk about an arbitration we had pending up 
in British Columbia, and we did talk about that the same day. He 
was on his way through. 

Mr. DeWrnp. You are clear that you talked to Rosenberg about it 
on that day and asked him who Levy was? 

Mr. McGuican. No; I don’t think I did. My partner thinks we 
did. I don’t remember it. I don’t think we did. I think it was later. 
It might have been. I can’t tel] you. 

Mr. DeWrnp. I might say it is Mr. Rosenberg’s recollection that 
you did. 

Mr. McGuican. Then my partner and Mr. Rosenberg say that. I 
can’t recall it. I can’t say it didn’t happen that day. 

Mr. DeWrnp. Did Mr. Rosenberg tell you who Mr. Levy was? 

Mr. McGuiean. No. Whenever I did ask him about it he told me 
that Mr. Klein knew a Mr. Levy, and that this Mr. Levy had a son in 
the Department or the Bureau. In other words, Mr. Rosenberg didn’t 
indicate that this must be the Mr. Levy, you see. 

Mr. DeWrnp. He left that question open? 

Mr. McGuiean. He said that he knew that Mr. Klein knew a Mr. 
Levy who had a son in the Bureau. In other words, the conjecture or 
surmise would be that that was the same Mr. Levy, but he didn’t tell 
me that as a matter of fact it was. 

Mr. DeWrinp. When you got hold of Mr. Klein, did you ask him 
who Mr. Levy was? 

Mr. McGuiean. At that time, at that luncheon at Reubin’s Restau- 
rant across from the Savoy Plaza, we asked him who Mr. Levy was. 
He said that Mr. Levy was a lawyer and an old friend of his. 

Mr. DeWinp. Then did you ask him whether Levy had spoken to 
Grunewald ? 

Mr. McGuiean. Yes. 
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Mr. DeWinp. What did he say to that? 

Mr. McGuiean. He said he had not. Well, what I asked him was: 
Did Levy ever tell you he had spoken to Grunewald? Did you ever 
ask that he speak to Grunewald? Did you ever know that he had 
spoken to Grunewald? Did you ever have an idea that Grunewald 
was interfering in your case? I cannot tell you specifically, but I rang 
all the changes on the question I could think of at the time. 

Mr. DeWrnp. This was after Klein had seen Levy? 

Mr. McGuiean. I didn’t know Klein had seen Levy. Yes; he said 
he had seen Levy. I didn’t know it at the time I asked him. those 
questions. When I finished it up, I said, “Have you seen Levy?” 
And he said, “Yes.” Then I asked him whether he had asked Levy 
about Grunewald, and he said “No,” he didn’t want to embarrass him. 

Mr. DeWinp. Did he say he had not asked him about Senator 
Bridges ? 

Mr. McGuiean. I am sure I asked him that. I know if I asked him 
he said “No.” I am almost positive I asked him. I would if I was 
trying to find out. 

Mr. DeWrNp. Did he say Mr. Levy had told him that he had asked 
Mr. Grunewald about the case and that Mr. Grunewald had spoken 
to Mr. Oliphant? 

Mr. MeGutean. No. 

Mr. DeWrnp. Did he deny that he knew anything about any such 
occurrence f 

Mr. McGutiean. Yes; Klein denied he knew anything about Grune- 
wald or Bridges interfering in his case; that is right. 

Mr. DeWinp. Did you know at that time that Mr. Klein had spoken 
to Mr. Levy about the tax case, that is, before you asked him at this 
luncheon? Had you previously known ? 

Mr. McGuican. No, never; because I didn’t know of Mr. Levy’s 
existence, Mr. DeWind. The answer is still “No,” unqualified. 

Mr. DeWinp. Can you be certain Mr. Rosenberg never told you 
that—— 

Mr. McGuican. Klein discussed the case with—— 

Mr. DeWrnp. Talked about the case to Levy ? 

Mr. McGuican. I am sure. 

Mr. DeW1np. Have you heard the testimony here concerning the 
September 16, 1948, occurrence ? 

Mr. McGuieaan. I have. 

Mr. DeWrnp. I direct your attention specifically to the statement 
attributed to Mr. Schoeneman in this record: “I think I will sug- 
gest they have the attorney write to Feidt for a conference. Then 
I can tell Buddy about it.” 

Is it a fact that on September 18, 1948, you addressed a letter to 
the technical staff requesting a conference? 

Mr. McGuiean. There is a letter in our file; yes. 

Mr. DeWrnpv. Did Mr. Klein suggest that you write that letter? 

Mr. McGuiecan. Mr. DeWind, I was in Switzerland: I didn’t 
write it. 

Mr. DeWrnp. Mr. Kilcullen wrote it? 

Mr. McGuiean. I know what the facts are. If you want to get them 
first-hand my partner can tell you, or I will tell you. 

Mr. DeWrinp. What are the facts? 
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Mr. MoGutean. The facts are these: that at the end of July 1948 
my partner received a telephone call from a men named Baradel who 
was in the Intelligence Unit, I guess you call it, of the special agent’s 
office in New York. Mr. Baradel said, “Would you like to come over?” 

Mr. Kean. What was the date / 

Mr. McGuiean. July 30, 1948. He said, “Would you like to come 
over and tell us why we should not indict your man, Mr. Klein?” I 
wasn’t in the office that morning; I came a little later. Mr. Kilcullen 
said, “Yes,” he would, he would call him back. When I came in, an 
hour or so later, Mr. Kilcullen told me about it. We went over, and 
although our diary doesn’t show, we have a recollection of calling 
Mr. Baradel back and saying, “Yes, we would want to come over.” In 
any event, we saw him on August 5, 1948. We had some discussion that 
day about the facts of the case, these 60-cent things, the organization 
of the companies. 

I went back that afternoon and talked with Mr. Baradel’s assistant, 
Mr. Victory, and got from him some of the checks we did not have, 
photostatic checks, and someplace along the line there, I thought it 
was a shorter time, but apparently Mr. Baradel’s records show we 
asked for a 90-day time to get the case worked up to go back and talk 
tothem again. We worked on a reconstruction of the books and checks 
and on the case generally until August 24 of 1948. On August 24, 
1948, we had another call from Mr. Baradel asking us to come over. 
We went over and he told us, or asked, if we had done any work on 
the case. We said, “Yes.” He said, “Are you ready to talk with us 
yet /” We said, “Well, it is a long case.” 

And he said that a Mr. Daniel Bolich, who was his boss, head of the 
Division there, was leaving to go down to Washington, I think he 
specified, and that they would like to have a report on the thing in 
and a decision made before Mr. Bolich went away, since he worked 
on the case very closely with Mr. Baradel and Mr. Victory, and there- 
fore would we get up a brief in support of our position that there was 
no fraud involved in this case. 

We said it was damned short notice, “How much time can we have?” 
He ended up saying that he would like to have it in by a day which 
turned out to be 3 days. So we went back and worked nights and we 
got a memorandum out on August 27 which we took over and hand- 
delivered to Mr. Baradel and Mr. Victory, I believe—yes, Mr. Victory. 
Then we said to Mr. Baradel, “Now, how will we find out what the 
answer is? Will you notify us?” 

He said, “We don’t make any report of these things to the taxpayers. 
The only way you can find out is if the technical staff boys will talk 
to you. They won’t talk about anything on the civil side before the 
criminal is out of the way. So when you ask for a conference on the 
civil side, if you get a conference you know the decision was right; 
there was no criminal prosecution. If they won't talk to you, “the 
decision was bad. That is how you will find out, unless, of course, an 
indictment comes out, and then you will know from that. In the in- 
terim you can take a sample from whether they will talk to you or not.” 

I went to Europe shortly after that. I know that our client was very 
anxious that we find out as early as possible. 

Now, on September 16, 1948, the Prentice-Hall advance letters come 
out announcing Mr. Bolich’s appointment to this job down in Wash- 
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ington as Assistant Commissioner. I know that, although my part- 
ner does not remember this, I do have a recollection that before I went 
to Europe we had decided that one way of knowing when a decision 
was reached. an outside date would be Mr. Bolich’s taking his new 
job, because he was going to write the report. 

, That report came out the 16th, we received it no later than the 
18th. It may have been in the public press the 16th. My partner 
wrote on the 18th. He searched his recollection and he cannot recall 
that he was asked to write on that date. My recollection is that our 
client was asking us to write every day for the time being, or see Mr. 
Baradel. He was on the hook. Days were going by and no answer on 
this: Is there going to be a criminal prosecution of the—— 

Mr. DeWrnp. Let me interrupt you. Did Mr. Baradel tell you to 
whom vou should write / 

Mr. MeGur iN. 1 am not sure whether he told us, Mr. DeWind. 
Certainly he knew. You always write the technical staff, is my un 
derstanding. 

Mr. DeWrnp. Did you know where to address the technical staff ? 
In Washington or New York, or where you would address it 

Mr. McGulGcan. You would address it to the Atlantic Division, | 
ean’t recall. I know it was the technical people we were talking 
about, but I can’t recall—— 

Mr. DeWinp. All right. go ahead. 

Mr. McGuican. In all events, we wrote. 

Mr. IK AN. Would you have Nn your diary any reference as to 
whether Mr. Klein had called you up suggesting whether that letter 
should go out ¢ 

Mr. MeGuiean. Not only that—I wasn’t here, but certainly my 
partner would have a recollection of it, and he has no such recollec- 
tion at all of Mr. Klein asking. 

Mr. Ky AN. No recollection ? 

Mr. McGuican. There is nothing in the diary. 

Mr. Kran. Referring to Mr. Klein? 

Mr. McGuican. There is nothing in the diary. They went through 


every diary we own. They read them. We did not give it to them. 
We gave them the books and they went through them. 
In all events, the wrong answer came back. The technical staff 


wrote us and said, “We haven't got the file yet.” They wrote us on 
November 18—anyway, whenever it was, they wrote us back in a rea 
sonable time, and said, “We haven't got the file.’ So we sweat blood 
for another 4 weeks until a letter dated October 13 came in, setting a 
conference, and we heaved a sigh. In other words, the answer we got 
back wasn't the one we were looking for. It looked bad. 

Mr. DeWinp. You had had no conferences with the technical staff 
up until this time ¢ 

Mr. MceGuican. No, we had had a conference with a gentleman 
named J. W. Carter and a man named Rutan and a bunch of other 
people. 

Mr. DeWrnp. In the Special Adjustment Section ? 

Mr. MoGuican. That is right. That was on June 3, 1948. They 
told us they didn’t have the facts yet and when, as and if they had 
the facts they would get to talk to us. 
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Mr. DeWinp. Mr. Chairman, I suggest we swear Mr. Kilcullen as 
a witness and let him testify. He was present and Mr. McGuigan was 
not. 

Mr. O’Brten (presiding). Do you solemnly swear that the testi- 
mony you will give will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Kitcu_en. Sao 

Mr. DeWtnp. Mr. Kilcullen, did you prepare the letter to the 
technical staff, the September 18 letter? 

Mr. Kuvcuiien. Yes, I did. 

Mr. DeWinp. Did Mr. Klein suggest to you, on or about September 
16 or 17, that you should write that letter ¢ 

Mr. Kitcuuten. I have no recollection that he did, Mr. DeWind. 

Mr. DeWrnp. Does your diary reveal that he was in touch with 
you at that time? 

Mr. Kucu..en. I think the diary will show that we had telephone 
conferences or conferences with him on, I would say, on the average 
of every 2 or 3 days during that period. 

Mr. DeWrnp. Did you have such a conversation or conference on 
September 16, 17, or 18 ¢ 

Mr. Kivcunzen. I don’t recall, I probably did. I can check it in 
the back of the room, if you would like me to. 

Mr. Kean. He might have asked you to write the letter and sug- 
gest it ¢ 

Mr. Kircutten. He might have. My recollection again is that he 
wanted us to write during the entire time, in other words, that my 
function was to hold it back rather than to encourage them. 

Mr. DeWinp. Was this letter addressed to, or to the attention of, 
Mr. Feidt of the technical staff? 

Mr. Kitcun.en. It was addressed to the Chief of the Atlantic Divi- 
sion, who was Mr. Feidt. 

Mr. DeWrnp. Did it mention Mr. Feidt by name? 

Mr. Kircutien. I would assume it probably did. In other words, 
in the normal course, I would check Prentice-Hall service and see 
who the man in charge of the Atlantic division was and address it to 
the person. 

Mr. DeWtrnp. Is that how you learned Mr. Feidt’s name, or did Mr. 
Klein give it to you? 

Mr. Kricunten. I learned Mr. Feidt’s name from the Prentice-Hall 
service, that, I am sure of. 

Mr. DeWinpv. Could you check your diary, Mr. Kilcullen? 

Mr. Kitcunen. Yes, surely. 

Mr. DeWrnp. I did read this to you: “I think I will suggest that 
they have the attorney write to Feidt for a conference.” 

Mr. McGuiean. That is right. 

Mr. DeWinp. That is Mr. Schoeneman’s statement. 

Mr. McGuiean. Yes. 

Mr. DeWrxp. What does your diary show for the 16th, Mr. Kil- 
cullen ? 

Mr. Kucutien. September 16 shows a conference with Mr. Klein, 
Mr. Silver, and Mr. Rosenberg. 

Mr. DeWrnp. What time of the day did that conference occur? 

Mr. Kincuuien. I don’t know. Most likely at breakfast. That is 
the usual hour. 
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Mr. DeWinp. How about the 17th? 

Mr. Kivcuuven. There is nothing listed on the 17th. 

Mr. DeW inp. How about the 18th? 

Mr. Kincutzen. There is listed a conference with Mr. Rosenberg 
and a letter to the technical staff of the Atlantic Division. 

Mr. DeWinp. Did Mr. Rosenberg suggest you write to the technical 
staff ¢ 

Mr. Kiitcuuien. I would be quite certain that he didn’t. 

Mr. DeWinp. He did not / 

Mr. Kivcuutien. That he did not. 

Incidentally, as to the entry on September 16 of a conference with 
Mr. Klein, Mr. Silver, and Mr. Rosenberg, Mr. Silver’s presence at 
that conference would indicate normally that it had reference to the 
current distribution of whisky. 

Mr. McGvuiean. More than that. 

Mr. Kincutiten. On the 20th—and I know this from having gone 
over it with Mr. Lyon and Mr. Riordan before— on the 20th Mr. 
Klein sent me drafts of a liquor-import contract, and on the 21st I 
began to work on the contract for the importation of Harwoods via 
Renfield Importers, Ltd. So I would assume that the conference 
on September 16 dealt with negotiations with Renfield for the im- 
portation contract, but I can judge that only by the inclusion of Mr. 
Silver in that conference. 

Mr. DeWinp. Do you keep a record of telephone calls from Mr. 
Klein ‘ 

Mr. Kincuntten. Yes. I mean, I wouldn't guarantee its accuracy, 
but we list telephone conferences as well as conferences. 

Mr. DeWinp. Were any telephone calls listed for the 16th, 17th, or 
isth of September 1948 ¢ 

Mr. Kincutien. No. 

Mr. DeWinp. In view of the fact that you saw Mr. Klein on Septem- 
ber 16 and Mr. Rosenberg on the 18th, can you not be certain that they 
did not ask you to write to the technical staff ? 

Mr. Kivcutien. I could not be certain, Mr. DeWind. I would say 
that I would feel quite certain that Mr. Rosenberg did not. I couldn't 
say that on September 16, in addition to probably a discussion about 
Renfield, that Mr. Klein didn’t say, “Will you please write down and 
find out what is doing?” because my impression is he would probably 
be saying that every time I spoke to him from the end of August. 

Mr. Kean. Why can you be almost certain that Mr. Rosenberg did 
not ¢ 

Mr. Krvccuien. Because I don’t think it would be something that 
Mr. Klein would ask me to do through Mr. Rosenberg, that is all— 
nothing more than that. 

Mr. DeWrnp. Is not Mr. Rosenberg practically Mr. Klein’s alter 
ego ¢ 

Mr. Kircutien. A very personal attorney, but he carried a lot of 
messages between us. 

Mr. DeWtinp. How long previously had Baradel told you that the 
way to find out the criminal aspect had been dropped was to write a 
letter to the technical staff ? 

Mr. KincuLten. August 22. 

Mr. DeWinp. That was 3 weeks prior ? 

Mr. Kinrcuntien. That is right. 
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Mr. DeWinp. What precipitated the decision to try it out on Sep- 
tember 18 / 

Mr. Kincutien. I don’t know, Mr. DeWind. All I can say is this: 
after I first discussed this, or after Mr. McGuigan and I first discussed 
this with Mr. Lyon, I believe going back on the train, I told Mr. Me- 
Guigan when I got back to the office I would check to see at what time 
we first learned of Mr. Bolich’s appointment to his new job, that that 
might provide a possible occasion for this date rather than some other 
date. I went back to the office the next day and checked, and found 
that the notice of his appointment appeared in the Prentice-Hall 
Weekly Letter dated September 16. I then checked on the current 
report there to see how long they took to reach our office and they come 
in 1 or 2 days thereafter, after the date they bear, which means either 
or September 17 or on September 15 I learned in Prentice-Hall service 
that Mr. Bolich had been appointed to his new job, and therefore pre- 
sumably had filed his report. 

Mr. DeWrnp. Was that a notice that he had been sworn in and had 
taken office ? 

Mr. Kinecutien. That is right. 

Mr. Curtis. Do you read it the same day it comes In ¢ 

Mr. Kincutten. What is that? 

Mr. Curris. Do you usually get time to read the bulletin the same 
day it comes in? 

Mr. Kincuntien. Usually—not always. 

Mr. Curtis. There might have been a day or two lapse ¢ 

Mr. Kincutten. There might have been a day or two lapse. I can- 
not say at this time that is why I wrote it that day. I was merely 
looking around when this apparent comeidence was pointed out to us. 
I was looking around for something else which might point to that 
day rather than to some other day, because, on general recollection, 
it wouldn’t surprise me that we find we had written the technical staff 
any time from August 28, on. 

Mr. DeWinp. Now, on March 1, 1949, there is this record that Mr. 
Oliphant made in the Bureau of Internal Revenue that he had con- 
ferred with Commissioner Schoeneman, Commissioner Bolich and 
Senator Bridges, and Mr. Oliphant makes the note “The Commissioner 
advised him”—that is, the Senator—*to address a letter to me only, 
setting out the hardship and asking for a conference.” 

Mr. McGuiean. And we wrote on March 2. 

Mr. DeWinp. On March 2 you wrote on the hardship of the jeop- 
ardy assessment. 

Mr. MeGuiean. That is right. 

Mr. DeWinp. Did Mr. Klein communicate with you on March 1 or 
on March 2 of 1949? 

Mr. MeGouiean. If you like, Mr. DeWind, may I state the occasion 
for writing, as we recall it ¢ 

Mr. DeWrnp. Certainly. 

Mr. McGuican. The Renfield negotiations were started in Septem- 
ber while I was away, in 1948. 

Mr. DeWrnp. These were discussions as to whether Renfield 

Mr. McGuican. Would become the importer. The brand was be- 
ing imported by a company called Carillon, which was a subsidiary of 
R.C. Williams & Co. Williams was getting out of the liquor business. 
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And the problem was becoming acute—who would take the brand over, 
once Carillon clropped out of the picture. 

There was some dissatisfaction, | think, with the number of sales 
men being employed, also. Negotiations began with this company- 

Mr. DeWrinp. That is, Renfield Importers ¢ 

Mr. McGulIGan. Rentield Importers, Ltd. It has a New Jersey 
corporation and a New York corporation to act as Importer in New 
York. 

Mr. DeWrnp. That is the company Joseph Reinfeld is in? 

Mr. MeGuiean. No: Joe Reinfeld is associated with the New Jersey 
company, but not the New York company, as Ll understand it. 

Negotiations started back there in September 1948 with Reinfeld. 
They broke down, and we were casting around, or rather the com 
pany Was casting around, for a way of getting an importer. 

\ number of things were explored. One was the possibility of 
having a subsidiary company of United Distillers, Ltd., formed down 
nere to handle the bi mad, and, aus the cliiaries seem to indicate, we 
did a vreat deal of work On the possibility of having a subsidiary. 
I wrote an Opinio! letter dated February 9, 1949, as to whether that 
would constitute doing business down here so that suits against 
the parent company or unrelated matters could be brought by serving 
the subsidiary. 

The possibility was also explored that the H. Harvey Co. could 
go back in business and handle some of the UDI brands. 

Whenever we talked about the H. Harvey Co., we ran into a 
stonewall, that the H. Harvey Co. was under a jeopardy assessment, 
and we were concerned not only with the effect of the assessment 
on itsown funds and operations, but with the concern that if H. Harvey 
Co, imported Harwood’s from UDI and sold it down here and 
got receivables in and owed the money to Canada, the collector might 
step in and grab the money before the debt to Canada was paid, 
saving, “You are general creditors: you stand behind the tax people, 
who come first.” 

For some time we had been talking with Mr. Klein, and I think 
I had been talking with Fred Sheppard in Vancouver, about whether 
or not we might be able to use the H. Harvey Co., if a lifting or a 
partial lifting of the jeopardy assessment could be accomplished. 

In that connection, my partner did eall up and talk to a tax friend 
of his about the proper procedure—where would you go, whom would 
you talk to. and that sort of thing. 

On March 2, we did write the one place that you would write, which 
is the general counsel's office. 

Mr. DeWtinxv. Then, Mr. McGuigan, is it fair to say that at the 
time, during February of 1949, there was a very considerable amount 
ol pressure and reason to try to get rid of this jeopardy assessment 
somehow / 

Mr. MceGuican. It was a handicap in the Harvey t didn’t come 
out that way,as you know, Mr. DeWind. 

The negotiations with Reinfeld were renewed, and that company 
took over. But at that time there was certainly a very 

Mr. DeWinp. There was certainly a particular pressing reaso! 
to try to settle the jeopardy ¢ 

Mr. MeGuiean. At that time there was a reason to get the jeopardy 
hfted—that is why we wrote. 
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Mr. DeWrnp. Was there a conference or conversation with Klein on 
March 1 or March 2? 

Mr. McGuigan. Was there one on March 1? 

Mr. Kricutzen. None on March 1. On March 2 there was a confer- 
ence with Mr. Klein and with Ellis Rosenberg and Mr. Haas, re lift- 
ing the jeopardy; re Hannes Co. return, which is the same as Tivoli, 
which was mentioned this morning, re release from Williams. 

There is also a notation in both our diaries that we wrote to Mr. 
Oliphant. 

Mr. DeWrnp. Did Mr. Klein request or suggest that you should im- 
mediately write to Oliphant ¢ 

Mr. McGutean. Our recollection, Mr. DeWind—and we searched 
our memories carefully on this—our recollection is that the sugges- 
tion came from us and not from Mr. Klein. We have tried hard. ‘We 
knew about the coincidence and that is our recollection. 

Mr. Kean. I did not get that. Your recollection is that he did not 
ask you ¢ 

Mr. McGuican. No—that we suggested it. 

Mr. Kean. You suggested it? 

Mr. McGuican. That is right. 

Mr. Kean. Mr. Rosenberg was also present at that conference ¢ 

Mr. McGutean. That is right. 

Mr. Kean. He was also present on the day you wrote the other 
letter ? 

Mr. McGuiean. That is right. 

Mr. DeWrnp. Why did you decide to write to Oliphant, rather than 
somebody else, the technical staff or the Commissioner ¢ 

Mr. McGuiean. In the first place, we had talked with the technical 
staff about it back in December, and they had told us they were not 
the people to see, they were not the people to write. 

Mr. DeWinp. But they said to write to Oliphant ¢ 

Mr. McGuican. No: they said they didn’t know where to write. 
Somebody there said the collector might be the right place: some- 
body, as I recall, also suggested the chief counsel's office. We did 
check outside and were told it was the chief counsel's office. 

Mr. DeWrxp. Who told you to write the chief counsel ? 

Mr. MeGuiean. They told Dick. 

Mr. Kitcutten. As I told Mr. DeWind earlier, it was my recollec- 
tion that while we were discussing this revitalizing of the H. Harvey 
Co. I checked with several friends of mine who were tax lawyers in 
New York and asked them where I should write. I have been able 
to check since with two of the three people that I thought it would be 
most likely that I had called, and those two people both remembered— 
obviously they don’t remember whether it was March of 1949 or what 
other time it was, except it was a long time ago—they both recall that 
I did ask them. 

In one case their recollection is that they were able to furnish no in 
formation to me, but did know that I was concerned about being in 
the wrong office, because it would look as if I had gone over the heads 
of the technical staff. 

In other words, it would look like an excuse for a general conference 
on the case. 

The other person remembers my asking, and also remembers that 
he would have told me to write either to the chief counsel or to the 
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Chief of the Criminal and Compromise Division of the Department 
of Justice. 

Mr. DeWrnp. Can you say Mr. Rosenberg did not say to write to 
Oliphant ? 

Mr. Kivcctuen. I could be virtually certain, Mr. DeWind. 

Mr. DeWinp. Can you be certain Mr. Klein did not say to write 
a letter to Oliphant? 

Mr. Kinvcutien. I can be very certain. And this is principally why 
I am certain, in other words, why I feel that this is, from my stand 
point, not a fortunate coincidence, but still a coincidence : 

My recollection is clear on the point, (1) that writing specifically 
to lift the jeopardy assessment was my idea; and (2) that my inquiries 
as to where and how that should be accomplished extended over some 
period of time. When I say “some period of time”—1 or 2 weeks. 
That is why I say I think I can be quite certain that Mr. Klein did 
not tell me or ask me on March 2 to write to Mr. Oliphant, when | 
wrote him that day. 

Mr. DeWinp. Now, on November 3, 1949, the Bureau records show 
that there was a telephone call between Mr. Oliphant and Mr. Grune- 
wald, and the record shows Oliphant saying this to Mr. Grunewald: 

They will get a letter next week inviting them to come in for a conference 
and possible settlement, and that they should get together their best offer, and 
if we can take it we will, and if not, we will reject it 
Now, did you within that next week receive a letter inviting you to 
come in for a conference ¢ 

Mr. MeGuican. I will get the correspondence file. 

We have a letter dated November 8. 1949. I don’t know when it 
came mn. 

Mr. 8); WHINp. I ve davs later you vot a letter addressed to you? 

Mr. McGuigan. One dated 5 days later and addressed to me: ves. 

Mr. li Winp. Does that suggest that you have a conference and 
make an offer of settlement ? 

Mr. McGuiean. Let’s see now. We had written them on October 3 
asking for a conference, and they set the conference for November 14. 
And it said that the conference discussions might well be facilitated 
if the taxpayer is prepared to make a firm proposal for settlement of 
the case. 

Mr. DeWinp. Did you have the conference on November 14? 

Mr. McGuiean. I believe so. 

Mr. Kincunien. Yes: we did. 

Mr. DEWinv. Was an offer of settlement made at that conference ¢ 

Mr. McGuiean. Yes. The offer apparently was dated Novem 
ber 12. 

Mr. DeWinp. What was the amount of the offer made then ? 

Mr. McGuiean. $1,000,000 in addition to the $1,200,000 already 
paid, 

Mr. DeEWINbD. Was that the first offer? 

Mr. McGuiean. No; there had been an offer made a vear before. 

Mr. DeWinp. Was that the first offer of $100,000 to settle the case / 

Mr. MeGuiean. That is right. 

Mr. DeWinv. Then this offer is the first really substantial offer 

Mr. Mecht IGAN. Yes. Except this, Mr. DeW ind: At the time the 
first offer was made the only issue in the case was an issue we still do 
not think is worth very much. 
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Mr. DeWtnp. I do not want to get into that. 

Mr. McGuiean. I see. That was the first offer. 

Mr. DeWrinp. Did this offer include the years 1944, 1945, 1946, and 
LD4T ¢ 

Mr. McGuiean. Yes. 

Mr. DeWinv. When did you first indicate you would be willing to 
make such an offer? 

Mr. MeGuiean. Of $1,000,000 ¢ 

Mr. DeWrnNb. Yes. 

Mr. MeGuicanx. We hand delivered it when we went down there 
on the 14th. 

Mr. DeWtnp. Was that the first time such a figure had been men- 
tioned ¢ 

Mr. McGuiean. I guess. 

Mr. DeWinv. When did Klein first indicate to you he would be 
willing to put up $1,000,000 to settle the case ¢ 

Mr. MceGuican. This day we went down, the day before we went 
down, I suggested a million dollars to him. 

Mr. DeWinp. When did—— 

Mr. MeGuiean. On the 12th. 

Mr. DeW inv. When did you decide to put the year 1947 in there ? 

Mr. MeGuiean. Way back. I cannot recall, Mr. DeWind; 1947 
has been in the thing for a long time. In the first place, you see, in 
his return he reported the tax for 1947. 

Mr. DezWinpb. That was the first communication you made to the 
Bureau that you would be willing to put up a million dollars? 

Mr. McGuican. That was the first communication we made to the 
Bureau. 

Mr. DeWinpb. That was in November of 1949? 

Mr. McGuican. November of 1949. 

Mr. DeWunp. The records of the Bureau indicate that on June 20, 
1949, there was a conference between Bureau people with no outsiders 
present, which Mr. Oliphant attended, with Mr. Marrs, Mr. Feidt, and 
Mr. Steynen and Mr. Green and Mr. Leming. 

At that conference, the record states: 

cs. 


that is Mr. Oliphant— 
says taxpayer will settle for an additional million dollars to settle 1944, 1945, 
1946, and 1947. 

Mr. McGuigan. No. 

Mr. DeWinp. So that 6 .wonths almost, before you people ever 
neard of the million-dollar offer, Oliphant had reported in the Bureau 
that they were going to put up a million dollars? 

Mr. McGuiean. That was the first we had heard of it. As a matter 
of fact, here before we got off this letter of the 12th I have entries in 
the diary : “Working on the figures to be offered.” 

I know we went through and calculated the various issues, how much 
was involved in each one, and the percentage that we thought the case 
was worth. 

Mr. DeWinp. As far as you know, this was conclusive evidence that 
your client had made some sort of communication unknown to you to 
the Bureau, almost 6 months before you did? 
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Mr. McGutean. It is not conclusive evidence for me, Mr. DeWind. 
I don’t know anything about it. 

Mr. Kean. Yes. 

Mr. DeWinp. Mr. Oliphant reported “Taxpayer will settle for an 
additional $1,000,000.” 

Mr. KincuLten. Someone represented to Mr. Oliphant that he 
would. 

Mr. Kean. It seems pretty evident that there might have been 
another pipeline. The Bureau would not decide themselves. 

Mr. McGuican. I worked on the figures. We broke them down by 
issues, and percentages on them. We came out with a figure of $900,000 
range, and rounded it off to $1,000,000. Mr. Klein was not in New 
York; he was out in Chicago. I telephoned him on the 12th, and I 
said I thought we ought to go $1,000,000. I went through the riga- 
marole of how much on each issue, and he said “O. K., if that is your 
judgment.” 

I went through with the Bureau the rigamarole on how we came out 
with that. 

Mr. Kean. And all the time you were doing this work, Mr. Klein 
had already agreed he would settle for $1,000,000, so you wasted your 
time ¢ 

Mr. McGuiean. I don’t know if I wasted it or not, but I certainly 
didn’t. 

Mr. DeWrnp. Have you an explanation of how Mr. Oliphant would 
have a $1,000,000 figure and say the taxpayers are willing to pay this? 

Mr. McGuiean. No; I do not. 

Mr. DeWinv. Who helped you prepare the $1,000,000 figure ¢ 

Mr. McGuiean. Pardon? 

Mr. DeWinxv. Who helped you prepare the computation which 
would indicate $1,000,000 ¢ 

Mr. MeGuiean. Just Richard and myself—no more. 

Mr. DeWinv. Did not Rosenberg sit in on it? 

Mr. McGuiean. No. 

Mr. DeWinp. Klein had no part of it? 

Mr. McGuiean. Klein wasn't even here. 

Mr. DeWinv. Did Haas get in the picture? 

Mr. MeGuiean. No. 

Mr. DeWinv. Did anybody other than yourself clear that $1,000,000 
figure before you submitted it? 

Mr. McGuiean. No. And, mind you, that the work on the $1,000,- 
000 figure wasn’t back in June, it was here on November 11. 

Mr. DeWinp. Surely Mr. Klein had authorized $1,000,000 as a 
figure ? 

Mr. McGuiean. He did, on November 12. 

Mr. DeWinp. For the first time ? 

Mr. MeGuiean. For the first time. 

Mr. DeWrnp. And the figure was your suggestion and not his? 

Mr. MeGuiean. That is right. I think we showed him our work 
sheets on it. 

Mr. DeWrnp. You never had a prior inkling about $1,000,000 ? 

Mr. McGuigan. No. As a matter of fact, we expected a battle on 
that $1,000,000, 

Mr. DeWinp. Are you certain that you never discussed your belief 
or notion that about $1,000,000 was the next offer to make ¢ 
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Mr. McGuiean. No; I am certain we did not. We went through 
it step by step and figured it out, Mr. DeWind. 

Mr. DeW inp. It is truly remarkable that Mr. Oliphant was able to 
read the minds of a taxpayer 6 months in advance, as to what figure 
he would offer. 

Mr. McGuiean. It is a round figure. I don’t know whether he read 
anybody's mind, or whether it was represented to him. 

Mr. DeWrxv. Whoever told Oliphant that, it was not you? 

Mr. MceGuiean. It certainly was not me. 

Mr. Kean. There seems to have been some sort of mental telepathy 
between Mr. Klein and the Bureau and your office. It is incredible; 
it is almost incredible, although I do believe you about the facts. 

Mr. McGuican. There is the diary. We worked on the figures. 
We did not do it until November. 

Mr. Kean. You did not know of the two conferences in Washington, 
but there is no proof that in some way the idea of writing those two 
letters was not put in your mind through Mr. Klein or Mr. Rosenberg 
or somebody. 

Mr. McGutean. The only thing about that, Mr. Kean, is this: If 
Mr. Klein had said to us, “You write Mr. Oliphant about this,” we 
certainly would not have done it without checking. I mean it is 
natural, if Klein wants to write somebody, you do it if it is proper— 
to ask for a conference—of course you do. But we would certainly 
have checked to see if that was the place to go. We do remember we 
independently consulted people. We were asking about it among our 
friends. We did not get the name from him; we got the name from 
a very learned tax lawyer that the place was the chief counsel’s office. 

Mr. Kran. But you acknowledge that it is extraordinary coinci- 
de ‘nce that those meetings were held in the Bureau and that within 
2 days you take just the action that they suggested ¢ 

Mr. McGuiean. That is right. 

Mr. DeWinxp. When did you first decide to put in 1947? 

Mr. McGuiean. I cannot remember, Mr. DeWind. I know that 
that problem was in the case for some time. 

Mr. DeWinp. This note back in June says this: 

To settle 1944, 1945, 1946, and 1947 (not then before the technical staff). 

Mr. DeWtnp. So it was very specific. Oliphant says: 

Taxpayer will settle for an additional $1,000,000, to settle 1944, 1945, 1946, and 
1947 (not then before the technical staff). 

Mr. Kean. He does not say he thinks. It says “he will.” 

Mr. MeGvicax. He was willing to do it in November. 

Mr. DeWinp. When did you first get 1947 into the picture? 

Mr. MeGuican. I cannot recall, Mr. DeWind. It was in the pic 
ture because it involved the company mentioned this morning. It 
involved the return for 1947 which reported $1,200,000, which would 


be a refund on that. 

Mr. DeWrtxp. Does your diary indicate when vou first decided that 
1947 should be brought in, in addition to the other 3 years / 

Mr. Kincunnren, My recollection is that it came up during a confer 
ence with the Bureau. That is only a recollection, but that is my 
recollection, and it would be answer enough, since the money was pat 
during that vear, and since the additional company was clearly a part 


of the fact matter that had to be covered in the assessment. 
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But my recollection is that it came up for the first time in discussion 
with the Bureau. 

Mr. DeWrnp. Well. then. on December 20, 1949, the next month, 
in a telephone call from Mr. Grunewald to Mr. Oliphant, Mr. Grune- 
wald said, “That fellow Burns in New York’—who is Burns 
3-u-r-n-s ¢ 
Mr. MceGuican. I don't know. 
Mr. DeWrnp (reading) : 


Phat fellow Burns in New York has that all written up, or all investigated 
He told those fellows—said he could write it up in a matter of hours. He said, 
“There is no hurry about it. I will write it up after the first of the year.” 

Mr. OLIPHANT. You are getting some double talk. I have got an expedite on it 

Mr. GRUNEWALD. He said there was an expedite on it, but he would do it after 
the first of the vea) 

Mr. OuipHanr. You're getting some double talk 
That is December 20. 1949. 

Do you know what matter that related to / 

Mr. McGuican. I haven't the slightest idea. I don't know anvbody 
] aimed Bum lis 

Mi Dt Winpb Had you had any cliscussion with anybody about 
vetting 1947 audited by the revenue agent so that you could 
he settlement ¢ 


vet it into 

Mr. MceGiuican. No: at some plane e ulong the line we were talking to 
the technical staff, and the year 1947 came up. They sald, “Well, that 
will have to be audited before we can settle it.” But that is the only 
time. When that was. I can’t remember. 

Mr. DeWinp. Was Burns an agent that audited the return / 

Mr. MceGuican. Search me. 

Mr. Kineuituen. We didn’t confer with anybody. 

Mr. McGuigan. We haven't conferred with any agents. 

Mr. DeWinp. Y¥« do not know which agent audited the 1947 
return 

Mr. McGittegan. No. We do know that the technical staff said 
something about it would have to be audited, at one of our confer 
ences. Which one, I don't know. 

Mr. DeWiunp ! it would be standard procedure, that before yor 
could settle it Vou would have to have an audit of the year ¢ 


Mr. MeGuican. That is right—and when that was, I don’t know. 

Mr. DeWinp. Was that the first mention of 1947 that you had 
heard that had come up, when they said that that year would have 
to be audited If you wanted to get it into the settlement ? 


Mr. MeCGivican. I don't know: we had talked about 1947, I am sure. 
from the very by ginning, because it was in the picture there. 

Mr. DeWrinxp. You have no notion or suggestion as to how Mr. 
Grunewald might have known that somebody in New York by the 

ame of Burns had the case / ; 

Mr. McG IAN, No. 

Mr. DeWinp. You had nothing to do with that audit ? 

Mr. MeGuican. No. 

Mr. DeWiunp. Insofar as you can see, this is just another situation 
in Which somebody was representing your client in a matter at this 
time that you had no know edge of ¢ 

Mr. McGuiean. If that reference is to his return. There is nothing 
from the discussion you gave that shows that, but, if it was, It cer 
tainly Was as VOU Say. 
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Mr. DeWinp (reading) : 

That fellow Burns in New York has that all written up, or all investigated. 
He told those fellows—he said he could write it up in a matter of hours. He said, 
“There's no hurry about it, I'll write it up after the first of the year.” 

That certainly sounds like an agent’s report, does it not ? 

Mr. MeGuiean. Whose audit or whose return it refers to, I don’t 
know. 

Mr. DeWinp. Did you have a conference on July 27, 1951? 

Mr. McGuican. I believe so. ; 

Mr. DeWinp. That was a technical staff conference ? 

Mr. McGuican. Yes, it was about then. It was in the summer of 
1951. It was up in Mr. Stowe’s office. 

Mr. DeWrnpv. How was that conference set up? 

Mr. McGuiean. Let’s see now. We had an offer in—it is in the 
correspondence. We had an offer, and the offer sat there—meanwhile 
the offer sat there. 

We finally got a letter that it was unacceptable, or something like 
that. It was unacceptable, but “if you want a further conference, 
write.” 

Mr. DeW inp. What is the date of that letter? 

Mr. McGuiean. May 24, 1951. 

Mr. DeWinp. That did not set the July 27 conference? 

Mr. MceGuiean. That did not set it. We wrote on June 7, 1951, 
and said that Mr. Klein was away, and when he returned we would 
discuss the whole matter with him and write for an appointment. 

And then we wrote for the appointment on June 26, 1951, and got 
a reply dated July 12, 1951, setting up the conference at 2 o’clock on 
Friday, July 27. 

Mr. DeWinp. That letter is dated July 12? 

Mr. McGuiean. July 12. 

Mr. DeWrnp. 1951? 

Mr. McGuiean. Yes. 

Mr. DeWrnp. Who signed that letter? 

Mr. McGuican. George W. Feidt, head, Atlantic division, technical 
staff. 

Mr. DeWrinp. That was set for the 27th? 

Mr. McGuiean. For the 27th, yes; 2 p. m. on Friday, July 27, 
room 3010, Internal Revenue Building. 

Mr. DeWrnpv. Now, on July 10, 1951, there is a Bureau record of a 
telephone call from Senator Bridges to Oliphant, and this is the rec- 
ord of the conversation : 

Senator Brivces. Thinking over that matter whether to postpone or not. I 
would be inclined to go ahead. It has dragged on and on, and while that fellow 
has a different job he would still have his finger in it, if you will have a date set 


for a conference. 
Mr. Ovtreuant. O. K. Fine. We will write a letter setting the conference 


next week, maybe. 
Senator Bripces. When you set the date, will you let me know? 


Mr. OnirHant. Sure will. 
Then there is a parenthetical note: 

(C. O. called back later and told him about conference date, 2 o'clock, July 16.) 
Then there is a note: 


(Oliphant, telephone call to Mr. Stowe, the technical staff, conference ar- 
ranged 2 p. m., Monday, July 16. Stowe to write letter.) 





holy aS, 
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On July 11, 1951, a telephone call from Mr. Stowe to Mr. Oliphant. 
It does not show the actual words, but it Says: 

Conference not to be held on the 16th. to be held couple of weeks later, to allow 
Green and others to return from vacation. 

On that same day, July 11, 1951, there is a telephone call to Senator 
Bridges from Oliphant, which goes as follows: 

Mr. OvreHaAntT. On that case we were talking about, Stowe just called me back 
and he is the kind of a fellow who will exercise some independent judgment on 
that. He wants a real chance to get into it, and wants to put that down for the 
27th of July. 

Senator Bripces. That is O. K 

Mr. OureH ant. I told you the 16th, but I think the thing to do is to put it over 
until then. 

Senator Bripces. That is O. K. Fine 

Mr. OvrPHANYT. That runs pretty close to the 31st, but I really think that is the 
thing to do 

Senator Bripvces. Fine, thank you, Charlie. 

The date of the letter you give then is July 12? 

Mr. McGuiean. July 12. 

Mr. DeWinp. That is signed by—— 

Mr. McGuiean. Mr. Feidt. 

Mr. DeWrnp. Mr. Feidt, head of the Atlantic division, technical 
staff. 

Mr. McGuiean. That isright. Yes; his initials are on it, too. 

Mr. DeWINp. You had requested ho conference in that case since 
May; is that right ? 

Mr. McGuican. No; June—was it June 26? 

Mr. DeWrnp. June 26 you requested a conference ? 

Mr. McGuiean. We said “We will be glad to come down any time 
it is convenient.” ; 

Mr. Byrnes. What is the significance of July 31? Have you any 
idea ? 

Mr. DeWrnp. Can you attribute any significance to “getting pretty 
close to the 31st? ; 

Mr. McGuiean. No; none at all. 

Mr. Kean. When did Mr. Bolich get appointed ? Was that that 
year 

Mr. DeWinp. No: this is 1951. 

Mr. Kean. Oh, this was 1951, this year. 

Mr. DeWrtnp. Last year. 

Does your record show any conference with Mr. Klein after June 
26 ¢ 

Mr. McGuican. After June 26? 

Mr. DeWinp. With respect to expediting or attempting to expedite 
that conference ? ; 

Mr. McGuigan. No: Mr. DeWind. 

Mr. DeWrnp. In this time, between November of 1949 and Julv of 
1951, what had happened to that $1,000,000 offer ? , 

Mr. McGuican. The $1,000,000 offer had been rejected. 

Mr. DeWrinp. When was it rejected ? 

Mr. McGutean. In the letter of May 24. 

Mr. DeWrnp. So between November of 1949 and May 24. 1951. the 

$1.000.000 offer was pending ? ; 

Mr. McGuiean. No, it was rejected. 

Mr. DeWrnp. It wasn’t rejected until May, from 1949 to 1951. 
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Mr. McGuiean. I misunderstood you. Yes, that is right. It was 
pending. 

Mr. DeWrnp. Did you do anything to get the thing moving again 
in May of 1951? 

Mr. McGuiean. No; we asked around about what you ought to 
do in a situation like that and the census was you kept your hands 
off. I know one distinguished tax lawyer said he had one that sat 
for well over a year, and he asked a question and got a refusal right 
back. He said, “Just let the Bureau work its own troubles out.” 

Mr. DeWinp. Was that the first time vou learned this offer was 
going to be rejected ? 

Mr. MoGuiean. Oh, yes. 

Mr. DeWrnp. You had no indication before in any way 

Mr. McGuigan. No. Asa matter of fact, we thought the longer it 
sat the more hopeful it looked. 

Mr. DeWrnp. I beg vour pardon ? 

Mr. McGuiean. We sort of felt the longer it sat the more hope- 
ful it looked. 

Mr. DeWinp. Well, the Bureau records indicate that the decision 
to reject was actually reached on February 3, 1950. 

Mr. McoGuiean. When? 

Mr. DeWinp. February 3, 1950. 

Mr. McGuiean. It wasn’t put in until November 1950. 

Mr. Kircunien. 1949. 

Mr. MeGuiean. 1949—I beg your pardon. 

Mr. DeWrnp. From February 3, 1950, until May of the following 
vear, whomever else they told, they didn’t tell the taxpayer’s own 
counsel. 

Mr. McGuiean. They didn’t tell us. 

Mr. DeWinp. Did Mr. Klein during that period indicate to you 
in any way that the $1,000,000 offer was in trouble? 

Mr. McGuiean. No: as a matter of fact, we talked about it from 
time to time: “Have you heard yet?” “No.” And our discussion was 
along the line that he was getting serious consideration, and that 
it was probably pretty much in the range. 

Mr. DeWinp. Did Klein ever push you to’do something about it ? 

Mr. McGuican. No, he didn’t. We talked about it. There were 
times when we thought we ought to write down and trv to shove it. 
At times we thought we shouldn't. We did talk around. We may have 
asked you, Mr. DeWind. We asked a lot of people what you should 
do in a situation like that, and we got the report that in other cases, 
sitting for a year or more, and “you had better let it lie.” Sometimes 
we thought that was good judgment and sometimes we didn’t. We 
hashed it both ways during that period. 

Mr. DeWrnp. The record definitely indicates the decision was 
reached as early as February 3, 1950, that that $1,000,000 offer was 
out. I will certainly concede it is difficult for attorneys to handle 
a case when they do not know what is goingon. Asa matter of fact, 
the record shows, Mr. McGuigan, that a letter was actually prepared 
to be forwarded to you from the chief counsel's office on July 5, 1950, 
rejecting the offer, but it was never sent to you. 

Mr. McGuiean. A conspiracy of silence. 

Mr. Curtis. Had you received that letter it would have been inform- 
ative. 
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Mr. McGuiean. We would have known we had either to come up or 
fight. Our hopes were growing bigger and bigger as the months 
rolled on. 

Mr. DeWrnp. It just took 10 months to mail the letter. 

Chairman Kine. It is true, Mr. McGuigan, that as attorney for Mr. 
Klein you are learning considerable of his case from unusual sources. 

Mr. McGuiean. I am that. As a matter of fact, when we went 
down to the next conference, we made the argument: “Of course, that 
offer must be in line. It must be when you sat on it solong. It must 
have been serious. It must have been pretty good.” 

We are still trving to settle it for $1,000,000 in the next conference. 

Mr. DeWinp. You got your letter of rejection on May 24? 

Mr. McGuican. Dated May 24. I mean, I don’t know when we got 
it. Obviously, if it was mailed out that day we got it in about a day 
or two. 

Mr. DeWinpb. Now, on May 16, there was a telephone conversa- 
tion recorded in the Bureau between the Commissioner and Mr. Oli- 
phant ; the Commissioner says: 

I have an appointment with Senator Bridges at 4 o’clock. He wanted to know 
whether I could have you present 

Mr. OLtrpHANT. Yes. You know what that is on. 

The CoMMISSIONER. The same old one? 

Mr. OLIPHANT. I think so. 

Che COMMISSIONER. Don’t know what we can do about that. 

Mr. OLIPHANT. Can ask Cliff to look at it. 

Mr. McGuicaxn. Who? 

Mr. DeWinp. It must be Cliff Stowe, but that is a surmise— 

Can ask Cliff to look at it. 

The COMMISSIONER. On its merits—definitely on its .merits. See you at 4 
o'clock. 

Then you get your rejection May 24. 

Mr. McGuiean. Yes. 

Mr. DeWINp. Let me go back to December of 1951 when Rosen- 
berg comes to see you, the day after. 

Mr. McGuican. December of 1951? 

Mr. DeWinp. Yes, December of 1951. Rosenberg comes in to see 
you the day after the news breaks in the papers. 

Mr. McGutean. I think it is the same day. 

Mr. DeWinp. The same day Grunewald shows up in the news- 
papers as having been interested in your case. 

Mr. MoGuiean. At least Klein’s name showed up, and I imagine 
Grunewald’s did, too. 

Mr. DeWinp. And Levy's name was mentioned. 

Mr. MoGuiean. Yes; all I remember was Klein’s name being 
mentioned. 

Mr. DeWrnp. Can you now be sure whether or not you asked 
Rosenberg about Levy on that day? 

Mr. MeGuiean. I don’t think I did, but I obviously cannot be sure 
about it. I don’t think I did. 

Mr. Kivcutten. May I interrupt a minute? TI have stated before 
that it was my recollection that we did. I now wonder, for this 
reason: The morning report in the morning paper, as I recall it, spoke 
only of the case having been mentioned in connection with Senator 
Bridges and Mr. Grunewald. My recollection now is that the first 
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word we had, as was later reported, of a luncheon between Mr. 
Grunewald and Mr. Levy and Mr. Oliphant I got from the Associated 
Press that afternoon. 

Mr. MeGuiean. Maybe that is right. 

Mr. Kivcvutien. If that was true, that was probably after Mr. 
Rosenbere had been in our office and left, because he left on the 3 
o'clock train for Chicago. If that were true, then we would not have 
asked Mr. Rosenberg about a Mr. Levy until the next time we saw him, 
which was probably 10 days or 2 weeks later. 

Mr. DeWinp. Still before Christmas? 

Mr. MeGurean. No, that would be after Christmas. 

Mr. Kincunzen. I would say that would be after Christmas. 

Mr. DeWrnp. Rosenberg went to the west coast after vou saw him 
on this? 

Mr. McGuigan. He was on his way. 

Mr. DeWrnp. The next time you had any conversation with either 
Rosenberg or Klein about this matter of intervention was when Klein 
called you on the telephone ¢ 

Mr. MeGuiean. That evening. 

Mr. DeWinp. That same evening? 

Mr. MeGuican. That same evening, as I recall. 

Mr. DeWinp. That was the “Who the hell is Grunewald?” conver- 
sation ? 

Mr. MeGuiean. That is right. 

Mr. DeWinp. Did you question him at that time at all about Levy? 

Mr. McGuigan. No, no. 

Mr. DeWtnp. Did you have any conversation, Mr. Kilcullen? 

Mr. Kitcunien. Yes; I was the first one to call him that night when 
I got home. I put the call in at the office and had it transferred to the 
house when I left. 

Mr. DeWinp. Did you and he talk about Mr. Levy or Mr. Grune- 
wald, or this intervention ¢ 

Mr. Kincutien. He stated to me, much as he did to Mr. McGuigan, 
“Who is he?” and I said I didn’t know, except that I had seen his 
name in the papers. I forget whether I asked him or he indicated 
that he knew anything about either of them. I think he stated “I 
don't know either of them.” I am quite sure—I know I did not ask 
him about Levy, for two reasons: First, that I didn’t know whether 
he knew a Mr. Levy, and he was not the principal figure in the case, 
and secondly, that I spent most of my time telling him that the fact 
that he lived in California was going to come out sooner or later, and 
naturally, the reporters already had it by the time I talked to him. 
He was very upset, and that was what was on his mind. There was 
no question of that. That is what the conversation was about, about 
California, and to get away from this. 

Mr. DeWrnp. The next time either one of you people talked to 
either Klein or Rosenberg was when you met 

Mr. McGutean. No. 

Mr. DeWrnxp. When was the next time you talked to either Klein 
or Rosenberg? 

Mr. McGuican. Rosenberg came back first and we went down with 
Mr. Rosenberg when he was examined by the Bureau in Mr. Klein’s tax 
case on the facts. We went down January the 8th. 
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Mr. DeWinp. At that time did you have any further conversa- 
tion with him about Mr. Levy or Mr. Grunewald or Senator Bridges 
or any part of this intervention ¢ 

Mr. McGuiean. We naturally talked about it. All I know is that 
his position consistently has been at that conversation that Mr. Klein 
has said he didn’t know anything about it. I think at that time we 
probably were told that Mr. Klein knew a Mr. Levy, whose son was 
in the Department. Maybe that is the time that we first heard about 
it. I cannot be definite. It probably was. 

Mr. DeWrnp. No more than that? 

Mr. McGuiean. No more than that. 

Mr. DeWinp. There was no suggestion that Levy had talked to 
Grunewald ? 

Mr. McGuiean. No. 

Mr. DeWtnp. Or that he had had anyone talk to the Senator? 

Mr. McGuican. Nothing like that. In other words, he didn’t know 
how it happened, how Grunewald and the Senator got in there. 

Mr. DeWinpb. There was no suggestion or any information of any 
type that Klein had talked to Levy about the case? 

Mr. MeGuican. Certainly no more than he might have talked to 
him casually about it. Certainly nothing that he had, you know, told 
him about the facts in the case, or something to be done. It may have 
been the usual speculation. Of course, he probably talked to him, 
because he talked to everybody. No information: ho. 

Mr. DeWinp. Then the next time that you saw either Mr. Rosenberg 
or Mr. Klein was after Klein came back ? 

Mr. McGuiean. That is right. 

Mr. DeWinpv. And you met at this luncheon at Reuben’s? 

Mr. McGuican. No: we had seen him. He was back for a week or 
so, and we were working on the arbitration, we were working on a 
number of things, having breakfast with him, you know. And the 
particular occasion for the luncheon at Reuben’s was—— 

Mr. DeWrnp. If I nia interrupt, please ¢ At these earlier break- 
fast meetings, talking about the arbitration, did not the Levy-Grune- 
wald-Bridges matter come up‘ 

Mr. McGuiean. Levy did not. The Grunewald-Bridges matter did. 
We got a lot more of the “What in the hell were they doing in my 
case? I can’t imagine how they got in.” 

Mr. DeWinp. “I can’t imagine how they got in?” 

Mr. MceGuican. That is right. Iam not quoting him, Mr. DeWind; 
I am giving you— 

Mr. DeWrnp. That is the substance and effect of what he said? 

Mr. McGuiean. Yes. 

Mr. DeWinp. He had no idea how this happened ? 

Mr. McGuiean. Yes; and we didn’t press him. He was our client. 
We believed him. TI still believe him. 

Mr. Kean. As a lawyer—— 

Mr. McGuican. I still honestly do, Mr. Kean. 

Mr. Kean. Asa lawyer, if Mr. Klein had, besides employing you in 
the case, gone out and employed somebody else, would it not have been 
most unusual and most improper and not the kind of thing that he 
would have told vou about? 

Mr. McGuican. I would have been very unhappy about it, and I 
don’t think he would have told me. 
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Mr. Kean. I mean, we don’t know that he has, but if he had, you 
would have been very unhappy about it ¢ 

Mr. McGuican. I would have been very unhappy. 

Mr. Kean. It would not have been according to Hoyle ¢ 

Mr. MeGuican. Well, we have hundreds and hundreds and hun- 
dreds of hours of working on this case. 

Mr. Kean. You have never had anything like that with anybody? 

Mr. MoGuiean. And it is our baby. 

Chairman Kine. It would be considered among members of the pro- 
fession as almost an outrageous procedure ¢ 

Mr. MeGuiean. I wouldn't do it, Mr. King. 

Chairman Kine. You could not conceive of a proper practitioner 
considering doing it, could you, Mr. McGuigan ¢ 

Mr. McGuican. No, sir; not being in the case. 

Chairman Kine. Because it represents about the last word in im- 
proper relationships between attorneys ¢ 

Mr. McGuican. Well, you don’t get in another man’s case. 

Mr. Kean. For that reason, Mr. Klein might have hesitated very 
much to tell you about it if he had done it ¢ 

Mr. DeWinp. Can you describe that gesture for the record, Mr. 
McGuigan ¢ 

Mr. MoGuiean. I made a gesture of nolo contendere. 

Mr. DeWinp. Now, then, you had your luncheon at Reuben’s? 

Mr. McGuiean. Yes. 

Mr. DeWrnp. On that occasion, you conducted a cross-examination 
of him / 

Mr. McGuican. Yes. I was about to tell you the occasion for the 
occasion. 

Mr. DeWinp. All right. 

Mr. McGutean. The occasion for the occasion was—I think we were 
there when it happened—while we were having breakfast with Mr. 
Klein and talking over business matters, he got a call from an attor- 
ney named Joseph H. A. Rogan, who has been Baltimore counsel for 
him and his companies for years, to the effect that—I think it was the 
United States attorney or the district attorney in Baltimore was try- 
ing to get in touch with Mr. Klein. I think it was about the Grune- 
wald matter, wasn’t it? In all events, they wanted him to come down 
to talk to Mr. O’Keefe, or some Irish name, anyway, in the Depart- 
ment. 

And we made an appointment to come down to see Mr. O’Keefe, and 
Mr. O'Keefe took us over to see Mr. Irelan. I think it was around 
the end of February. 

Before going down, we corralled Mr. Klein in his hotel and went 
across and had lunch with him at Reubens. In all events, in prepa- 
ration for this conference, as I said, I tried to cross-examine him, and 
I made all the changes I could think of. And we went down to talk 
to Mr. Irelan and Mr. Feeley, was it, and Mr. O’Keefe, and another 
Irishman, and a fellow in Mr. O’Keefe’s office. - 

We went over to talk to Mr. Irelan here. 

The occasion was in preparation for this trip down. 

Mr. DeWrnp. As a result of that cross-examination, the substance 
and effect of what Klein said to you was: “I cannot tell you how this 
intervention came about in any way”? 
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Mr. McGuican. That is right. He had not asked anybody to do 
it; nobody had told him they” had done it. He never got the report 
they had done it. 

Mr. DeWrxv. Up to that time he said, “I don’t know how it hap 
pened” ¢ ¢ 

Mr. McGuiean. Well, I cannot tell you in those words. I know 
that I asked him specific questions in ‘all the combinations I could 
think of. Whether I left a loophole or not, I don’t know, but I went 
through all the changes I could. And we went down and told Mr. 
Irelan we didn’t know anything about it—Mr. Klein didn’t. 

Mr. DeWrnp. You heard Mr. Klein’s testimony here today ! 

Mr. McGuiean. That is right. 

Mr. DeWinv. And it is clear, therefore, that that testimony here 
today is in conflict with what he told you then? 

Mr. McGuiean. Well, no. Today he said he knew about Mr. Levy. 
1 think he still says he doesn’t know how Mr. Grunewald and Mr. 
Bridges got in the case. 

Mr. DeWrnp. I guess we will just let the record speak for itself, 
then. 

Mr. McGuican. Yes. We were going down to see Mr. Irelan, and 
we understood it was about Mr. Grunewald, so naturally, our interest 
was centered on that. 

Mr. DeWixp. When did Mr. Klein for the first time, if at all, tell 
you that he had discovered that Mr. Levy had talked to Grunewald 
and that he had discovered that Levy had talked to Oliphant? 

Mr. McGvican. I don’t think he has. I think we heard it here in 
Mr. Maloney’s testimony. 

Mr. Krucucrier. In what we heard this morning, or what we heard. 
rather, vesterday, Mr. Levy said that it was his son, and had implied 
presumably that he had spoken to Mr. Oliphant. But It is my recol 
lection of Mr. Klein’s testimony this morning, that is, all this morning 
and vesterday morning. which is all that we have, that he still has 
not stated that he knew how either Mr. Grunewald or Senator Bridges 
came in, or that Mr. Levy ever said that he had spoken to Grunewald. 

In other words, anything we learned about it, we learned this morn 
ing and vesterday morning, here. 

Mr. DeWinv. Did you hear Levy’s testi mony this afternoon ? 

Mr. McGuican. Part of it. We came in late, about 2:30. 

Mr. DeWixpv. Did you hear him testify in substance or effect that 
he had told Mr. Klein when he had this meeting after Mr. Klein came 
back from California? 

Mr. McGuican. He said about talking to Mr. Oliphant. 

Mr. DeWtnp. First he talked to Mr. Oliphant, and he talked to 
Mr. Grunewald. 

Mr. McGvican. I am not sure about the second. I certainly heard 
the first. . 

Mr. DeWinvp. Whatever that testimony was. 

Mr. McGuigan. Whatever it was. : 

Mr. DeW inp. You have never heard of that before from Mr. Klein? 

Mr. McGuigan. No. When we were talking about it in the back, 
obviously it was going on. 

We said it still consists of the fact that he said he blew his top and 
couldn't remember what was being said. All he knew was he was 
raising hell about it, that he couldn’t remember specifically. 
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Mr. DeWinp. I suppose once you adopt the theory that he had 
blown his top, and didn’t know what he was saying, that anything 
is consistent after that. 

Mr. McGuiean. I have seen Mr. Klein blow his top, Mr. DeWind. 
It is a spectacular performance. 

Mr. DeWtnp. That is all I have, Mr. Chairman. 

Chairman Kine. You may be excused. I might say that the com- 
mittee appreciates your cooperation and the assistance and infor- 
mation you have given. 

The committee will now recess until 9:30 tomorrow morning, and 
we anticipate that an hour or less will be sufficient for what business 
we have to do in open session. 

Mr. Rosenberg will be the witness. 

(Whereupon, at 5:50 p. m. the seasons was recessed, to be re- 
convened at 9:30 a. m., Wednesday, March 26, 1952.) 
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WEDNESDAY, MARCH 26, 1952 


House or RepresENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF 
rHe INTERNAL REVENUE LAWS OF THE 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 9:30 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present : Representatives King (presiding), O’Brien, Keogh, Kean, 
Curtis, and Byrnes. 

Also present : Adrian W. DeWind, chief counsel to the subeommittee, 
and James QQ. Riordan. 

Chairman KING. The committee will be in session. 

The committee will have but one witness this morning. We antici- 
pate using the better part of an hour with him. Senator Bridges 
has been in contact with me and has expressed a desire to be heard 
as soon as possible at the committee’s convenience, and we have set 
10:30 tomorrow morning to hear Senator Bridges. 

Mr. Rosenberg, will you be sworn’ Do you solemnly swear that 
the testimony vou are about to give will be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Rosenserc. I do. 


TESTIMONY OF ELLIS ROSENBERG, WASHINGTON, D. € 


Mr. DeWinxp. What is your full name. please / 

Mr. Rosenverc. Ellis Rosenberg. 

Mr. DeWinp. You are a lawyer / 

Mr. Rosenperc. Yes 

Mr. DeWinp. Are you a member of the bar of Maryland? 

Mr. Rost NBERG. The Mary land bat ; yes. 

Mr. DeWinv. What is your office address / 

Mr. Rosenserc. 1225 Mathisen Building, 10 Light Street, Balti 
more, Md. It is not my address insofar as the practice of law is con 
cerned. I am not engaged actively in the practice of law. I am 
somewhat of a house lawyer for the H. Harvey Co. 

Mr. DeWinpv. What is your residence, Mr. Rosenberg ? 

Mr. Rosenserc. 6009 New Hampshire Avenue NW., Washington, 
D.C. 

The office at 1225 Mathisen Building is the office of H. Harvey Co, 
in Baltimore. ; 
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Mr. DeWrnp. Mr. Klein has testified you have been his personal 
attorney for some years. 

Mr. Rosenperc. Yes, sir. 

Mr. DeWinp. How long have you advised Mr. Klein on personal 
matters ¢ 

Mr. Rosenserc. I became associated with Mr. Klein in about 1938, 
not in that capacity. I was more or less the representative of a com- 
pany that he was president of in Washington, dealing with the Label- 
ing Division of the Alcohol Tax Unit, new labels that had to be filed, 
the regulations concerning them. 

I was the one who looked after that phase of the work here. Sub- 
sequently I became interested in promoting their merchandise in 
Washington because I had been living here. That started from 193s. 

Mr. DeWrnp. When did you become house counsel, so to speak, of 
the Hl. Harvey Co.? 

Mr. Rosenserc. In April of 1944 [ received a telephone call from 
Mr. Klein asking me to come to Baltimore, at which time he told me 
of his desire to have me go to Havana, Cuba, in connection with a 
company that had been formed just before that. That was the time 
when I became more active as a legal consultant. 

Mr. DeWinp. Did you advise Mr. Klein in connection with the 
setting up of the Panamanian and Cuban corporations that he had 
for the Harwood liquor business # 

Mr. Rosenserc. No, sir. That advice, I will say, was steve to him 
before I was called in to see him in April of 1944 as it related to a 
so-called company, Agencias Distilladores. I heard the name men- 
tioned again as Agencias, but I refer to it by the Spanish. 

Subsequent companies that were or ganized were organized at the 
suggestion made in the early days by Dr. Enrique de Cubas, a mem 
ber of the law firm in Havana who was looking after the work there. 

Mr. DeWrnp. Mr. Rosenberg, you have already given testimony 
before members of the staff of this subcommittee. Do you now here 
reaflirm the truth and accuracy of the testimony you gave before the 
committee's staff members ? 

Mr. Rosenpere. Yes, sir; I do. 

Mr. DeWinp. Were you an officer of any of the Cuban or Pana 
manian companies that were formed in connection with Harwood / 

Mr. Rosenperc. Yes, sir. 

Mr. DeWrxp. Could you please state what companies you were 
connected with and what office you held ? 

Mr. Rosenserc. Gladly. Iam now going from memory; so, I wiil 
say practically all of them. If there was any exception, I would not 
recall, but I believe I served as an officer and as a director in all of the 
companies that were organized then. If I should say I wasn't an 
officer in, say, one company, I must make a reservation now, because 
I wouldn't know. I can’t tell you of any company where T was not, 
but I believe I was in all of them. 

Mr. DeWinxp. Could you please run through these companies and 
state the name of e: ach company and what activity that particular 
company engaged in? 

Mr. Rosennera. I will try. We will start with Agencias Distilla 
dores, the English equivalent of which is Distillers’ Agencies. It was 
organized for the purpose of buying and selling alcoholic beverages 
of which the brand “Harwood” became a part. 
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I will go on from there by giving the name of Ramsey Scott, or 
Ramsey Scott Exporters. That, too, figured in the sale of Harwood’s 
whisky: Cameron Stuart, Douglas Ryan & Co. Before 1 went to 
Havana there was another company called John Dunbar which had 
been organized as the result of a visit there of one of the Canadian 
members; shall we say the quartet. I heard four names mentioned, 
but of the four people the names of Mr. Klein and Mr. McLennan 
remain with me. ‘That company was organized as the result of their 
visit there. That was already in existence when I went there. 

Then there was a John Dunbar, Panama; a company engaged in 
bulk-whisky sales known as Angus Kirby. Those I will classify as 
operating companies, companies buying and selling Harwood’s bulk 
whisky. Whether Dunbar was sold through those companies, I can- 
not recall unless I check the files. 

Now I will come to companies of a holding-company nature or com- 
panies to whom royalties were paid by these operating companies. 
One of them comes up as the Seaboard Syndicate, S. A. “S,. A.” 
means the equivalent of “Incorporated.” 

Mr. DeW inp. Spell that, please. 

Mr. Rosenserc. S-e-a-b-o-a-r-d, and Syndicate, S-y-n-d-i-c-a-t-e, 
S. A. 

Mr. DeWinn. What was the source of income of that company ¢ 

Mr. Rosensera. Generally speaking, it was derived from the opera 
tions of these other companies. 

Mr. DeWinp. What was derived ¢ 

Mr. Rosensere. This income you speak of. 

Mr. DeWinp. What was the nature of the income / 

Mr. Rosenserc. Profits. I belive the record will show that Sea 
board held stock in some of those companies. 

Let me put it this way, and I think the picture will develop: Sea 
board Syndicate—and I now bring up the name of Waldorf & Co., 
Ltd., and I bring up the name of Regan, Potter & Co. I would have 
to check the records to see which of those three I just mentioned were 
parent companies. In other words, there were companies that were 
operating which were subsidiaries of these companies I just named as 
the holding companies, They held the stock. 

Mr. DeW inp. Up to now the testimony has been that 25 percent of 
the stock of these companies was held by each of these four named 
individuals. You are telling us that is not so; that there were sub- 
sidiaries and holding companies ? 

Mr. Rosenrerc. Mr. DeWind, I will say this: That 25 percent of 
the stock in all of the companies that I have mentioned was held by 
these four individuals whose names appeared. They may have held 
it through their ownership in Seaboard, Waldorf, and Regan Potter 
by virtue of the fact that those companies then in turn held the stock 
of subsidiaries. 

May I give you an illustration ¢ 

Mr. DeWinp. I understand what you are saving. It is just a vari 
ation of the testimony that has been given up to now: That these 
were separately owned companies, owned by individuals, 

Mr. Rosenserc. They owed them, but through this process. It 
could not have been anyone’s intention to say that they owned stock 
in some and not in all. If you take the entire operation in which I 
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have been attempting to break it down, the net result is that the stock 
of those companies was owned by four people in equal shares. 

Mr. DeWrnp. You said these companies got profits. What was 
the nature of the income? What operations did they conduct which 
resulted in this income? 

Mr. Rosennerc. Primarily the sale of Harwood’s blended Canadian 
whisky, bulk whiskies. 

Mr. DeWinpv. The holding companies were selling bulk whisky ? 

Mr. Rosenserc. No, sir; the operating companies. 

Mr. DeWinp. How did these holding companies get their income, 
their dividend income ¢ 

Mr. RosenserG. Dividend income? 

Mr. DeWinp. Did you mention royalty income ? 

Mr. Rosenserc. I will come to a company like Tivoli Trading Co., 
which received royalties. 

Mr. DeWrnv. From whom? 

Mr. Rosenserc. You will have to refer to the books. I will give 
you the nature of its income, but who it received it from I don’t know. 

Mr. DeWrnp. Were all of the royalties received from other Klein 
companies ¢ 

Mr. Rosenserc. From other of these companies that I have named. 
We didn’t refer to them as dividends. We referred to them as royal- 
ties, in other words, commissions. 

Let me say this 

Mr. DeWrnp. On what basis were royalties or commissions paid to 
these companies? What did they do to earn royalties or commissions ¢ 

Mr. Rosenserc. Insofar as their activity was concerned, it was due 
to the fact that, as to companies that were paying commissions or did 
subsequently pay commissions, a certain amount per case was paid to 
that company. 

Mr. DeWinp. Just a mmute. What did these companies do to earn 
rovalties and commissions? 

Mr. Rosenserc. Well, I will put it this way: They had to pay 
COTHINLISSIONS, 

Mr. DeWrnp. Don’t put it that way; just say what they do. If they 
did nothing, that is easy. 

Mr. Rosennerc. You might say it was to receive it, but they did 
nothing to get it. 

Mr. DeWinp. Companies performed no activities, rendered no 
services, simply received commissions and royalties? 

Mr. Rosenserc. Other than the fact they were to receive it and 
pay it out. 

Mr. DeWixp. Were they to pay out everything they received ? 

Mr. Rosenrerc. No, sir. 

Mr. DeWinp. Just a share? 

Mr. Rosenperec. Yes. 

Mr. DeWinv. To whom were they to pay out a share of the royalties 
and commissions / 

Mr. Rosensners. To whom ? 

Mr. DeWrnp. To whom. 

Mr. Rosennerc. To those who were active in the operations of the 
company. I might cite myself as an illustration. I received from 
Tivoli Trading Co. the sum of $70,000. 

Mr. DeWinpv. For what / 
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Mr. Rosenserc. For services that I rendered. 

Mr. DeW inp. To whom? 

Mr. Rosenserc. To these companies. 

Mr. DeWrnp. Tivoli paid you for services you rendered to other 
companies / 

Mr. Rosenserc. Yes, sir; for other companies. 

Mr. DeWinv. Why was that set up that way! 

Mr. RosenserGc. That was the bookkeeping transaction. 

Mr. DeWrnp. It was only a bookkeeping transaction ¢ 

Mr. Rosenserc. Call it that, as being only that, but that is exactly 
what it was. 

Mr. DeWinp. These companies had no other purpose but to collect 
so-called commissions and pay you a share ¢ 

Mr. Rosensere. ‘That is correct. 

Mr. DeWinp. Did anybody else receive commissions or shares ‘ 

Mr. Rosenserc. When you say “these companies,” 1 am speaking of 
this Tivoli Co. 

Mr. DeWrnp. You are speaking about the commission-receiving 
companies that engaged in no operations / 

Mr. Rosensnerc. That is right. 

Mr. DreWInp. Who else shared in the commission and royalties / 

Mr. Rosenserc. There were certain other companies. The names 
of the companies I do not reeall. 

Mr. DeWinp. What other individuals had an interest in these com- 
missions and royalties / 

Mr. Rosenrnerc. I wouldn't know the names of the individuals. The 
books of the « ompany would show that. 

Let me say that L had not hing to do with the account ng work of any 
of the « omipanies. In the absence of the books to show who had been 
paid—I will bring up the name of Mr. Alprin. 

Mr. DeWinxp. Morris Alprin ?é 

Mr. Rosennerc. Yes. 

Whether he received any commissions from those companies—he 
could have, but I give you that as an indication because of the work 
he did for the « omp unles. 

Mr. DeWinp. Let us take the case of the Tivoli Trading Co. You 
were an officer of that company ¢ 

Mr. Rosennerc. Yes, sir. 

Mr. DeWinxp. What officer were you? 

Mr. Rosennerc. When it was organized T was listed as president, 
and subsequently I Was relieved of that office and then I served as 
treasurer. 

Mr. DeWinp. You were president and treasurer at different times of 
the Tivoli Trading Co. To what individuals or companies did Tivoli 
pay out commissions, salaries, and so forth ? 

Mr. Rosennerc. As treasurer I would have signed checks. I do not 
believe that I signed any checks as such paying commissions to any 
body while I served as treasurer. It was at subsequent dates after 
my election that these checks were made out. For an illustration, a 
check made to myself. I do not remember signing it. That signing 
authority had then been taken over by Mr. Klein. So that, therefore, 
the checks that were made out were then signed by him. I had been 
removed from that position. 

Mr. DeWinp. Where are the books of the Tivoli Trading Co. ? 
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Mr. Rosensere. I will come to that by saying that I had sent all 
of the books from Cuba up into Canada. 

Mr. DeW rnp. Can you say where the books of Tivoli are now ¢ 

Mr. Rosensere. Wait. The Tivoli book may be there, or it may 
be—I think we have a box in Toronto, Canada, in which those books 
are, or the book of the Tivoli Trading Co. might be at the Royal Bank 
of Canada in Toronto. 

Mr. DeWinp. Why are the books of the Tivoli Trading Co. kept out 
of this country ¢ 

Mr. Rosenserc. The account of the Tivoli Trading Co. when it was 
taken over by Hannes & Co., H-a-n-n-e-s—— 

Mr. DeWinp. Just a moment. Mr. Klein became the sole stock- 
holder of Tivoli Trading Co. in 1947; is that right ¢ 

Mr. Rosenserc. Yes; that is right. What year? 

Mr. DeWinp. 1947. 

Mr. Rosenserc. I believe the year is correct. 

Mr. DeWinv. Where were the books of the Tivoli Trading Co. ! 

Mr. Rosenserc. Then? At that time I do not know. 

Mr. DeWinp. You were the president or the treasurer of the com- 
pany and Mr. Klein was the sole stockholder, and you had no idea 
where the books were ¢ 

Mr. Rosenserc. That is correct. It could have been in the posses- 
sion of Mr. Rokoff. Mr. Rokoff did keep the records. 

Mr. DeWtnp. Who is he? 

Mr. Rosenserc. He is an associate of Mr. Klein, as accounting asso- 
ciate, who was in the Harvey Co. in Baltimore, or is now. Mr. Rokoff 
might have had that book at that time. 

Mr. DeWtnp. Your present impression is it is somewhere in Canada 
in the safe-deposit box or somewhere else ¢ 

Mr. Rosenserc. I wouldn’t know where else. It might be in that 
box under the name of Hannes & Co. 

Mr. DeWrnp. What is Hannes & Co. ¢ 

Mr. Rosensere. The successor to the Tivoli Trading Co. 

Mr. DeWinp. Who owns the stock of Hannes & Co. ¢ 

Mr. Rosenserc. Who owns the stock ¢ 

Mr. DeWinp. Mr. Klein? 

Mr. Rosensere. Mr. Klein. 

Mr. DeWinp. Mr. Klein still owns Tivoli in effect, either directly 
or through Hannes? 

Mr. RosensBere. Tivoli in effect has been merged with Hannes. 

Mr. DeW inp. Where are the books kept in Canada ? 

Mr. Rosenserc. Well, the book is a small book. It is not as 
large—— 

Mr. DeWrnp. Can’t you keep small books in the United States ? 

Mr. Rosensere. Yes, but don’t forget also the account of Hannes 
& Co. was also kept up there. 

Mr. DeWrnp. Why 

Mr. Rosensere. I don’t know. 

Mr. DeWrnp. Has any effort been made to get the books of Tivoli 
back here? 

Mr. Rosennerc. Let me say and give you the reason why no effort 
has been made to get the books. First, I will say I don’t know that 
the book is there. It very well might be. 

Mr. Byrnes. Right there, are you sure it is not in this country / 
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Mr. Rosenserc. Positive, sir. I am positive that it is not in this 
country. 

Mr. DeWinpb. Why do you know that so well / 

Mr. Rosenperc. We cant find it. I didn’t mean to be facetious 
then. We have tried to find it and I will tell you why. 

Mr. DeWIND. You have scoured the United States but you have not 
taken a good look at Canada / 

Mr. Rosenserc. Please, 1 can give you a good answer and a reason 
able answer, one that I know to be the truth. 

On the Sth of January I was summoned to appear before the In 
ternal Revenue Bureau to give testimony in connection with the year 
1947, the tax return of Mr. H. H. Klein. 

Mr. DeWrinp. What has that to do with this/ 

Mr. Rosenperc. Please, Mr. DeWind. You will get the reason. 
I was asked to produce the records pertaining to Mr. Klein’s taxable 
status for that year. The Tivoli Trading Co. book was one of the 
things that I needed, that we needed to have. 

Il asked Mr. Klein where he thought that book could be and he said 
he did not know. 

] asked Mr. Rokoff and Mr. Rokoff said he did not know. | asked 
them could it be in the Hannes box which was in Toronto and Mr. 
Klein said it might be, he did not know. 

I told Mr. McGuigan and Mr. Kilcullen, who represented me at 
this hearing, of this box, and was advised to so state at the hearing. 
By virtue of the fact that I brought out about the location of this 
box. I did not want to go to Toronto and Mr. Klein did not want to 
go to Toronto and appear at the Royal Bank of Canada in connec 
tion with that box. It is a precaution we wanted to adhere to, to 
observe, because we did not want to be on record as having said that 
the book could be in the box and then the record to show we were 
there. We did not want to disturb that box. I haven't seen that box 
from the day it was opened, the account was opened, 

Mr. DeWinp. Who has access to the box ? 

Mr. Rosennerc. Mr. Klein and myself are listed as those having ac- 
cess. That is why I don't know whether that book is there. 

Mr. DeWinxp. Have you ever suggested perhaps a representative of 
the Bureau and vourself could take a run up there and get the book 
and bring it back ’ 

Mr. Rosensnerc. I wouldn't goif [ was asked to go because I wouldn't 
want—Mr. Kileullen and Mr. MeGuigan supported us in that view. 
We have declared there is a box, as I have said here. I don’t know 
what is in the box, but I have reason to believe that the Tivoli book is 
i) that b Xx 

Mr. DeWinp. Why are vou so reluctant to take a look at the 
hox 4 , , 

Mr. Rosenners. [ will go with anybody. I wanted to go with Mr. 
McGuigan and Mr. Kilcullen. They felt under the circumstances no 
body should go to that box: the fact that it was declared to be in 
eXistence, 

Mr. DeWinp. Hasn't the Bureau requested those books / 

Mr. Rosenrerc. No, sir. 

Mr. DeWtnp. Never? 

Mr. Rosenspers. No.sir. If the Bureau has asked us to go we would 
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Mr. DeWinp. That is all you are waiting for, an invitation to pro- 
duce those books ¢ 

Mr. Rosensere. I will put it that way. 

Mr. DeWrnp. Is that an accurate way to put it? 

Mr. Rosenserc. An invitation? I believe that would be the only 
thing that would make me go up there. 

Mr. Byrnes. Could I interrupt there? I just do not follow this. 
You and Mr. Klein have access to this box ? 

Mr. Rosensere. That is right. 

Mr. Byrnes. Does anybody else have access to it ? 

Mr. Rosenrerc. No, sir. 

Mr. Byrnes. You are positive of that? 

Mr. Rosenserc. Positive of that. 

Mr. Byrnes. Nobody in Canada that acts as your agent could go 
into that box? 

Mr. Rosennere. No, sir. 

Mr. Byrnes. Why is there this reluctance to go near the box? 

Mr. Rosennerc. The connotation of safety deposit box would mean 
other than a book or other than what we think is there. It could 
reasonably be inferred that if we went there to open a box that some- 
thing other than a book could be taken out. 

When Mr. DeWind asks me are we awaiting an invitation, we say 
yes, providing someone from the Bureau is with us, because we want 
them to see what is in the box. 

Mr. Byrnes. Do vou have other safety deposit boxes besides that ? 

Mr. Rosenrerc. Not that I know of. 

Mr. Byrnes. Hasn't Mr. Klein got safety deposit boxes in this 
country ¢ 

Mr. Rosennerc. I don’t know. He has one in Baltimore. 

Mr. Byrnes. Did he not have one in New York ¢ 

Mr. Rosensere. I don’t know, sir. I know he has one in Baltimore 
which had a jeopardy assessment against it. Under the assessment 
it has been locked up. TI don’t think he has any other in Baltimore 
which is locked up. I don’t know of any that he has in New York or 
anywhere else. 

This one box of Hannes & Co., that box is in his name and my 
name. I know of that box, but nobody could get me to go up there 
unless by request of the Bureau of Internal Revenue or any official of 
the Bureau. I want them present when that box is opened and I don’t 
think you will find anything in that box except that book. 

I can truthfully say I don’t believe Mr. Klein has ever been in there 
since the day it was opened. The record will show. You register 
when you go into a bank to go into a box. Those records are there. 

Mr. Byrnes. You do not want to be accused of taking something 
out of the box besides the book ¢ 

Mr. Rosennerc. That is exactly it. 

Mr. Byrnes. Could you not get somebody in Canada who could 
verify he was with you and went with you to the box and opened it and 
all you took out was a certain book ? 

Mr. Rosenserc. Mr. Byrnes—— 

Mr. Byrnes. And it would be credible and acceptable evidence ! 

Mr. Rosensere. I could go to the manager of the bank and ask him 
to do that, and take a notary public along and could go on record 
through that notary public this is exactly what we did to carry out 
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this. Again I beg of you not to think me facetious, but we could take 
# moving-picture record, That for me is not enough. The Bureau 
of Internal Revenue has been examining Mr. Klein’s tax. I know the 
existence of the box. ‘The books the Bureau wants may be located. 
Under the circumstances, then and only then would I want to go up, 
and | would ask to be excused unless this honorable committee W ishes 
me to go with any of its members. We will do that, but it must be 
un investigative body that asks me to go up before I would do that. 

Mr. Byrnes. If you were asked you would have reluctance, then ¢ 

Mr. Rosenserc. No, sir. I would gladly go, and I so told Mr. 
McGuigan and Mr. Kilcullen and they approved of it, of the stand I 
took. 

Mr. Byrnes. What position have the Bureau people taken with re- 
gard to this box and its contents, and particularly this record of the 
Tivoli Co. ¢ 

Mr. Rosenserc. To what extent ? 

Mr. By RNES., Have they indicated they would like to have the book ? 

Mr. Rosenserc. Yes. 

Mr. BYRNES. They asked you to get it ? 

Mr. Rosenserc. ‘They asked me if 1 knew where it was, and the in- 
formation Iam giving you now Is exa ‘tly the information I gave them. 

Mr. BYRN!} Ss. Did the Vv evel ask you to vet it ? 

Mr. Rosennerc. No, sir; they did not. 

Mr. Byrn! s. All they wanted to know is where it was? 

Mr. Rosenpserc. That is right. Had they asked me, I would have 
made the suggestion that I would fo with them if they cared to send 
an emissary along. 

Mr. Byrnes. Please go back up there. I am puzzled about another 
thing. This Tivoli Trading Co. you said was more or g ae a book- 
keeping Cc Mipan' y to make hook transactions, payments to you and to 
other peop le, 

Wi ny did th: il hi ive to be do ie through A book kee ping Y transaction of 

trading company that was not an active company al all like the 
Tivoli Trading Co. 

Mr. Rosensera. [ am to give vou my opinion : as I think it was done. 
[ did not do the accounting work. My opinion in that record is that 
l comps ny was set up for the pur pt se of recely ing mone ys whic h were 
to be paid out of commissions rather than the company itself paying 
li ae 

Mr. Byrnes. Why? What would be the advantage of their doing 
that, or the disadvantage of having the original company, the oper- 
ating company, pay out the commissions ? 

Mr. Rosenserc. The answer to the question is a cogent one, a good 
one. I couldn’t give you any definite answer. 

Mr. Byrnes. You were the fellow who got $70.000 for managing 
all these companies ? 

Mr. Rosenserc. No, sil ’ 

Mr. Byrnes. W as it $7,000 ? 

Mr. Rosennerc. $70.000. I was not the man: iger ; that $70,000 was 
paid to me over a period of 1944, 1945, and 1946. 

Mr. Byrnes. Three years. 

Mr. Rosenserc. It was not given to me as manager. I was not a 
manager. 

Mr. Byrnes. What was it given to you for? 
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Mr. Rosenserc. For services rendered in connection with going to 
Cuba, going to Panama, going to Venezuela, and going to New York. 

Mr. Byrnes. You do not pay somebody $70,000 in 3 years just to 
go some place. You want them to do something. 

What did you do? 

Mr. Rosenserc. That is correct. As the attorney I was between 
the attorneys who were in Panama and the attorneys who were in Cuba 
and the attorneys who were in Venezuela and the attorneys who were 
in New York. My business was to correlate the activities of these 
companies from the legal point of view with these attorneys. 

Mr. Byrnes. Isn't this bookkeeping transaction part of the legal 
manipulations ¢ 

Mr. Rosenserc. No, sir; I must differ with you there very em- 
phatically. It is not. 

Mr. Byrnes. You mean it had no legal significance whatever as 
far as 

Mr. Rosensere. I can’t see it that way. 

Mr. Byrnes. You give no explanation as an attorney who is com- 
letely familiar with all of these operations, who was the go-bet ween 
tween the attorneys in Cuba, in Panama, in Venezuela and the 
go-between as far as all of these companies were concerned, and you 
cannot tell us why this trading company was set up to operate as it 
was ¢ 

Mr. Rosenserc, No, sir. 

Mr. Byrnes. And why your fees were paid through that company ? 

Mr. Rosenserc. No, sir; I cannot tell you that. That is emphati- 
cally the answer. I don’t know why it was done, because I did not 
have anything to do with policy as to what company did what. 

Mr. Byrnes. Who did determine that policy? 

Mr. Rosensere. It could have been done by Mr. Klein. 

Mr. Byrnes. It is not a question of by whom it could have been 
done. You are familiar with all of this. Who did it? 

Mr. Rosensere. I would say he would be one who did it. 

Mr. Byrnes. He was the one who did it, determined the policy ? 

Mr. Rosenserc. That is right, and subject to consultation with the 
attorneys in Cuba, the attorneys in Panama. 

Mr. Byrnes. Consultation with you as his personal attorney and 
also the go-bet ween; is that right ? 

Mr. Rosennerc. That would be correct, yes. He could have said to 
me, “I am going to pay this out of Tivoli.” It made no difference to 
me whether he said he was going to pay it out of Seaboard or what, 
because I was no owner of the company or any of the companies. I 
was simply counsel to advise and to act in conjunction with the attor- 
neys who represented the companies and the companies when they 

were organized. The accounting principles of that I had nothing to 
do with. I say that very emphatically. I had nothing to do with the 
accounting principles nor was I consulted about that. 

Mr. Byrnes. You certainly have got a vast organization dealing 
with awful big sums of money, and nobody knows why anything is 
done. 

Mr. Rosenserc. I can tell you what was done, but the reason for 
that, why this company did it or that company did it, I could not tell 
you, because I may not have been in the United States at the time it 
was done. 
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Mr. Byrnes. Nobody seems to know why anything was done. 

Mr. Rosenserc. You asked about the question of Tivoli paying 
commissions. 

Mr. Byrnes. Yes; why Tivoli was the organ through which you 
were paid $70,000 in fees for services rendered to all of the companies. 

Mr. RosenserG. Why Tivoli was the company that did it ¢ 

Mr. Byrnes. Yes. 

Mr. Rosenperc. | can’t tell you why Mr. Klein selected the Tivoli 
Co. to do it, other than the fact that it is my understanding it was the 
Tivoli Co. which received royalties from the company that sold Har- 
wood’s and because of that they did then reimburse or pay to those 
who were getting this money the sums or this sum that I received. But 
why Mr. Klein had in mind Tivoli I don’t know. 

Mr. Byrnes. As I understand it, you also don’t know why Tivoli 
Trading Co. was set up / 

Mr. Rosenperc. | can answer that. Tivoli Trading Co. was organ- 
ized, and when it was organized no thought was present that it was 
going to be used for anything that it subsequently was used for. The 
purpose was to organize three or four companies in Panama. To say 
Tivoli could have been taken as one of the companies to operate ac- 
tively in the sale of Harwood— 

Mr. Byrnes. | am not talking about what could have been done. I 
am interested in what was done and why it was done. 

Mr. Rosenserc. Four companies were organized at about the same 
time. Tivoli was selected, and I use that word advisedly—selected 
because it already had been set up to act as a receiver of royalties and 
the payer of commissions or fees. 

Mr. Byrnes. For the other three or four companies / 

Mr. Rosenperc. That is correct. 

Mr. Byrnes. What was the advantage in operating that way / 

Mr. Rosenserc. | say again in all sincerity I don't know, because I 
am notan accountant. 

Mr. Byrnes. You are an attorney. 

Mr. Rosenrerc. Yes, sir, but I am not an accountant. 

Mr. Byrnes. You set up a legal entity here to take care of receiving 
commissions and fees or royalties and paying out certain expense 
charges ¢ 

Mr. Rosennerc. That is correct: 

Mr. Byrnes. Yet you do not know why that was done that way, 
what the significance of it was / 

Mr. Rosenserc. That has no legal significance as to why it was done. 
For that reason I do not know the reason. 

Mr. Byrnes. These companies just went around doing a lot of 
things that there was not any reason for ¢ 

Mr. RosENBI RG. | would have to be told what those reasons are. 
When you say they did a lot of things, what they did was in con 
nection with the promotion and sale of whisky. 

Mr. Byrnes. They also handled a lot of cash and threw a lot of 
commissions around. 

Mr. Rosenserc. That is correct, sir. I wasn’t in this country 
a great part of the time and the decisions to pay or how to pay 

Mr. Byrnes. Who advised Mr. Klein on that? Did he just 
know that of his own accord without advice? 
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Mr. Rosenserc. Yes, sir; Mr. Klein would be the responsible 
party for making decisions of that kind. 

Mr. Byrnes. He would be the responsible person for making them, 
but where would he get his advice? 

Mr. Rosenserc. I don’t think that he got advice. I want to pin- 
point that. If he did it, he did it of his own volition and did it 
without advice from anybody. That was the method that he wanted 
to follow and that was the way it was done. 

Mr. Byrnes. You mean he would go ahead and set up companies 
such as this Tivoli Trading Co. without any advice necessarily at all ¢ 

Mr. Rosensere. That is correct. 

Mr. Byrnes. He just decided he would like to have another cor- 
poration ¢ 

Mr. Rosensere. Yes, sir, and another company would be organized. 

Let me suggest this: Take the Harvey Co. 1 beg of you an oppor- 
tunity to give you this illustration. Mr. Klein is president of H. 
Harvey Co., Ltd. They are the importers in the United States pres- 
ently of Harwood blended Canadian whisky. Books for that com- 
pany are kept in Baltimore, Md. 

Mr. Rokotf, William Rokoff, is the accountant with offices in Balti- 
more. The decision what Harvey is to pay, to whom it is to be paid, 
for what—I am counsel for that company. I couldn't tell you 
what was done yesterday or all of last week or last year in relation 
to that phase of the work. Yet I am attorney for that com- 
pany. I am Mr. Klein’s personal attorney. That is, personal in 
the sense that I act as the liaison between him, Mr. McGuigan, Mr. 
Kilcullen, Mr. Alprin, and I don’t know the bookkeeping work or the 
accounting work of that company. I take it for granted he does know. 
He is the principal stockholder. I look to him to make his decisions 
without any help from me in that respect. Yet I am paid by the H. 
Harvey Co. I am paid by them to look after unemployment-insur- 
ance matters affecting our men, looking after Federal Trade Com- 
mission regulations, looking after the ATU, what to do or not.to do 
where we sell with respect to qualifying in States. 

These matters I have to do and [ am responsible for them. If ene 
of my men goes out and takes orders in the State of Ohio and turns 
the orders over to the wholesaler for the wholesaler, that should not 
be done because otherwise we are obliged to file as a corporation 
in the State of Ohio. It is my duty to see those things are observed. 

Mr. Byrnes. I assume you have a lot of duties. 

Mr. Rosenserc. The people in New Jersey want us to contribute 
as the importer for prizes to salesmen. It is against all ATU regu- 
lations for things like that to be done. They will come and clear 
with me. “Is this legal or is that legal?” Of course my answer is, 
“It is not,” and it is not done. 

But by the same token, I cannot tell you accountingwise what goes 
on. [ask you to respect that viewpoint. 

Mr. Byrnes. Here at one point the Tivoli Trading Co. went out 
of existence and it was absorbed by the Hennessy Co. ? 

Mr. Rosenserc. Hannes, H-a-n-n-e-s. 

Mr. Byrnes. Did you take care of the drawing of those papers and 
the legal matters? 

Mr. Rosenserc. No, sir. 
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Mr. Byrnes. Who did that? 

Mr. Rosenserc. That was done by a law firm in Panama. 

Mr. Byrnes. So you do not know anything about that transaction ¢ 

Mr. Rosennerc. About the organization of the company! Yes, sir; 
I do. 

Mr. Byrnes. Why it was organized, why the transfer was made, 
how it was made? 

Mr. Rosennerc. Yes, I know why it was done. When Mr. Klein 
took over Tivoli and he divorced himself from the other companies, 
he wanted no association with any company that had been in the 
former category of ownership by the Canadian and himself. He 
didn’t want to have anything to do with any company. Therefore. 
his thought was he was going to set up another company to take over 
the affairs of Tivoli and thereby keep a company that had no former 
connection. 

Mr. Byrnes. In some cases you do know why the corporate structure 
was set up as it was, why the corporation did certain things. In 
others you know nothing. 

Mr. Rosenserc. Others I don’t. 

Mr. Byrnes. Can you tell us this: You know something about this 
Hannes Co. and that operation. Why would books and records of 
that corporation be sent up to Canada when one of the purposes of 
setting it up was to get away from any Canadian relationship ¢ 

Mr. Rosenperc. Only because there was a bank account in Canada. 
I can’t say that it was put there in Canada to keep it away from 
anybody, because there was never any intention. We don’t know that 


it is in Canada at the moment. The Tivoli Trading Co., not the 
Hannes book—this is the Tivoli Trading Co. I am talking about—I 
was asked about the Tivoli book. It is the Tivoli book that was sent 
to go with all of the books. The Tivoli Trading Co. at one time was 


owned by the others. 

Mr. BYRNES. The Hannes Co.. Ww here are those books ¢ 

Mr. Rost NBERG That would be the Tivoli Trading be ok. 

Mr. Byrnes. That is a United States corporation 5 Is it not? 

Mr. Rosensers. Sir? 

Mr. Byrnes. It is a United States corporation ? 

Mr. RosenrerG. No, sir: a Panamanian company. The attorneys in 
Panama had organized that company, I said. 

Mr. By RNES., Mr. Klein is the sole owner 4 

Mr. Rosenpserc. Yes, sir. 

Mr. Byrnes. It has a bank account in Canada ? 

Mr. Rosenserc. The Hannes & Co. 

Mr. Byrnes. Where else has it got a bank account ? 

Mr. Rosensera. I don’t think anywhere else. 

Mr. Byrnes. Maybe vou can explain this to me—— 

Mr. RosensBere. I will try. 

Mr. Byrnes. Where you have a Panamanian company owned solely 
by a United States stockholder who lives here and stays here and does 
not go down to Panama or anywhere else—I think Mr. Klein testified 
he has not been down to Panama or Cuba—with a bank account in 
Canada and the books and records in Canada, why do you have a 
set-up that is confused and all mixed up and seattered all over the 
world like this? 
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Mr. Rosenserc. Will you indulge me a moment? I will try to 
answer that. 

Mr. Klein may have testified that before he ventured into any opera- 
tion he consulted competent counsel or tax counsel. Cases were re- 
viewed for Mr. Klein in connection with his desire to operate in the 
manner in which he did. Believe me when I tell you that half a dozen 
of these companies could just as well not have been organized for all 
they did except to clutter up the record and make it so incompre- 
hensible. To that we plead that was bad judgment, because it cer- 
tainly has cluttered the record up. 

The fact of the matter is that Mr. Klein was advised that there was a 
case known as the East Coast Oil case in which it was decided that all 
of the stockholders were Americans, that all of the directors were 
Americans, that all of the books were kept in the United States, that 
all the moneys of the company were deposited in the United States, 
but that would not make the company taxable in the United States on 
its activities in foreign countries. 

The test there, he was advised, was: Where did the title to the mer- 
chandise which that company bought and sold pass? If it did not pass 
in the United States, then he had no tax to pay. I don’t say that was 
the sole case, but that is one of the cases and one of the reasons why the 
operation was conducted by him the way it was. 

So, therefore, Mr. Byrnes, when you are confused it is understand- 
able that you should be, because, as I say, fully a half dozen companies 
could just as well never have been organized. 

May I say that opinion today holds that if he had only stayed with 
one operating company, which was Agencias Distilladores, his affairs 
oul not have been as complicated as they are today; but he did not. 
He did certain acts, performed certain steps in the corporate structure 
which logically makes it difficult to explain. 

Mr. Byrnes. It makes it impossible to explain. 

Mr. Rosensera. No; I say it makes it difficult to explain because of 
the books of the companies are not in this country. I cannot charge 
Mr. Klein with responsibility for that. 

Mr. Byrnes. Why should the books of a Panamanian corporation 
that is owned by a United States citizen who is here in the United 
States be kept up in Canada? 

Mr. Rosennerea. Is there any prohibition against that, sir? 

Mr. Byrnes. It is not a matter of prohibition. 

Mr. Rosenserc. I mean, he had kept funds up there when the com- 
panies were operating. He kept funds in Montreal. 

Mr. Byrnes. I am talking now about the books. Nobody else has 
access to them. 

Mr. Rosenserc. Wait now. The books of the other companies did 
not belong to Mr. Klein when he sold out. They belonged to the 
Canadians and they went to the Canadians. 

Mr. Byrnes. I am talking about the Hannes Co. 

Mr. Rosenserc. I thought you meant’ why should he have kept the 
money there. 

Mr. Byrnes. Why should he keep the books of this Panamanian 
company in Canada? 

Mr. Rosennerc. There is no reason why he should. 

Mr. Byrnes. He can’t keep those books if they are up there. 
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Mr. Rosennerc. There has been no activity since the assessment 
against him. 

Mr. Byrnes. Even before that, when they were first sent up, when 
they first got into Canada before he had an assessment he did not keep 
the books up there / 

Mr. Rosenserc. It could have been kept by Mr. Rokoff. Mr. Rokoff 
could have had the book at that time before the jeopardy assessment 
took place. 

Mr. Byrnes. He was in Baltimore, was he not / 

Mr. Rosenrera. That is correct. There is no denying Mr. Rokoff 
kept records in Baltimore not only for the Hannes Co., but for other 
companies. They were memorandum records. The original books 
of account he kept in Cuba. I see nothing illogical as to why a book 
of the Hannes Co. or the Tivoli Co. cannot be in a box in Toronto, 
Canada. 

Mr. Byrnes. You see nothing peculiar about that ? 

Mir. Rosenserc. No, sir, I don't. 

Mr. Byrnes. It is a Panamanian company and the accountant and 
the principal stockholder are in the United States in Baltimore ? 

Mr. Rosenrerc. Correct. By the same token we kept money in bank 
balances in Cuba. 

Mr. Byrnes. You do not keep your books where your bank accounts 
are ¢ 

Mr. Rosennerc. Yes, sir. We kept our books in Cuba and our 
bank accounts were in Cuba. 

Mr. Byrnes. Your bank accounts of a lot of these corporations 
were right in New York and the books were in Cuba ? 

Mr. Rosexrerec. Also in Cuba at the same time and in Canada at 
the same time. 

Mr. Byrnes. That is all I have. 

Mr. Rosenperc. I didn’t mean to be contemptuous. Please accept 
my apology. 

Mr. Byrnes. I am just ignorant and cannot follow transactions 
this complicated. 

Mr. Kean. This Tivoli Co. was a Panamanian company ? 

Mr. Rosenspera. Yes, sir. 

Mr. Kean. What was the tax situation with reference to companies 
that were organized in Panama as far as Panamanian taxes were 
concerned / 

Mr. Rosennerc. We have an opinion from Dr. Harmodio Arias. 
Dr. Arias was a former President of the Republic of Panama and is 
a member of the law firm of Arias, Fabrega & Fabrega. He is not to 
be confused with Adolph Arias. 

In consulting with Mr. Arias, Dr. Arias, as to the tax position of 
companies there, he reviewed at length his experience and his know]l- 
edge of the law relating to corporate taxes. He told us and he cited 
an instance where he was then negotiating in regard to another client 
of his in regard to the organic law of the Republic of Panama—this 
is not a code of statutes. This happens to be, according to Dr. Arias, 
in the Constitution—that the operations of a company, of a Pana- 
manian company, as long as it does not pass through Panama, there 
are no taxes due the Republic of Panama for those operations. 

Mr. Kean. In other words, there were no taxes? 
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Mr. Roseneerc. Yes. He had one large motion-picture company 
that was being assessed taxes and that was their defense. 

Mr. Kean. No corporation taxes on a Panamanian corporation 
which does no business in Panama ¢ 

Mr. Rosensere. In the Republic, or keeps no books or any records 
there. He construed that the keeping of books and records might be 
termed or might be interpreted as doing business, but that was his 
advice. 

Mr. Kean. What was the income of the Tivoli Corp. in general ? 
Do you know ? 

Mr. Rosensere. The moneys it received, as I look back upon it, 
were royalties, commissions. 

Mr. Kean. About how much income did they have? 

Mr. Rosensera. I don’t know, sir. It was over a million dollars. 

Mr. Kean. It was over a million dollars? 

Mr. Rosennerc. Yes, sir; I will say that, but I don’t know the 
accounting résumé of it. Let me say over a million dollars. 

Mr. Kean. So, as there were no taxes to pay, there was no advantage 
in charging this $70,000 all into this one company rather than another 
company which might be paying more taxes ¢ 

Mr. Rosenserc. To take it as a deduction ¢ 

Mr. Kran. Yes, as there were no taxes paid, there was no 
advantage ¢ 

Mr. Rosenserc. That is correct. 

Mr. Kean. There was no special reason for putting this $70,000 
through that company ¢ 

Mr. Rosenserc. That is the way it was done. He probably 
followed— 

Mr. Kran. Really it would have been to the advantage of Mr. Klein 
to charge this $70,000 to some company which was paying taxes ? 

Mr. RosennerG. Bookkeepingwise, perhaps, except that they paid 
nothing of that nature to anyone else. 

Mr. Kean. They did not pay any taxes to anybody through this 
device of these Panamanian cor por itions ¢ 

Mr. Rosenserc. They paid their tax in Cuba on Distillers Agency, 
on a company called Kent Exporters. 

Mr. Kean. And these Panamanian corporations, they paid no taxes 
to anybody ¢ 

Mr. Rosenperc. You are right, sir. You are right, Mr. Kean, 

Mr. Kean. Something is wrong. 

Mr. Rosenserc. Mr. Kean, may I say that is the fact. That is the 
way the law was interpreted to us. 

Mr. Kean. When an American citizen can do business, which is 
chiefly business with the United States, and pay no taxes on anything, 
there is something very wrong in our tax laws. 

Mr. Rosenserc. Mr. Kean, there is no attempt to justify it by me, 
please believe me. I want to be factual and objective and I try to tell 
you what has been done and the purpose for which that act was done. 
Tt may not add up insofar as the tax laws of this country are concerned, 
but my mission here is to give you what has been done. 

Mr. Kean. I am not criticizing the avoidance of taxes by legitimate 
means, but I say if there is a means that a person can avoid the taxes 
the law should be changed so they cannot do it. 





INTERNAL REVENUE INVESTIGATION 3165 


Mr. Rosenserc. In subsequent paper reports I read—we have the 
clippings because it seemed to be germane to our position—something 
concerning the Saudi Arabian Oil companies, where Mr. Wiggan of 
the Treasury Department said that unfortunately the law of the 
United States did not cover profits made by the Standard Oil Co. or 
the Texas Oil Co., or a combination of the two, where they invested 
1.000.000 and took down $25,000,000, or invested $100,000 and took 


Pa) 
down $12,000,000. We have those clippings. 

Our operation was not organized because of that, because this ap- 
peared at a later date. We cut the clipping because here is a situation 
where companies were following a rule of operating elsewhere than 
in the United States, yet they were American citizens, and were direc- 


tors residing in this country. 

Mr. Kean. I understand when that money comes back to the United 
States that is to be taxable. 

Mr. Rosenserc. Similarly with Mr. Klein. When Mr. Klein re- 
ceived his dividends from those companies, he paid his tax. Mr. Klein 
was paid by one company something like $25,000 as a consultant or a 
marketing consultant. He included that in his tax report. The money 
came from a foreign company. I paid my tax. I received it from 
these foreign countries. Iam a citizen of the United States, and as 
such reported my tax in the return I had to file. 

Mr. DeWinpv. Mr. Rosenberg, when was the safety-deposit box in 
‘Toronto opened i 

Mr. Rosenserc. I couldn’t give you the year. Probably 3 years 
ago. That would bring it to 1948, 1949. It may have been in 1948. 

Mr. DeWinp. That is to say a year or 2 years after the company 
had ceased all operations ¢ 

Mr. Rosenperc. Yes. sir. I could check that. 

Mr. DeWinp. It was a substantial period after all operations had 
ceased. Who opened the safety-deposit box ¢ 

Mr. Rosenserc. I believe I did. 

Mr. DeWinpv. You were in Toronto and went in to open the box ? 

Mr. Rosenserc. Yes, sir. I believe I was the one who opened it up. 

Mr. Di WIND. What clid you place in the box ? 

Mr. Rosenserc. Whether anything was placed in there—— 

Mr. DeWinpv. What did you place in the box ¢ 

Mr. Rosensera. I don’t know I placed anything. If I did, I only 
placed a book in. 

Mr. DeWinp. Did you ever go into that box? 

Mr. Rosenperc. Never since the day it was opened. 

Mr. DeWtnp. On the day it was opened, did you go into it? 

Mr. Rosenperc. Yes. 

Mr. DeWinp. Did you look at it ? 

Mr. Rosennerc. Yes, sir. 

Mr. DeWtnp. How big a hox is it ? 

Mr. Rosenserc. This is 8% by 11. It would appear to be this wide, 
about an inch or an inch and a half thick, and about 2”? inches deep. 

Mr. DeWinp. An inch and a half by 22 inches by 8 inches? 

Mr. Rosenserc. Eight and one-half, say, 8 by 22 or 24, an inch and 
a half deep. 

Mr. DeWrnp. What did vou place in the box on that first visit ? 

Mr. Rosenxrerc. I think J placed the book of the Tivoli Trading Co. 
in that box. 
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Mr. DeWinp. You are sure you did? 

Mr. Rosensera. No, sir. 

Mr. DeWinp. Do you remember putting something in there, but it 
escapes you what it was? 

Mr. Rosensere. I believe I did, but I could very well not have placed 
anything in the box. I believe that I placed the book of the Tivoli 
Trading Co. in that box. 

Mr. DeWinpv. You went in to put nothing in the box ¢ 

Mr. Rosenserc. Perhaps. That is correct. 

Mr. DeWinp. You don't seriously say that is—— 

Mr. Rosenserc. If I placed nothing im it. I didn’t open it. I just 
paid for a box, rented it, and did not open it up. If I opened it up, 
which I could have done, then all I placed in the box was that book. 

Mr. DeWinp. You saw the box, took a look at it ¢ 

Mr. Rosenserc. That is correct, because I know the measurements 
of the box. That is why I saw it. 

Mr. DeWinp. So you were at the bex. You did not go down to 
look at the measurements ¢ 

Mr. Rosenserc. No. 

Mr. DeWinb. You went down there to put something in it ¢ 

Mr. Rosenserc. That is right. 

Mr. DeW inv. What did you put in it ¢ 

Mr. Rosenserc. If I put anything in it, it was only that book. 

Mr. DeWinv. If you put something in it it was only that book; 
therefore, it is the book ¢ 

Mr. Rosenserc. The book and nothing else. 

Mr. DeWinpb. You have never been back to the box again / 

Mr. Rosenserc. No, sir. 

Mr. DeWinp. Has Mr. Klein / 

Mr. Rosenpers. | do not think so. 

Mr. DeWinb. Has he told you he has never been to the box ¢ 

Mr. Rosenserc. He never told me he had and never told me he was 
not. 

Mr. DeWinp. I thought you said you didn't want to go near the 
box ¢ 

Mr. Rosenperc. That was subsequent to the time when I was up 
here, January 8, 1952, when I appeared before the Internal Revenue 
in an interview. 

Mr. DeWinpv. To your knowledge, Mr. Klein has never been to the 
box ¢ 

Mr. Rosenserc. That is correct. 

Mr. DeWinp. Why did you take that book to Canada with you ? 

Mr. Rosennere. I did not specifically take it to Canada. 1 think it 
was in Canada at the time when the other books were sent up there. 

Mr. DeWinb. You think it had been sent to Canada previously ¢ 

Mr. Rosennerc. Yes, sir. 

Mr. DeWinp. You are sure you did not take it up with vou / 

Mr. Rosennere. Yes, sir. 

Mr. DeWtnxp. Who told you to go and get the book and put it in 
the safe deposit box ¢ 

Mr. Rosenrere. It was either handed to me by Mr. Klein or given 
tome by the Canadians who received the other books. 

Mr. DeWinp. With instructions to put it in the same deposit box / 
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Mr. Rosenpera. No, sir. Mr. Klein gave me instructions to put 
it in. 

Mr. DeEWrnp. Mr. Klein gave you the instructions / 

Mr. Rosennerc. Mr. H. H. Klein. 

Mr. DeWinp. To put it in the safe deposit box / 

Mr. Rosenserc. That is right. 

Mr. DEW inp. When Mr. Klein told you to put that in the box, did 
he state to you any reason why he wanted this book of a defunct cor 
poration kept in the safe deposit box ¢ 

Mr. Rosennerc. No, sir. 

Mr. DeWtnp. No reason / 

Mr. Rosenserc. No, sir. 

Mr. DeWrnp. Just simply—what did he call you’ By what name 
does he address you ¢ 

Mr. Rosenperc. He calls me Ellis, E-]-]-i-s. 

Mr. DEWIN»D. “Ellis. go put this book in the safe deposit box 1n 
loronto™ ¢ 

Mr. Rosennerc. The way it could have been told me is, “Ellis, I 
think you had better rent a box in Toronto at the Royal Bank of Canada 
and put this book in the box.” 

Mr. DeWrnp. At that time did the company have a bank account 
in Toronto / 

Mr. Rosennerc. Yes. sir. 

Mr. DeEWtnpb. Does it still have an account there / 

Mr. Rosenperc. | believe so. 

Mr. DeWinpb. In the name of Hannes Co. ? 

Mr. Rosennerc. I believe in the name of Hannes & Co. 

Mr. DeWinp. After the company ceased operations at the end of 
1946 or thereabouts. how much cash was maintained in that account, 
approximately 

Mr. Rosenserc. I don't know, sir. 

Mr. DeWinp. Was it over a million dollars? 

Mr. Rosenrerc. I think it was started with about a million dollars. 

Mr. DeWinp. And then grew after that / 

Mr. Rosenperc. No. It was reduced. I don't know. I just don't 
know. I would not have anything to do with signing any checks. 

Mr. DEWi1Nb. When was that account opened ¢ 

Mr. Roseneerc. When / 

Mr. DeWinp. Ye: 

Mr. Ros! NBERG \ bout the time the box was rented, whic h could be 
either— 

Mr. DeWinp. So a vear and a half or 2 years after this company 

eased operation inew bank account was opened for 1 and a milly ] 
dollars or more was deposited in that account ¢ 

Mr. Rosenperc. I believe that is correct. 

Mr. DeWrnp. In what funds was the deposit made / 

Mr. Rosennerc. United States funds. 

Mr. DeWrnp. United States cash / 

Mr. Rosenperc. No, sir, check. 

Mr. DeWinpb. A check drawn on what bank ? 

Mr. Rosennerc. It would be where the Tivoli money had been ce 
posited. Let me assume the Roval Bank of Canada. 

Mr. DeWixp. Do you mean the New York agency of the Royal 


bank @ 
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Mr. Rosenserc. The Montreal agency. 

Mr. DeWrnp. And you transferred United States dollars from 

Mr. Resenserc. The Montreal agency by draft. The practice was to 
write a letter 

Mr. DeWinp. Let’s not bother with the practice. 

Mr. Rosensere. Direct them to forward X dollars to Toronto. 
That is all you do. 

Mr. DeW inv. What bank in Toronto has this account ? 

Mr. Rosenserc. The Royal Bank of Canada, the head office. 

Mr. DeWtinp. Toronto? 

Mr. Rosennerc. That is correct. 

Mr. DeWinv. How had the Montreal account been maintained ¢ 

Mr. Rosrensere. I don’t know, sir. I don’t remember. 

Mr. DeWrnxv. How much money was in the Montreal account ? 

Mr. Rosensere. I don’t know. In the absence of the book or the 
bank 

Mr. DeWinp. Approximately. Was it a million dollars in that ac- 
count, too ¢ 

Mr. Rosenserc. If a million dollars was transferred, there was 
probably a million dollars. 

Mr. DeWinp. Where did the million dollars come from that went 
into the Montreal account ? 

Mr. Rosenrerc. That was the money that had been paid into the 
Tivoli Trading Co. I am dealing now with the Tivoli Trading Co. 
That was the money that had been paid into the Tivoli Trading Co. 
by checks from these other companies. 

Mr. DeWrtnp. Checks from which other companies, other Klein 
companies ¢ 

Mr. Rosrenrerc. Well, call them that if you will, but the Cuban, 
the Panamanian companies. Fifty thousand cases were sold at 25 
cents a case, which would represent the royalty on that. The check 
was paid out on the Distillers Agency or Ramsey Scott, and that money 
was then deposited in the Tivoli Trading Co. There you have that 
transaction, how the money got into the Tivoli Trading Co. and the 
basis for the 25 cents a case, that is. Why it was done, Mr. Byrnes, 
I could not tell you. 

Mr. DeWrnp. Mr. Rosenberg, do you mind if I interrupt you? 
We have a million dollars, approximately, in the Toronto agency of 
the Royal Bank of Canada deposited there sometime in 1948 or 1949 
and about the same time you opened the safe deposit box. What has 
happened to the million dollars? Is it still there? 

Mr. Rosensere. I don’t know. 

Mr. DeWrnp. You have no information or knowledge? 

Mr. Rosenrerc. No information or knowledge. I don’t know any- 
thing has been done. 

Mr. DeWrnp. You don’t know of any payments made to anybody ? 

Mr. Rosennerc. No, sir. I don’t know of anything that has been 
done. 

Mr. DeWinv. Who draws checks on that account ? 

Mr. Rosenrerc. You mean who since ? 

Mr. DeWrxp. Who has the right to draw checks? 

Mr. Rosenrerc. Mr. Klein. 

Mr. DeWinp. Do you have the right ? 
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Mr. Rosenrerc. No, sir. I have never signed a check for Hannes 
& Co., to my knowledge. 

Mr. DeWinp. Do you have the power to do it ? 

Mr. Rosennerc. No, sir; I don’t think so. 

Mr. DeWinp. Your name does not appear on the signature card? 

Mr. Rosennerc. No, sir. I don’t believe that is so. 

Mr. DeWinp. You say you have no knowledge whatsoever concern- 
ing the disposition of that million dollars ? 

Mr. Rosrennerc. No, sir. 

Mr. DeWrnp. In the Toronto agency ? 

Mr. Rosenrerc. No, sir; I do not. 

Mr. DeWinp. Is it not a fact that a company known as La Econo- 
mica Agencias got the sum of $528,325.40 out of that account ? 

Mr. Rosennerc. I don't know the name of it and I don’t know the 
amount. I did not sign the check. 

Mr. DeWrinp. What do you know about it ? 

Mr. Rosennerc. I don’t know who the company is. 

Mr. DeWinpv. What do you know about this payment of $528,000? 

Mr. Rosenrere. I don’t know. 

Mr. DeWinp. You know nothing about it? 

Mr. Rosenrerc. Wait. I have since learned some details as a result 
of the hearing here— 

Mr. DeW inp. Did you not say you had no knowledge concerning 
that ¢ 

Mr. Rost NBERG. I have ho knowledge. 

Mr. DeWinv. “Do you have any knowledge about that?” was the 
question, and you said “No”? 

Mr. Rosennerc. Wait. Let me correct my statement. Knowledge 
came to me of payments to certain companies, because I was asked 
at this hearing of the Internal Revenue Bureau about this check and 
I didn’t know anything about it at all. I inquired about it. 

Mr. DeWinp. You just told me you didn’t know what happened. 
What do you know about that payment ? 

Mr. Rosenverc. The knowledge I had was gained in the capacity 
of an attorney. I testified at the Internal Revenue Bureau. I was 
not authorized to say what I had learned in the capacity as counsel. 
Mr. McGuigan raised that point and said that I could not, even if 
I wanted to. So, therefore, the matter was not pursued. 

Mr. DeWrnp. You are an officer of that company, are you not? 

Mr. Rosenserc. That is correct. 

Mr. DeWinp. You were the president or treasurer ? 

Mr. Rosenserc. I had ceased being an officer at the time I was 
asked that question. 

Mr. DeWinxv. When were you asked the question ? 

Mr. Rosenserc. January 8, 1952. 

Mr. DeWinv. When did you cease to be an officer of that company ¢ 

Mr. Rosenserc. I submitted my resignation at the time of Mr. 
Klein’s selling out. 

Mr. DeWinp. Did you submit your resignation in writing at that 
time? 

Mr. Rosennerc. Yes, sir; in all companies in writing. 

Mr. DeWrnp. Mr. Klein never sold out Tivoli ? 

Mr. Rosensere. Sir? 

Mr. DeWrnp. Mr. Klein never sold out Tivoli? 


91550—52—pt. 4-33 














3170 INTERNAL REVENUE INVESTIGATION 


Mr. Rosenserc. No; but I resigned from Tivoli at that time. 

Mr. DeWinp. At what time / 

Mr. Rosenserc. At the time of his sale in 1947 of all of the 
companies. 

Mr. DeWinp. He did not sell Tivoli? 

Mr. Rosenserc. No; but I resigned. 

Mr. DeWinp. Why? 

Mr. Rosensera. Because Tivoli had been a pen sae that he had 
contemplated merging into Hannes & Co., and I submitted my resig- 
nation for all companies, Tivoli included. 

Mr. Kean. Mr. Klein suggested that you do that ? 

Mr. Rosenserc. The Canadians suggested that I do it insofar as 
the companies they took over were concerned. 

Mr. Kean. The Canadians? 

Mr. Rosenserc. When I speak of the Canadians, I speak of the 
Canadian stockholders. They had asked for my resignation because 
they had taken over all of the companies. 

Mr. Byrnes. When was this check for $500,000? Do you know, Mr. 
Rosenberg, when it was drawn? When was this check for $500,000 
drawn ¢ 

Mr. Rosenserc. I don’t know, sir. Mr. DeWind could tell you. I 
was asked that same question. They gave me the date, but I don’t 
remember it. 

Mr. Byrnes. Was it drawn while you were an officer of the cor- 
poration ¢ 

Mr. Rosenserc. It might have been. Again I say I did not sign that 
check because I was not the signing officer at that time. 

Mr. Byrnes. I see. 

Mr. DeWinp. At the time the check was drawn, Mr. Rosenberg, you 
knew about it ¢ 

Mr. Rosenpera. No, sir. 

Mr. DeWrnp. You had no knowledge whatsoever of the transaction ? 

Mr. Rosenrerc. No, sir. I did not know that check was drawn. 

Mr. DeWrnp. Are you positive when you say that? 

Mr. Rosenserc. My knowledge of that check having been drawn 
came to me at a later date. I did not know at that time that it had 
been drawn. 

Mr. DeW inp. Do you mean to say it came to you after January 
1952 ¢ 

Mr. Rosennerc. No, sir. It came to me before that. 

Mr. DeWrxp. When did it come to you? 

Mr. Rosenserc. I don’t know when that check was drawn. I would 
say it came to me possibly a year later, or maybe 6 months later. 

Mr. DeWinv. Why were you told about it 6 months or a year after 
it was drawn? 

Mr. Rosensera. It wasn’t told to me by Mr. Klein. It was just 
information 

Mr. DeWrnp. It was not told to you by Mr. Klein? Who told you? 

Mr. Rosensera. Who told me? 

Mr. DeWrnp. Yes. 

Mr. Rosenserc. I may have gotten that information in talking with 
Mr. MeGuigan or Mr. Kilcullen. I don’t know, because Mr. Klein’s 
case had been handled by them. 
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Mr. DeWinp. Don’t you say you “may have”? Who told you about 
this? 

Mr. Rosenserc. I don’t remember. I don’t recall. I am giving you 
the possibilities. 

Mr. DeWinv. What were you told about the transactions? 

Mr. Rosenserc. Payments were made to these companies. 

Mr. DeWrnpv. You knew all about the payments having been made 
to these companies ? 

Mr. Rosenserc. Yes, sir. I learned that subsequently. 

Mr. DeWinv. When you told this committee awhile ago you had 
no knowledge of that——— 

Mr. Rosenserc. At the time the checks were made, I didn’t. 

Mr. DeWinp. You were asked, “Did you have any knowledge con- 
cerning any payments to these companies?” and you said “No.” 

Mr. Rosenserc. I didn’t get your question that way. I don’t want 
to fence with you. 

Mr. DeWinp. You said you learned in January 1952 that you had 
no knowledge. Now you say you had knowledge back in 1947. 

Mr. Rosenserc. May I again tell you when I had knowledge and 
what I had learned about that? 

Mr. DeWrnp. Yes; I wish you would. 

Mr. Rosenserc. At the time those checks were issued and when 
they were issued I did not know they were issued. Subsequently, 
about 6 months later, I believe it was, I learned of those checks having 
been issued and what they were issued for. I was asked on January 8, 
1952, if I knew of that, and I said at the time it was issued I did not 
know, but that I now do, meaning on January 8, 1952, and that the 
information I had received regarding those checks I learned after they 
were issued and in my capacity as counsel for Mr. Klein. 

Mr. DeWinp. Just a minute. But this was not a communication 
to you from your client, Mr. Klein? 

Mr. Rosenperc. At the time I learned about them. 

Mr. DeWrnp. It was not a communication from Mr. Klein? He 
did not tell you about it ¢ 

Mr. Rosennerc. No. In talking with Mr. Klein, and I asked Mr. 
Klein 

Mr. DeWinp. Just a minute. Mr. Klein did not tell you about 
these transactions. You have just testified to that. 

Mr. Rosenserc. No. | said at the time that he issued them he did 
not tell me. 

Mr. DeWinp. You did learn of them, but it was not Mr. Klein? 

Mr. Rosennera. It could have been. 

Mr. DeWinp. You said it was not. 

Mr. Rosenserc. At that time I talked with Mr. Klein, but I could 
have learned from him that he had paid checks to those companies. 

Mr. DeWinp. You said you must have learned it from Mr. Me- 
Guigan. 

Mr. Rosenserc. Yes. J] am not clear as to whom I learned it from. 
Iam emphatic in saying that the time—— 

Mr. DeW inp. Just a minute. You testified very distinctly that you 
did not learn it from Mr. Klein. 

Mr. Rosennerc. At the time they were issued, that is correct. 

Mr. DeWinxvo. When did you learn it was not Mr. Klein who told 
vou ¢ 
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Mr. Rosennerc. It could have been Mr. Klein. I am trying to 
say when I learned of it it could have been from Mr. Klein. 

Mr. DeWrnp. Don’t you start putting words in Mr. Klein’s mouth 
in order to get some privilege claim if he did not tell you. 

Mr. Rosensere. I did not learn it as the result of Mr. Klein telling 
me for the purpose of claiming privilege. The question of privilege 
was raised at that hearing, because the question arose: Whom did I 
learn it from and in what capacity did I learn of those checks? 

Mr. DeWinv. Whom did you learn it from? 

Mr. Rosennere. It could have been Mr. Klein, Mr. McGuigan, or 
Mr. Kilcullen. 

Mr. DeWrnp. You say you learned of this about 6 months after ? 

Mr. Rosenserc. About that time. 

Mr. DeWtnp. Let me point out to you at that time Mr. McGuigan 
and Mr. Kilcullen were not counsel. 

Mr. Rosennerc. Then I did not learn it from them. Then I may 
have learned it later than 6 months. I don’t remember the time. 

Mr. Byrnes. Were you still an officer of this corporation when you 
learned of it? 

Mr. Rosenpera. Yes, sir; I think so. 

Mr. Byrnes. How did you distinguish between whether you learned 
it as an attorney or as an officer of the corporation ? 

Mr. Rosenserc. That phase I was asked. I asked Mr. McGuigan 
and Mr. Kilcullen to advise me where my position as officer stopped 
and my position as counsel began. The matter is a difficult one. If 
Mr. Klein wanted me to answer that question, I was prepared to do it. 
Mr. Klein had not been consulted about it. He was not in the East 
at the time. I know, which I did not then, to whom those checks 
were issued. There is no attempt to say I don’t know. I know now. 

Mr. DeWrnp. I think there was an attempt to say so, but just be 
careful not to testify anything that is not strictly accurate. 

Mr. Rosensere. I will try. 

Mr. DeW inp. When you read this record, you will see you testified 
tothecontrary. Ithink you know you testified to the contrary. Let’s 
yo on, 

What did you learn concerning these transactions from anybody else 
other than Mr. Klein? I don’t say “Who told you?”, but what did 
you learn from anybody else besides Mr. Klein ? 

Mr. Rosensera. I did not discuss them with anybody else. I would 
not have discussed them with anyone else other than Mr. Klein or 
his counsel in the tax matter. 

When you say “What did you learn,” I would not have learned it 
from anybody else. 

Mr. DeWrinp. What did you learn? 

Mr. Rosensere. Sir? 

Mr. DeWrnp. What did you learn from anybody else other than 
Mr. Klein? 

Mr. Rosenserc. To whom they were paid? 

Mr. DeW rnp. To whom were they paid? 

Mr. Rosenzera. I am prepared to give that answer if I can have 
Mr. MeGuigan or Mr. Kilcullen consult with me. They are here. 

Mr. DeWinp. Is there any objection to that consultation, Mr. Chair- 
man ¢ 

Chairman Kine. No objection, Mr. Rosenberg. 














INTERNAL REVENUE INVESTIGATION 3173 


Mr. DeWrnp. Mr. Rosenberg has said he would like to consult with 
you, Mr. McGuigan. 

(At this point witness conferred with Mr. McGuigan.) 

Mr. MceGoiean. Could I consult with you, Mr. DeWind? 

Mr. DeWrNp. Yes. 

(Counsel conferred together, after which the witness and his counsel] 
conferred. ) 

Mr. DeWinp. Mr. Rosenberg, have you gained any information or 
knowledge concerning these payments from anybody other than Mr. 
Klein ? 

Mr. Rosennerc. Subsequent to the time that Mr. Klein told me 
about it, I did. 

Mr. DeWinp. From whom did you gain this information ¢ 

Mr. Rosenserc. In my conversation—and I want to clear up some 
thing, because it appears that 1 may have said that I received the 
original information as to who received those payinents from Mr. 
MeGuigan or Mr. Kilcullen. If I said anything like that, that isn’t 
so, and I want to make that correction. I had discussed this phase 
of it with Mr. Kilcullen and Mr. McGuigan at a later date when the 
question became very important in the matter of handling Mr. Klein’s 
affidavit and his answer to the De partment, Therefore, 1 discussed 
it with them subsequently, and it was after Mr. Klein had told me 
ubout it. 

Mr. DeW ino. With whom did you discuss it 4 

Mr. Rosenserc. Mr. McGuigan and Mr. Kilcullen at a later date, 
after Mr. Klein vave me the information. 

Mr. D1 WHEND. Have you received any information trom anybody 
else ¢ 

Mr. Rosenperc. No, sir: because T had the knowledge and I never 
checked it out any further. 

Mr. DeWinp. What were you told by them as to the nature of this 
transaction and to whom the money Was paid ¢ 

Mr. Rosenserc. I am going to give you the answer, and I would 
like to make a short statement. ‘T he reluctance—— 

Mr. McGuigan. Will you hold that, Mr. Rosenberg ¢ 

(The witness and his counsel conferring. ) 

Mr. McGuican. He wants to correct that last answer. 

Mr. Rosenserc. While I talked with Mr. McGuigan and Mr. Kil 
cullen about that. the re: iplents of the checks subsequently iknow | 
edged to me in my talking with them that they had received it. I 
knew from them. 

What I am trying to point out is that the reluctance on my part 
in disclosing the re iIplents of the checks was due to the fact that 
that question had been posed at the time Mr. Klein submitted his 
statement to the Bureau of Internal Revenue and declared that he 
did not wish to inform who had received it and, therefore, was willing 
to pay the tax that he was obliged to pay. but asked to be excused. 
I was then in a position where I could not give it if he did not wish 
to give it. In my talking with Mr. MeGuigan and Mr. Kilcullen 
about my knowledge of it, as to what I should testify to were I asked, 
| had to resort, I was advised, to that question of privilege before the 
Bureau of Internal Revenue or January 8, 1952. 

From other sources, other than Mr. Klein and Mr. MeGuigan. 1 
confirmed what | Was told about those checks, I ani prepared to give 
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the names of the recipients, but I wish to say that is the reason, as I 
have just stated, why I did not care to disclose them. Now, if you 
want to, I can tell you. > 

Mr. DeWinp. From whom did you receive this confirming infor- 
mation / 

Mr. Rosenserc. In talking to the recipients of the money, of the 
checks. 

Mr. DeWinp. The recipients themselves told you they received it? 

Mr. Rosensera. Yes. 

Mr. DeWrnxv. Who were they? 

Mr. Rosennere. One of the checks, and the name of the company 
to whom it was made payable—I don’t remember the names because 
I don’t know them. You mentioned Economica. 

Mr. DeWinb. Economica. 

Mr. Rosensere. I don’t know who owns that company, but I do 
say Mr. Morris Alprin received one check, or there was a company 
that he was interested in. 

Mr. DeWrnpv. That was a check for approximately $264,000? 

Mr. Rosennera. If you will give me—there were three checks. 

Mr. DeWrnpv. There were two checks to that particular company, 
each for $264,162.70. 

Mr. Rosenserc. And both of them to the one company? 

Mr. DeWrnp. Yes. 

Mr. Rosenserc. All right, sir. Both checks were given to Mr. Mor- 
ris Alprin, one belonging to him or his company and the other to Mr. 
Irving Koerner. 

Mr. DeWrxp. Of R. C. Williams Co. ? 

Mr. Roseneerc. He is no longer with them. 

Mr. DeWtnp. This was in March of 1947. He was still with them; 
was he? 

Mr. Rosensere. Either with them or with Carillon. 

Mr. DeWrnp. Mr. Koerner got $265,000, roughly. 

Mr. Rosenserc. That is right. The check was not made to Mr. 
Koerner’s company. They were both made to Mr. Alprin’s com- 
pany. What the name is I don’t know, but it is Mr. Alprin’s company 
that received both checks. 

Mr. DeWinp. That company in turn gave one of these checks to Mr. 
Alprin and one to Mr. Koerner, or repaid the moneys over. 

Mr. Rosenserc. At that time he held it. He held it for quite some 
time. I later learned he turned it over to Mr. Koerner. 

Mr. DeWrnp. Mr. Alprin held the whole sum for some time and 
then paid half of it to Mr. Koerner. 

Mr. Rosennerc. That is correct. 

Mr. DeWinp. For what purpose were those payments made? 

Mr. Rosenserc. Payments due to them for their work in connec- 
tion with advising about the company matters. They were brought in 
before I was, even, in connection with the setting up of the activities 
of the various foreign companies. 

Mr. DeWrnp. This was a payment for their activities in setting up 
the foreign companies ? 

Mr. Rosenserc. Their advice and their consultation. Mr. DeWind, 
that is my understanding of why that money was paid to them, legal 
fees for Mr. Alprin, whatever the fees were for Mr. Koerner. 
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Mr. DeWrnp. $528,000 was paid to these two for setting up com- 
panies you didn’t need ? 

Mr. Rosenserc. That is right, for their interest or whatever Mr. 
Klein decided to pay them. You see why I say to you I did not know 
that they were paid. I want to say for the record that I did not 
know at any time the nature for which these payments were made, and 
I did not know when they were made. The knowledge came to me 
some time after those checks had been paid. 

Mr. DeW inp. This is by way of explaining your earlier answers? 

Mr. Rosenserc. That is correct, sir. Mr. DeWind, that is just how 
it happened. If you ask me today how it was arrived at, my answer 
is “I do not know.” 

Mr. DeWtnp. There was a third payment of which you know. 

Mr. Rosenserc. Which I have learned about. 

Mr. DeWrnp. That was to a company known as Compagnia Ex- 
portadora Fernandina ‘ 

Mr. Rosenserc. Whether that company belongs to Mr. Roer I do 
not know, but he is the one or that company in which Mr. Roer was 
interested received a check. 

Mr. DeWinv. So, this is either to Mr. Roer or to his company, and 
the amount of that payment was $272,423.62. Is that approximately 
correct ¢ 

Mr. Rosensere. That is probably so. I don’t know the amounts. 

Mr. Kean. Were these three gentlemen lawyers ¢ 

Mr. Rosennerc. Only one, sir, and that is Mr. Morris Alprin. 

Mr. Kean. You said that the payments were legal fees, and only 
one of them was a lawyer. 

Mr. Rosenserc. My understanding—I haven’t been so told, Mr. 
Kean—is that Mr. Alprin as a lawyer advised, was corsulted, and Mr. 
Klein had contact with him. I presume that as to him it was legal 
fees, or it could not have been, but that was the assumption Thad. As 
to the others, they were not lawyers and it could not have been for legal 
fees. Again I say to you I am in the dark as to how that was arrived 
at, why it was given to them, except the conclusion that I have. Mr. 
Klein never told me other than the fact that he did that. I subse- 
quently discovered of course, as I say, it later developed that they had 
rotten those checks. 

Mr. Byrnes. Back there when you were an officer of this company 
at the time these payments were made, were you acquainted with the 
services that these three individuals had rendered ¢ 

Mr. Rosennerc. The nature of the services, no, sir. Iam in a gen- 
eral way. I know these individuals. I have known them ever since 
the time I became interested in serving the companies, or sometime 
prior to April 1944. Mr. Roer was at that time connected with the 
United Distilleries as a salesman representing the New York office. 
He sold coods for United Distillers in Baltimore—— 

Mr. Byrnes. I want to know what he did for this corporation. 

Mr. Rosensera. I don’t know, sir, and I don’t know to this day. 
That is my answer. 

Mr. Byrnes. You never were alerted to anything they were doing 
for this corporation ¢ 

Mr. Rosenserc. Other than that they were interested in the sale. 
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Mr. Byrnes. As far as work for the corporation or anything like 
that you are not acquainted with any activity 

Mr. Rosenserc. No, sir. 

Mr. Byrnes. As far as all three of these gentlemen are concerned ? 

Mr. Rosensere. That is correct. Yesterday 1 was present when 
Mr. Klein testified. Mr. Klein was testifying about brokers receiving 
commissions, and Mr. Roer’s name was mentioned as a broker, and 
Mr. Koerner’s name and other names. He told where they had re- 
ceived a commission for the sale. What they did to get those checks 
I do not know, sir. It was never told to me, the basis on which the 
payments were made. 

Mr. Byrnes. Whatever they did was not very obvious ? 

Mr. Rosenserc. Without appearing to be evasive, I didn’t retain 
those men. I was an oflicer of the company. The check was made 
out without my knowledge. I did not know of it at that time. 

Mr. Byrnes. You didn’t know of anything they were really doing 
for the corporation, either, did vou ¢ 

Mr. Rosennerc. Other than the fact that they were associated with 
Mr. Klein. That is all I knew. 

Mr. Byrnes. What do you mean by associated with him? 

Mr. Rosennerc. Working for the promotion and sale of the whisky 
in the United States. 

Mr. Byrnes. That is a pretty good chunk of money for doing some- 
thing that nobody can see is being done. 

Mr. Rosenserc. You are so right. [ Laughter. ] 

My apologies for being facetious. I don’t mean to be. 

Mr. DeWinp. In December of 1946 at the time that the Tivoli Trade 
Co. had or was about to suspend its business entirely, the Tivoli bor- 
rowed a million and a half from Regan Potter & Co, 

Mr. Rosenserc. Did they? I understand that to be the case; yes, 
sir. 

Mr. DeWinp. At that time all of the liquor transactions had ceased ; 
Tivoli had, I believe from the testimony here yesterday, something 
like $1,900,000 of its own in cash, and they borrowed a million and 
a half from Regan Potter, which was another one of these companies. 
Do you know what the purpose of that transaction was? 

Mr. Rosenserc. I was asked that question once before. I don’t 
know. When I was out in Canada I had heard, and I believe I had 
heard it in the States here, there was a desire to go into Scotland to 
purchase Scotch whisky, and the talk I had heard of buying 300,000 
cases or contracting for 300.000 cases which required a deposit of $5 
acase. It was the usual gossip picked up at distilleries and offices. I 
associated the two together to give an indication. It may not have 
been the reason, Mr. DeWind, but what other purpose I don’t know. 

Mr. DeWinp. You really don’t know what the reason was. You are 
speculating as to what may have been the reason. 

Mr. Rosensere. Speculating only. 

Mr. DeWinp. Do you know when that loan was repaid, if it ever 
was ! 

Mr. Roseneerc. I understand that it was, but when it was I don’t 
know, or what disposition was made I don’t know. 

Mr. DeWrnp. Is it a fact that in February 1947 a million and a half 
dollars of United States Treasury certificates were purchased ? 
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Mr. Rosenserc. Yes, sir; and I received them from the Royal Bank 
of Canada in New York. 

Mr. DeWrnp. What did you do with them when you received them ? 

Mr. Rosenserc. | turned it over to Mr. Klein: Mr. H. H. Klein. 

Mr. DeWrnp. You delivered it to him personally ¢ 

Mr. Rosenperc. Yes, sir. 

Mr. DeWinv. What happened to this million and a half of United 
States Treasury certificates? Do you have any knowledge concerning 
what happened to them ¢ 

Mr. Rosenserc. I have no knowledge: no, sir. 

Mr. DeWinp. These are the short-term United States certificates; 
is that right ? 

Mr. Rosenperc. It is seven-eighths of 1 percent. 

Mr. DeWinp. Those, of course, are bearer securities, aren’t they ¢ 

Mr. Rosenrere. | think so: yes. 

Mr. Ky AN. Were vou an officer of the corporation at the time ? 

Mr. Rosennerc. Yes, sir. If my memory serves me correctly I 
signed for them and received them as treasurer of the company. 

Mr. Kran. Then you turned them over to Mr. Klein, who was then 
president of the company ¢ 

Mr. Rosennerc. I believe so. I was an officer and director of the 
company ; that is correct. 

Mr. Curtis. Were those bonds payable to bearer or were they regis- 
tered bonds? 

Mr. Rosenpera. I think they were payable to bearer, sir. 

Mr. Currts. Did you make a like purchase from export funds for 
the other stockholders ? 

Mr. Rosennerc. I did not make the purchase. 

Mr. Curtis. Was there a like purchase made for the other three 
stockholders ? 

Mr. Rosennerc. No, sir. I did not make any, and I don’t know of 
any that was made, Mr. Curtis. 

Mr. Curtis. When they were turned over to Mr. Klein were they 
turned over to him personally? 

Mr. Rosenserc. To him personally. 

Mr. Curtis. I mean for his personal benefit. Or were they turned 
over for him to keep still as the property of the corporation ? 

Mr. Rosenserc. It is a question of understanding. I thought I 
turned it over to him because of his position as president of the com- 
pany and because it was Tivoli bonds purchased with Tivoli funds. 
That is my conception of the transaction. 

Mr. Curtis. That is while you were treasurer? 

Mr. Rosenpera. Yes, sir: that is correct. 

Mr. Curtis. Suppose the other three stockholders had asked you 
why you bought bonds in this huge amount and turned them over to 
Mr. Klein; what would have been your answer? 

Mr. Rosenrerc. That Mr. Klein asked me to go to New York or to 
go to the Royal Bank of Canada and receive the bonds and bring them 
tohim. That was the direction that I received. 

Mr. Curtis. Were there any other stockholders in this company ? 

Mr. Rosenrerc. At one time there were three others. 

Mr. Curtis. At that time? 

Mr. Rosenrerc. I would have to know the date when I picked up 
the bonds, Mr. Curtis, because they were not members of the corpora- 
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tion after January 21, 1947. If I picked those bonds up after that 
date there were no other stockholders. If I picked them up prior to 
that time, there were four altogether. That would be the answer, 

depending on what date I pic ked them up, and I have the date, I have 
the receipt, I am almost sure, a copy of the receipt that I received from 
the Royal Bank of Canada, which gives the date, the type of the bond, 

and whether they were bearer or not. 

Mr. Curtis. Did you get a receipt from Mr. Klein ¢ 

Mr. Rosenserc. No, sir; I did not. I turned them over to him. 

Mr. DeWrnp. You got these from the New York agent of Royal? 

Mr. Rosenserc. Yes, at Williams and Cedar Street, New York City. 

Mr. DeWrnp. You have gone there on Mr. Klein’s instructions to 
pick up these certificates ? 

Mr. Rosensera. Yes, sir. 

Mr. DeWinp. And bring them to him. Did he tell you what they 
were for? 

Mr. Rosensere. No, sir. 

Mr. DeWinp. Have you any knowledge or information whatsoever 
as to the ultimate disposition of that million and a half? 

Mr. Rosenserc. I have not, Mr. DeWind. I do not think so. 

Mr. DeWinp. Do you know whether Maurice Haas received all or 
any part of those certificates or the proceeds from them? 

Mr. Rosenzere. I believe I turned those bonds over to Mr. Klein in 
the office of Mr. Maurice Haas. I think he was present at that time. 
After I turned them over to Mr. Klein, I left the office. I had some 
place to go to. I was not present there when the two of them were 
together, and I turned them over to Mr. Klein. 

Mr. DeWinp. As an officer of Tivoli do you know, was the loan 
from Regan Potter of a million and a half ever repaid ¢ 

Mr. Rosensere. I don’t know, sir. 

Mr. DeWinxp. You have heard that it was, but you do not know? 

Mr. Rosensere. I do not know. 

Mr. DeWinpv. Was Regan Potter a corporation in which Mr. Klein’s 
interest was bought out at the end of 1946 or 1947? Was Klein bought 
out of Regan Potter? 

Mr. RosenserG. Regan Potter was one of the companies he sold his 
interest in. 

Mr. DeWinpv. Yes. He sold his interest to the other stockholders? 

Mr. Rosenserc. Yes, sir. 

Mr. DeWinp. He was bought out of that company ? 

Mr. Rosensera. Yes. 

Mr. DeWinv. When did you first hear of Mr. Henry Grunewald? 

Mr. Rosenserc. When I picked up the paper the day his name ap- 
peared—May I refer toa A nach Hag 

Mr. DeWrnp. Is this diary one that you keep? 

Mr. Rosenserc. No, sir. I made a little note. I was asked that 
oan downstairs. I didn’t remember the date, but I referred to the 
date when I saw it in the paper, by the fact that I left Washington 
together with my wife and flew up to New York on my way to Cali- 
fornia, and at that time I read while on the plane about this Mr. 
Grunewald. That is the date that I want to tell you when I first heard 
about it. May I 

Mr. DeWinp. It was on that date when you read it in the news- 
paper, sometime in December of 1951? 
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Mr. Rosenserc. That is correct. It was in December 1951. I was 
on my way to New York en route to California. I read about it in 
the paper, and that was the first time I ever heard of the name Mr. 
Grunewald. 

Mr. DeWrnp. Prior to that time you had no knowledge or infor- 
mation whatsoever that Mr. Grunewald was in any way connected with 
Mr. Klein or any of his affairs? 

Mr. Rosenserc. No, sir. I never heard of the name and I don't 
know the person. I don’t know to this day who he is or what he looks 
like. 

Mr. DeWinp. At that time did you also learn from the newspaper 
account that a Mr. Levy had had some connection with the same 
matter that Grunewald was named in? 

Mr. Rosenserc. I believe I did. I believe the account referred to 
Mr. Levy’s name. 

Mr. DeWinp. Did you know who Mr. Levy was? 

Mr. Rosenserc. The Levy that I associated with—the Levy whose 
name was in the paper—was due to the fact that reference was made 
that his son had been discussed as an appointee in the general counsel's 
office. I had knowledge of the fact that Mr. Herbert Levy, his son, 
was leaving his father’s office to accept this appointment in Washing- 
ton. I, therefore, associated this Herbert Levy with the fact that it 
was his father who was in Washington at that time. There was a 
reference in the paper to that and that is how I associated this I. A. 
Levy 

Mr. Byrnes. The reference in the paper was to the fact that there 
was a man—that there was the son of somebody ? 

Mr. Rosensera. Yes, sir; the son of Mr. Levy. The reference in 
the newspaper was to the effect that this Mr. I. Alfred Levy had 
discussed with Mr. Oliphant the appointment of his son to the general 
counsel’s office. 

Mr. Byrnes. That was in the paper? 

Mr. Rosenserc. I don’t know whether it was that day or that after- 
noon, but when I saw it in that connection I associated the two. 

Mr. Byrnes. Do you know in what 4 that was? 

Mr. Rosenserc. I don’t know, sir. The papers that I read on the 
way up to New York were the Washington Post and the New York 
Times. I get those papers regularly. 

Mr. Byrnes. It was one or the other, probably 

Mr. Rosennerc. It could have been both, Mr. Byrnes, that afternoon. 
I like to get the Scripps-Howard paper in New York. 

Mr. Kran. The World-Telegram ‘ 

Mr. Rosenserg. The World-Telegram. I may have seen it in that. 
I don’t remember. 

Mr. DeWtxp. When you reached New York on that trip on your 
way to California, did you see Mr. McGuigan or Mr. Kilcullen? 

Mr. Rosenserc. I went to their office. 

Mr. DeWinp. Did you see them? 

Mr. Rosensere. Yes, sir. 

Mr. DeWtinp. Did you discuss with them at that time this Mr. 
Grunewald and Mr. Levy business? 

Mr. Rosenserc. I showed them the newspaper clippings—the 
papers. I just handed it to them. They said they had seen it. 
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Mr. DeWrnp. Did they ask you whether you had any explanation 
of what it was all about? 

Mr. Rosensera. They did not discuss it with me, and my comment— 
and I am not certain about that—I believe I asked them, “Who are 
these people?” What did they know about Grunewald? I said, 
“Who is this Grunewald? Have you ever heard of his name before?” 
They did not know about him. 

Mr. Curtis. Who were you talking to then? 

Mr. Rosenserc. Mr. McGuigan and Mr. Kilcullen. That was the 
first time I talked with them about details, when the name Grunewald 
appeared in the newspaper and I asked them if they knew about him. 

Mr. Curtis. That was the first time you ever heard of the name 
Grunewald ? 

Mr. Rosennera. Yes, sir, the very first time. I had never heard of 
it prior to that time. 

Mr. DeWinp. Was the name of Senator Bridges also in the news- 
paper account ? 

Mr. Rosennera. I have seen it in that connection and I wouldn't 
know whether it was that day or not. 

Mr. DeWrnv. Did you know at that time of any connection or any 
interest that the Senator had had in this case? 

Mr. Rosenrerc. Never at that time and never before or after that 
did I know of Senator Bridges being in the case. 

Mr. DeWrnpv. You heard of it subsequently ? 

Mr. Rosenserc. Only upon reading it in the newspaper, Mr. 
DeWind. 

Mr. DeWinp. You had no other knowledge of any kind, direct or 
indirect 

Mr. Rosenserc. No other knowledge. 

Mr. DeWinp. Concerning any interest he might have had in the 
case ¢ 

Mr. Rosennerc. That is correct. 

Mr. DeWrnp. Had any person other than Mr. Klein himself or Mr. 
McGuigan and Mr. Kilcullen ever communicated with you about the 
Klein tax case? JI will withdraw that question. 

Has anybody outside of the Klein organization, Mr. Klein and 
the people associated with him, and his own counsel, ever mentioned 
the tax case to you or given you any information concerning it? 

Mr. Rosennera. Mr. McGuigan or Mr. Kilcullen. Mr. Haas, who 
is his accountant, may have mentioned it to me. I know Mr. Klein 
did. But nobody else. 

Mr. DeWrnp. Did Mr. Morris Alprin ever give you any informa- 
tion about the case ? 

Mr. Rosensera. No, sir. 

Mr. Curtis. Did any oflicial or employee of the Bureau of Internal 
Revenue ever talk to you about this tax case? 

Mr. Rosenrerc. No, sir. 

Mr. Curtis. Never did? 

Mr. Rosenserc. Never. 

Mr. Curtis. Did any of them ever call you on the telephone? 

Mr. Rosenserc. No, sir; never. 

Mr. Curtis. Did you ever call any of them on the telephone? 

Mr. Rosensera. No, sir. The only time I was ever questioned 
about any official was on January 8, 1952, at a hearing attended in 
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the Bureau of Internal Revenue, Tenth and Pennsylvania Avenue or 
Constitution Avenue. 

May I give you the names of the gentlemen who were present? 
They did it in their official capacity, because I was summoned to appear 
there. Outside of those three gentlemen I did not discuss it with any 
one in the Bureau of Internal Revenue. 

Mr. Curtis. You never heard any of them mentioned ? 

Mr. Rosenserc. No, sir. 

Mr. Byrnes. Did you ever seek the assistance of anybody in con- 
nection with Mr. Klein’s tax case? 

Mr. Rosenperc. No, sir. He had counsel, and I discussed it with 
them, and they with me. The information you gained from me and 
asked me about, they did, too. 

Mr. Byrnes. You did not discuss with anyone else seeking assis- 
tance ¢ 

Mr. Rosensera. No, sir. 

Mr. Byrnes. You knew Mr. Levy quite well, did you not! 

Mr. Rosenserc. I knew him as a friend of Mr. Klein. 

Mr. Byrnes. You had lunch with him quite often. 

Mr. Rosenserc. Not quite often. I don’t think I had lunch with 
Mr. Levy more than two or three times as long as he knew Mr. Klein, 
but I do know him, and know him as a friend of Mr. Klein’s. 

Mr. Byrnes. Do you know Mr. Maloney ‘ 

Mr. Rosensers. Yes, sir. 

Mr. Byrnes. How well do you know him? 

Mr. Rosenserc. Not very well, sir. 

Mr. Byrnes. Have you met him quite often ? 

Mr. Rosensera. No, sir. 

Mr. Byrnes. Did you ever discuss it with Mr. Levy? 

Mr. Rosenperc. No, sir. 

Mr. DeWrnv. Did Mr. Klein at any time tell you that anybody else 
outside of his regular counsel were helping him on the case? 

Mr. Rosenperc. No, sir. 

Mr. DeWinp. Did he ever mention Mr. Grunewald to you ¢ 

Mr. Rosenserc. Never. ; 

Mr. DeWinp. Did he ever mention to you in any way that Mr. Levy 
was undertaking to get some assistance in the case ? 

Mr. Rosenserc. No, sir; he did not. 

Mr. Curis. Did he ever say that friends, without identifying 
them—— sale 

Mr. Rosenserc. No, sir. Pardon me. I thought that was the end. 

Mr. Curtis. Were speaking words to the Bureau about this case? 

Mr. Rosenserc. Did Mr. Klein ever tell me that ? 

Mr. Curtis. Yes. 

Mr. Rosenserc. No, sir; he never did. 

Mr. Curtis. During this time following the jeopardy assessment 
was Mr. Klein disturbed about: his tax difficulties ¢ 

Mr. Rosenpera. Yes, sir, very much. 

Mr. Curtis. Quite a little / 

Mr. Rosenpere. Yes, sir, very much disturbed, very much worried. 
He talked to his counsel, | know, in my presence about trving to get 
it settled. , 

Mr. Curtis. He gave evidence that he was worried about it and it 
bothered him and it bothered his thinking and well being. Is that 


right ¢ 
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Mr. Rosensere. That is very correct, Mr. Curtis. The man had this 
hanging over him and he was shackled and tied. He couldn’t do any- 
thing. He was concerned. You are right. 

Mr. Curris. His friends had a feeling of sympathy toward him, 
isn’t that correct ? 

Mr. Rosensere. If my indications and feelings for the man are in- 
dicative of others who knew hin, yes, sir. 

Mr. Curtis. Everybody in his circle wanted to do anything that 
could be done to help him, is that not right ¢ 

Mr. Rosenserc. I believe so. I will also say that, if my feelings 
were an indication, we felt very impotent about helping him. 

Mr. Curris. You did not know which way to turn to get help. 

Mr. Rosenserc. That is correct. 

Mr. Curtis. But if something showed up that looked like it might 
help and might lead to a settlement, you would all— 

Mr. Rosennere. I don't know. He never told me that that was his 
feeling, but he made a comment the other day which, Mr. Curtis, came 
probably 72 hours ago, that if anybody had offered him any hope, 
he might have accepted it. 

Mr. Curtis. That was your feeling, too, was it not ¢ 

Mr. Rosenserc. That he would?’ No, sir. 

Mr. Curtis. If you had heard about some avenue that might have 
led to some help you would not have wanted to reach out for that help ¢ 

Mr. Rosenrerc. No, sir; I would not, sir. I can say the same for 
Mr. Klein, knowing the man as I do. I make that observation that 
he would not have. Yet the desire for me was very, very 

Mr. Curtis. Did'‘you not have that desire for help? 

Mr. Rosenserc. No, sir, no; because my feeling in the matter was 
that this was something that had to be handled by his attorneys. 
That is the way I felt, and that is the way Mr. Klein felt. He may 
have sapretest to me a little epee as to how slowly it was 
progressing, but that is as far- 

Mr. Curris. Did he ever express that to you ¢ 

Mr. Roseneerc. Yes, sir; he expressed it to counsel in my pres 
ence, Mr. Curtis. He did express it to me. 

Mr. Curtis. Did he ever say that he wished he knew of something 
or some avenue to hurry it along? 

Mr. Rosenserc. No, sir; he did not. He did not Say that to me. 
If he thought that, he never voiced it to me. That is the story. He 
never did. 

Mr. Curtis. That seems rather strange. I didn’t intend my ques- 
tions to infer by seeking help that it would not be lawful and legi- 
timate help. I am rather surprised, as close as you were to him 
and as personal as your relationship was, that you never heard him 
say he wondered where he could turn to do something more toward 
settling this case. I am also surprised that you did not have the 





same feeling. 

Mr. Roseneera. My answer to that is that I have seen Mr. Klein, not 
regularly, perhaps a week at a time or 10 days at a time, with some 
degree of daily or every-other-day meetings. ‘A great part of the time 
he was in California and I was in the East. and I didn’t see him for 
possib hy a month at a time. There were times when he was in the 
East and I was traveling, and I didn’t see him. I can’t say the number 
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of times that I did. I can only read the man’s mind as far as state- 
ments, and I say Mr. Klein did not make any to me about his yearning 
for someone to help him. He did not say that. 

Mr. Curtis. You felt that way, did you not! 

Mr. Rosenserc. No, sir; I couldn’t have. 

Mr. Curris. You were purely objective. What happened in his 
tax case was of no consequence to you. Is that right? 

Mr. Rosennerc. Yes, sir. If Mr. Klein had heard that anybody 
could help him and he had come to me and said that was the case, I 
would have told him so, but he did not come to me. He did not tell 
me. I did not think that he was entertaining such thoughts, if he was. 
That is a feeling I have for the man. 

Mr. DeWrnp. After you learned of the Grunewald-Levy-Bridges 
matter in the newspaper, when did you next see Mr. Klein / 

Mr. Rosennerc. I was going to California at the time. I couldn’t 
get out of New York that day because the flights were canceled on 
account of bad weather. I had to come back to Washington by train. 
Several days later I left Washington for California via TWA and got 
there at about that time, which was around December 16 or 17. 

Mr. DeWrnp. Did you discuss this matter with him ¢ 

Mr. Rosenserc. Mr. Klein called me and told me to go to the hotel 
where the reservation was made for me. He saw me the next morning. 
I think that was December 17. I have a record of arrival there. He 
was very much disturbed about one thing, and that is that his name 
was in the Los Angeles paper as being a resident of Los Angeles, and 
he was rather apprehensive that reporters would be calling on him, 
which he wanted to avoid. His feelings in the matter at that time were 
only that and nothing else. He had already talked, so he told me— 
I gathered from him that he had already talked to Mr. MeGuigan 
and Mr. Kilcullen by telephone, but what he told them he didn't say. 

Mr. DeWinp. What did he say to you concerning Mr. Levy? 
Anything ¢ 

Mr. Rosenserc. Nothing then. The matter we discussed was my 
participation in the Bureau of Internal Revenue, when I was to ap- 
pear. IL had brought with me an affidavit that was prepared and had 
been submitted. I let him read that. We went over it together. In 
that I declared apropos of the filings that I had turned them over 
to him. His feeling was one of being upset about the news in the 
paper. There was no prolonged discussion about it. He did not ask 
me about mentioning any of the particular names. He did make a 
note as to who this Grunewald was. He said he had never heard of 
him. That was the tenor of the conversation. 

Then we talked about the arbitration matter which was between—— 

Mr. Kean. He was not upset about the fact that Mr. Levy or some- 
body had intervened, but he was upset about the fact that there was 
publicity thereon / 

Mr. Rosenserc. My impression is that they were tied together, Mr. 
Kean, but he did not mention the name of Mr. Levy to me, and he did 
not mention any of the others until he brought out the name of Grune- 
wald or whatever the name was. 

Mr. Kran. You gathered from the conversation that he had not 
known of Mr. Grunewald before ¢ 
Mr. Rosenserc. He told me he did not know, and he told me—— 
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Mr. Kean. He was not upset that there had been intervention; the 
only thing he was upset about was the fact that it had come out in 
the public hearing? 

Mr. Rosensere. I couldn’t answer as to whether he was upset about 
Mr. Levy’s name in the paper. He was upset about the whole thing 
in the paper and the fact that out in Los Angeles the reporters would 
try to see him. It was a general impression of dissatisfaction. 

Mr. Curtis. Is it now your opinion, if Mr. Grunewald or anybody 
else attempted to render service to get this case expedited, either Just 
expedited or expedited favorably, that that butting into Mr. Klein’s 
business was entirely without the knowledge of or request or sugges- 
tion from Mr. Klein or anyone associated with him? 

Mr. Rosensere. Yes, sir; that is my impression. 

Mr. Curtis. How do you explain that? 

Mr. Rosensere. By his attitude. Since I saw him in the East at 
a luncheon—— 

Mr. Curtis. How can you explain that such a thing would happen? 

Mr. Rosenserc. What his feeling in the matter would be? I don’t 
get your question. 

Mr. Curtis. No. How can you explain that Mr. Grunewald was 
active in the case if no one asked him? 

Mr. Rosensere. I can’t explain that, sir. I don’t know. I didn’t 
understand your question, Mr. Curtis. I don’t know. I can’t explain 
that. 

Mf. Curtis. What is your feeling about it now? What do you 
think happened ¢ 

Mr. Rosenserc. I think somebody imposed on Mr. Klein. 

Mr. Curtis. Imposed on him? 

Mr. Rosennerc. Imposed on him. 

Mr. Curtis. Why do you think that ? 

Mr. Rosensere. I think somebody took advantage of Mr. Klein, 
whether they were friends of his or a total stranger to him, and became 
active in his case. 

Mr. Curris. For what purpose? 

Mr. Rosenserc. I can’t say, sir. You asked me for a feeling, and 
I give you my personal feeling. 

Mr. Curtis. Was there ever any information which came to you 
or to anyone else to your knowledge, either at the time or afterwards, 
that there were parties that could get this tax matter settled if you 
would talk to them ? 

Mr. Rosensere, No, sir; no information. 

Mr. Curtis. Mr. Klein testified the other day that he had a feeling 
at the time the jeopardy assessment was put on him that certain com- 
petitors might have been interested. Do you have a similar feeling? 

Mr. Rosensere. I heard Mr. Klein express that, but—— 

Mr. Curtis. Where did he express it ? 

Mr. Rosennera. I heard him express this feeling through his brother 
in Canada. 

Mr. Curtis. Who else was there? 

Mr. Rosennera. No one else. 

Mr. Curris. What competitors did he say? 

Mr. Rosenserc. He didn’t mention any names. 

Mr. Curtis. Did he make any inferences as to their identity ? 

Mr. Rosenrera. No, sir. 
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Mr. Curris. Did you have any idea as to whom he might be talking 
about ? 

Mr. Rosenrerc. TamafraidI don’t. MayIsaythis? You narrow 
it down to two or three competitors when we speak of the product that 
they sell. 

Mr. Curtis. Who were those competitors / 

Mr. Rosenserc. I am asked the question. Reluctantly 1 bring then 
names out. It is entirely possible that Mr. Klein’s view is wrong and 
that we are doing an injustice to these people, to these firms, because 
they may not have had anything to do with it. But yet in the interest 
of giving you the feeling 1 would say: Hiram Walker—they sell a 
brand comparable or of that type of whisky as Harwood—Seagram’s 
McNaughton’s, which is a Schenley product; Fleischmann, who sell 
Wysers, W V-S-e-P-S, but they are newcomers in the field. The brand 
is an old one but this activity is a recent one. So there could be but 
two or three. It is entirely possible that he entertained that thought 
as to any one of the three, and that he could be wrong. and my feeling 
in the matter is that he was wrong if he thought that. 

Mr. Curtis. If you think Mr. Klein was wrong, what 1s your answer 
when you hear that somebody exerted influence on behalf of Mr. Klein ¢ 

Mr. Rosensere. To hurt him or to help him? 

Mr. CURTIS. To help him. 

Mr. Rosensera. I don't know. I don’t know. His conclusion as 
to hurting him would stem from the competition that his brand was up 
against. I don’t know that he was correct in that conclusion. I 
thought they didn’t have to hurt him, that they were doing pretty well. 
That is just the feeling that I have. Yet he could not change his 
view and his feeling in the matter. 

Mr. Curtis. With reference to people who might have endeavored 
to help him, were you ever present at any time when Mr. Klein asked 
the question if this could be done 

Mr. Rosenperc. No, sir. 

Mr. Curtis. But he was angry about it? 

Mr. Rosennera. That it was done? Yes, sir. I was present when 
he was angry because of the fact that it had been done. 

Mr. Curtis. What did he say ¢ 

Mr. Rosenserc. The occasion was a luncheon in New York City. 
It was testified to here yesterday. I was here and heard it. I had 
been asked about that probably a day or two before that downstairs, 
so what I am saying now is already in the record, and it coincides with 
what Mr. Klein said yesterday when I also heard him make the state- 
ment that he met with Mr. Levy at this luncheon and pounded the table 
in his anger and in his chagrin over the interference in his ease. 

Mr. Curtis. Did he pound the table at any other time talking about 
attempts to help him ¢ 

Mr. Rosennerc. He was vehement. He didn’t pound the table. 

Mr. Cr RTIS, Why did he express himself So strongly 1o Mr. Levy 
and to no one else ? 

Mr. Rosennere. Because he thought that Mr. Levy—and this is a 
conclusion that I reached—was the one who put him in the position 
of interfering with this ease. 

Mr. Curtis. In other words, he thought that Mr. Levy had set this 
chain of activity into motion / 
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Mr. Rosenserc. That is correct. 

Mr. Curtis. That is all. 

Mr. Rosenserc. That is the conclusion that I had. 

Mr. Kean. Was the mood of Mr. Klein previous to this having 
come out—I mean a year ago—one in which Mr. Klein might have 
grasped at any straw to get this horrible thing off his neck? 

Mr. Rosenserc. No, sir. If he had that thought he did not convey 
ittome,sir. That is the answer. 

Mr. Kean. You know Mr. Klein quite well. 

Mr. Rosennera. Yes, sir. 

Mr. Kran. So you know what his general mood was. 

Mr. Rosensera. I also know that he is a very taciturn individual, 
given to quiet, given to what you might call brooding, in which he is 
noncommunicative for no reason at all. He might have a problem, 
and he doesn’t share it with everybody. 

Mr. Kean. He kept what he did very much to himself. All the 
way through your testimony you have shown that he didn’t tell you 
what he was doing. 

Mr. Rosennerc. If he had any moods, then he kept them to himself. 

Mr. Kean. If he was in the mood that he was brooding about it-——— 

Mr. Rosenserc. Brooding about this problem ? 

Mr. Kean. Brooding about this problem, he might very well have 
grasped at a straw which he thought might help him. That was the 
mood he was in, was it not ¢ 

Mr. Rosennere. I couldn’t say that was the mood he was in. I 
could say that people have probably done that because of that mood, 
ves, sir. 

Chairman Kine. Mr. Rosenberg, it would quite naturally follow 
when a man of the capacity of Mr. Klein is disturbed to the point 
that his health is upset, and it would not be difficult to believe that he 
would welcome any effort, formal or informal, that could have settled 
the problem. That would not be an unnatural or unusual position. 
Do you suppose his anger, as has been testified to here, was because 
of the fact that these efforts had been made public or had become 
known generally, or was just over the fact that his friends had at- 
tempted to intercede in his behalf? 

Mr. Rosennerc. I think his attitude was that the intercession was 
made and that is what made him angry—this is my opinion—rather 
than the fact that there was no success. You stated very aptly, Mr. 
King. that his mood or his health or considerations of that. kind 
might. have moved him to talk with anybody. He admitted that he 
doesn’t know what. he would have done if anybody had asked him, 
“Could I help you?” 

Mr. DeWinp. At this luncheon meeting neither you nor Mr. Klein 
asked Mr. Levy whether he had brought Grunewald into the case? 

Mr. Rosrenrerc. No, sir; I did not ask him, and neither did Mr. 
Klein ask him. 

Mr. DeWrxpv. Did Mr. Levy tell you he had brought Mr. Grunewald 
into the case ¢ 

Mr. Rosenrerc. No, sir; I did not hear him say so. He did not say 
that while IT was there, and I was there during the course of that 
luncheon. I did not hear that, that he brought him in. 

Mr. DeWinp. Mr. Levy at that time knew that he did? 














INTERNAL REVENUE INVESTIGATION 3187 


Mr. Rosenserc. I am sorry, I did not hear it, and I say again that 
it was not said while I was there. 

Mr. DeWinpb. Were you there during the entire time? 

Mr. Rosenperc. Yes, sir. 

Mr. DeWinp. Did either you or Mr. Klein ask Mr. Levy if he had 
any knowledge about how Senator Bridges got into the case? 

Mr. Rosenserec. No, sir. 

Mr. DeWinp. Did Mr. Levy say anything about that / 

Mr. Rosensnerc. No, sir: he did not. 

Mr. Kean. Was it not unusual that he did not ask those questions ? 
You would think he would have wanted very much to know how Sen- 
ator Bridges got into the case. 

Mr. Rosensera. Mr. Congressman. he was so mad and sort of in 
coherent—he was just consumed with rage. Here is a crowded 
taurant and the table was pounded, as he said yesterday. I heard 
him and it was true. I grabbed him by the hand, “Be quiet.” 

Mr. Kran. This is at Longchamps Restaurant ? 

Mr. Rosennerc. Yes, sir. 

Mr. Kran. In New York? 

Mr. Rosenserc. On Forty-second Street near Lexington Avenue, in 
the Chanin Building. 

Mr. DeWinv. Did you ask those questions yourself ¢ 

Mr. Roseneerc. I did not; no, sir. 

Mr. DeWinp. You were Mr. Klein's personal attorney and adviser ? 

Mr. Rosenrnerc. Yes, sir. 

Mr. DeWinp. Did you not think those questions should be an 
swered / 

Mr. Rosenserc. Probably I should have. I did not ask. I did not 
want to prolong this fight that was brewing. In trying to quiet him 
I felt the best way to do was to let him calm down. 

Mr. DeW inp. After that luncheon, at any time since have you sug- 
gested to Mr. Klein that he should find out just what happened 
this case and how these various people got into the case? 

Mr. Rosensers. | did not make any suggestion about that. The 
reason I didn’t is because my thought is that he was trying to find out 
just what had happened. I mean that is my impression. I did not 
make any direct suggestion to him. 

Mr. Di W IND, H: as Mr. Klei In in your prese nee or to your knowledge 
in any way indicated that he knew how these matters came about? 

Mr. Rosenrerc. No. sir. He did not tell me. He did not volunteer 
any information. 

Mr. DeWtnp. Has he ever questioned how it came about in your 
presence ¢ Has he ever raised the matter, how could Senator Bridges 
vet into this case? 

Mr. Rosennerc. No, he did not. If we had any conversations about 
that, and we did—lI will mention a meeting at Reuben’s Restaurant 
in New York, which is at Fiftv-eighth Street near Fifth Avenue, at 
which Mr. McGuigan, Mr. Kilcullen, Mr. Klein and myself were pres- 
ent, and he disclosed to them that he knew Mr. Maloney. His com- 
ment was that he did not know Senator Bridges, he did not know Mr. 
Grunewald, he did not know Mr. Levy. He was grateful for such 
comment that the newspaper carried about Senator Bridges having 
asked that he be given a hearing. That was the conversation that took 


place at that time 
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Mr. DeWtinp. Was it the clear implication of what he said that he 
believed it was either Mr. Levy or Mr. Maloney or both who had 
brought Senator Bridges into the case ¢ 

Mr. Rosennerc. No, sir; he did not give the impression. Who 
brought 

Mr. DeW inv. Who brought Senator Bridges into the case. 

Mr. Rosenserc. No, sir. If he felt that way, the newspapers so 
said, the newspapers indicated that he did, and he shared that feeling, 
from what the papers had to say. 

Mr. DeWinb. You got the impression that he shared the conclusion 
that that is how it happened ‘ 

Mr. Rosenrerc. Yes, sir. When I say he shared the conclusion, it 
pointed that way, that there these people were interceding for him in 
connection with his tax case. 

Mr. DeWinp. What did he say which indicated that he believed or 
shared this conclusion that it must have been through Mr. Levy and 
Mr. Maloney that the Senator became interested in the case ¢ 

Mr. Rosenserc. The fact that the comment was that either Mr. Levy 
or Mr. Maloney, or whatever the newspaper contended, that Senator 
Bridges had been consulted or had been visited with respect to his case. 

Mr. DeWinp. I have no more questions, Mr. Chairman, but I would 
request that Mr. Rosenberg be directed to remain subject to subpena, 
to take up the matter in a continued or further appearance, if that is 
satisfactory. 

Mr. Rosensera. Any time, sir. 

Chairman Kine. Mr. Byrnes? 

Mr. Byrnes. Mr. Rosenberg, you were an officer of a number of 
these corporations that Mr. Klein set up. 

Mr. Rosensere. Yes, sir. 

Mr. Byrnes. In that capacity. as an officer, you were for all prac- 
tical effects simply the agent of Mr. Klein, were you not? 

Mr. Rosennera. That is correct, Mr. Byrnes. 

Mr. Byrnes. You did not exercise any independent judgment; you 
carried out whatever orders Mr. Klein gave you? 

Mr. Rosenserc. That is correct. 

Mr. Byrnes. You performed your duties in accordance with his 
orders ? 

Mr. Rosenserc. That is substantially very correct; yes, sir. 

Mr. Byrnes. Thank you. 

Chairman Kine. You may be excused, Mr. Rosenberg. 

I wish to state in connection with the New York investigation the 
committee has sought to serve a subpena on Matthew Bride of New 
York. The purpose is to question him about his employment by the 
Bureau of Internal Revenue, from which he recently resigned. De- 
spite every effort to locate Mr. Bride over a period of weeks, no trace 
of him has been found. The conclusion that Mr. Bride, who is well 
eware of the committee’s investigation, is avoiding our subpena is 
suggested by the unusual circumstances surrounding our complete 
inability to obtain any information as to where Mr. Bride is at the 
present time. 

The committee will now adjourn until the hour of 10:30 a. m. 
tomorrow. 

(Whereupon, at 12:10 p. m. the hearing was recessed until 10: 30 
a. m., Thursday, March 27, 1952.) 
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THURSDAY, MARCH 27, 1952 


House or RepresenTarives, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or THE COMMITTEE ON Ways AND Mrans., 
Washi) gton, D.C. 
The subcommittee met at 10: 40 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New Ho ise 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 
Present : Representatives King, O’Brien. Keogh. Kean. .; rtis. and 
Byrnes. 
Also present: Adrian W. De Wind, chief counsel to the subcommit- 
tee, and James Q. Riordan. 
Chairman Kine. The subcommittee will be in order. 
Will you be sworn, Senator / 
Do you solemnly swear the testimony you will give will be the truth, 
the whole truth, and nothing but the truth, so help vou God ? 
Senator Brinees. I do. 
Chairman Kin. Be seated, please. 


TESTIMONY OF HON. STYLES BRIDGES, A UNITED STATES SENATOR 
FROM THE STATE OF NEW HAMPSHIRE 


Chairman Kine. Senator, as you probably know, our committee 
has been investigating the tax case involving Mr. Hyman Harvey 
s , 


Klein, formerly of Baltimore and now of Los Angeles. Our investi- 
gation has revealed the case involved a $7,000,000 jeopardy assess- 


ment, which has dragged on in one phase or another for almost 6 years, 
Testimony before the committee indicates that persons other than the 
taxpaver and his authorized counsel have interested themselves in 
the case to a degree which the committee has not yet been able to fully 
determine. 

One of these people, Henry Grunewald, has refused to give t 
mittee any information concerning his activities and the information 
the committee has been able to develop concerning his interest in the 
matter has come almost entirely from the records of the Bureau of 
Internal Revenue. Even from this fragmentary reconstruction of 
what has occurred, it is apparent that Mr. Grunewald took more than 


he com- 


# passing interest in the case. 

At the same time, the taxpaver has flatly denied that he has ever 
known anything of Grunewald’s intervention. Mr. Maloney, who 
has been Grunewald’s counsel, has testified that he spoke to vou about 
this case, and the rer ords of the sureau of Internal Revenue indicate 
that you took some interest in the matter. 


S1S9 
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The committee is most anxious to determine if, and to what extent, 
persons other than the taxpayer and his duly authorized counsel have 
attempted to influence the outcome of this case, and who is responsi- 
ble for the off-the-record representations in the case. It is the com- 
mittee’s hope that you may be able to be helpful in the committee’s 
efforts to ascertain the truth concerning the matter. 

I might say to the gentlemen of the photography section that it is 
going to be most difficult if the arr: ay presently before me is con- 
tinued, and it will have a disagreeable effect, I am certain, upon the 
Senator, so I am wondering if you cannot do as we have tried to do 
with other witnesses, and allow a little respite while the Senator is 
being questioned. 

Do you have a statement ? 

Senator Brivees. I do, Mr. Chairman, if I may. 

Chairman Kine. It will be most difficult, as you gentlemen know 
the effect on the eyes of the flash—will interfere seriously with Senator 
Bridges’ reading of his statement. 

Senator Bringes. Shall I proceed, Mr. Chairman ? 

Chairman Kine. Proceed, Senator. 

Senator Brinces. Mr. Chairman and gentlemen, I am glad to appear 
here today at the invitation of the chairman to discuss the so-called 
Klein case, regarding which my name has been mentioned. 

Chairman Kine. Will you suspend just a moment, Senator Bridges. 
I am not aware of what is being passed about, but it is causing a little 
more confusion than the committee can cope with. It happens to be 
your statement, Senator Bridges. May the chairman inquire what 
is going on out the door there? We will have the door closed, please. 

Proceed, Senator. 

Senator Bringes. I shall give the committee the facts as I remember 
them. 

Frankly, I do not recall the time or approximate time William P. 
Maloney asked me to inquire about this case. It is impossible for 
me to recall the details of my conversation with Mr. Maloney when he 
made his request. I remember he felt strongly that an injustice was 
being done. There certainly was no suggestion that there should be 
any favored treatment nor was there any suggestion for granting 
favored treatment in connection with my inquiry at the Bureau of 
Internal Revenue. My inquiry was made on the stated condition that 
the case be considered on its merits; that the entire procedure be 
correct and proper; that the Government’s interest be fully protected. 

If, in his conversation with me, Mr. Maloney had made any refer- 
ence to a fraud charge being involved in the Klein case, I would have 
made no inquiry. Frankly, I believe the case would not have been 
brought to my attention by Mr. Maloney if he had any knowledge or 
inkling of a charge being involved in the case. I believe he would 
have known that I would have made no ine uiry in such a case. 

At no time have I had anything but official interest in the Klein 
case. My conversations on the matter with the Bureau were as a 
result of Mr. Maloney’s request and for no other reason whatsoever. 

I would like to state that I do not know Mr. Klein. Neither do I 
know Mr. Levy. I do not know the attorneys for Mr. Klein who have 

testified here. Neither do I know the Mr. Rosenberg who testified 
here. I have neither met nor talked with any of these people about 
the Klein case or any other matter. 
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I do not have, nor have I ever had any interest, direct or indirect, 
in any of the companies with which Mr. Klein is connected or men- 
tioned in these proceedings. 

My conversations in this matter with Revenue Bureau officials were 
as a result of Mr. Maloney’s request and with reference to no other 
interest whatsoever. 

It appears that Mr. Maloney told Mr. Grunewald of his conversa- 
tion with me, and I presume that Mr. Grunewald inquired about the 
case, in view of previous testimony given before this committee. I 
should like to say categorically that Mr. Grunewald has never repre- 
sented me in this or any other matter. Any inquiry Mr. Grunewald 
may have directed to any Bureau official regarding this case was nei- 
ther at my request nor with my knowledge. 

According to the records handed to the er by the committee, I 
had luncheon with Mr. Oliphant on July 9, 1951. As I recall, the 
purpose of our meeting for the luncheon was to discuss questions 
which had arisen in connection with the Treasury Department ap- 
propriation which was then under consideration. I assume in con- 
nection with this luncheon the Klein case might have been discussed. 

My acquaintance with Mr. Grunewald dates from the time of his 
association with the late Henry Marsh of Winchester, Mass., who was 
a friend of mine. Mr. Marsh was one of New England’s outstanding 
citizens. He was senior partner in one of the leading insurance firms 
in the Nation, and was well-known for his phil: inthropies. Mr. Marsh 
and I visited frequently, often at his home. It was in connection with 
these visits that I met Mr. Gruenwald, who was Mr. Marsh’s friend 
and associate. My acquaintance with Mr. Grunewald, dating from 
his association with Mr. Marsh, has been a pleasant one, but I should 
like to make it clear that at no time, in connection with this or any 
other matter, has Mr. Grunewald been a representative of mine, 

Now, as for Mr. Maloney, my recollection is that 1 met him some 10 
years ago. He was serving as Assistant Attorney General of the 
United States. The acquaintance was one which usually occurs be- 
tween such an official and a Member of the Senate. I knew him to be 
4“ competent public official and have always believed him to be a good 
citizen. Since he resigned from the Government service, he occasion- 
ally has dropped in to see me. There was no reason for me to believe 
that he might ask me to make an inquiry which would be improper. 
1, therefore, did not hesitate to inquire as he requested. 

This, gentlemen, is the story of a typical congressional inquiry 
which you and every Member of Congress are requested to make daily. 
I consider this to be one of the duties and responsibilities of a member 
of the legislative branch of our Government. In the 16 years I have 
been in the United States Senate, I have probably made many thou- 
sands of inquiries of various executive departments on request, as has 
every other Member of Congress in proportion to the years he has 
served. 

There is a twofold obligation in government : 

The obligation of those administering the executive agencies to 
see to it that the United States Government gets everything it is en- 
titled to and gets it promptly. 

The second obligation is equally important: Fairness to the 
individual whose rights are being determined by the administration 
or by administration action. 
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I have many times made inquiries to ascertain whether the Govern- 
ment was getting everything it was entitled to in various situations. 
Similarly, I have been just as vigilant and determined in many other 
instances to ascertain that individuals were being treated fairly. My 
interest in this tax matter did not stem at all from Mr. Klein or his 
attorneys. It stemmed from the information that the Internal Revenue 
had already received a large tax payment and was making claims with 
penalties which might exceed the total profits. I knew that in such 
instances the Government can tie up the assets of the taxpayer and 
that common ordinary fairness requires that the Government be 
reasonably diligent in disposing of the matter, so that the Govern- 
ment obtains the fair amount of the tax, but also that the taxpayer 
has the benefits of whatever profit he was entitled to retain. 

My action in this matter was intended to encourage quick and 
proper action by the Government, and nothing more than that. This is 
evidenced by the fact that even today the case has not been disposed of 
and no settlement has been agreed upon. In other words, it is in 
exactly the same condition as when I made my inquiry. I point out 
further that the very pendency of this matter for so long a time in- 
cluding up to the present date is indicative of the necessity of Senators 
and Congressmen to attempt to get the Internal Revenue to act ex- 
peditiously. 

If there is anything concerning this inquiry which you desire to have 
further explained, I shall try to do so for you. 

That, Mr. Chairman, is my prepared statement. 

I might say, Mr. Chairman, that this case was pending when I 
inquired about it, and it is pending today, and there has been no action, 
and I handled it as I handled thousands of other cases that had come 
to my attention, and I might point out that today, even more than the 
time when I made this inquiry as the Republican leader of the United 
States Senate, I have constantly, day after day, requests to make in- 
quiries to various executive agencies. I had some yesterday. I have 
had them every day, and it so happens as you know that people feel 
that they have somewhat of a claim on a minority leader, as a leader of 
a political party, in the Senate of the United States. 

For example, let me point out that in some States they may have two 
Democratic United States Senators. It is very often that people of 
some prominence, who are affiliated with my political party, or perhaps 
just an ordinary individual who has no political affiliations, but per- 
haps believes the way that I do politically, does not care to go to a 
Senator of the other political party. So not only did I face this 
situation at the time, but I am facing it tenfold today, and every time 
the clock ticks, pretty nearly, in the normal occupancy of the day, I 
am going to be faced with a decision as to whether I will comply with 
some request that is made of me by some citizens in the United States. 

Now I represent the State of New Hampshire, but when I took 
my oath of office as a United States Senator, 1 became a Senator of 
the United States, and my first obligation is to serve the welfare of 
the country. My second as I look at it is to as nearly as possible rep- 
resent the people of my State. When I assumed the position of leader- 
ship of a political party in the Senate, I took on my burdens, and so the 
story I tell you is the story of one of those inquiries which you and 
every other Member of the Senate and the House are called upon to 
make from time to time. It is a question; sometimes it is a terrific bur- 
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den, but it is one of the things that Senators and Congressmen do, if 
they intend to stay in Congress. They have got to render service, and 
I think it is wise and proper, too, that the people of this country have 
somebody they can turn to, and their Senators and Congressmen, who 
can make inquiries of the Government. 

In no case, and at no time in any of my statements to the Bureau of 
Internal Revenue, inquiries to the Bureau of Internal Revenue, or 
to any other executive department in the 16 years 1 have been in 
the United States Senate, have I requested them to do anything where 
1 have not indicated that the Government's interests should be fully 
protected. 

I think that the results in this case certainly bear that out, because 
the case was pending then, and it is pending today, and there has 
been no settlement. 

Mr. Kean. Mr. Chairman, may I make an inquiry / 

Chairman Kine. Mr. Kean. 

Mr. Kran. Senator, what interests us is not so much the fact that 
you made one inquiry in reference to this case, which seems perfectly 
natural, but that from the record you seem to have made several in- 
quiries. 

Now, did Mr. Maloney keep bothering you to check up on the case ¢ 

Senator Bripces. Well, as I recall it. Mr. Kean, n the first place, 
let me say that Mr. DeWind, your counsel, very courteously gave me a 
list of some of the dates which showed in the Schoeneman diary, and 
the Oliphant log, where it was purported that I had conferences with 
the Commissioner, for instance, well, in the intervening time between 
when I made the first inquiry and the present date. 

Now, some of thos undoubtedly had to do w ith this eas . Incidental 
ly, perhaps, but man of those conferences were on e@! tirely different 


matters. For instance, you have almost constant, and by constant, 


I mean very frequent, occasions where you have to address a communi- 
cation by telephe ne call or fo down to see them on various things, 
some of those things and while | keep ho diary Tih \ ~ If. ttl dl if you 
ask me what I did a month ago today I could not tell you unless there 


Was some social association called to my attention, I do not believe 
that the average person as busy as a Member of the Senate or Congress 
is can tel] you what they did a week avo today. So it is rather difficult 
to remember all that took place. 

But let us take the Oliphant luncheon which was listed here. I 
remember particularly that that was right prior to the time that the 
Senate marked up the Treasury Department appropriation bill. I 
remember that the Bureau of Internal Revenue was asking for addi 
tional personnel at that time, and I remember that I asked Mr. 
Oliphant to come to see me to find out just what was the minimum of 
people that they actually needed to do that job. 

Tix identally, undoubtedly from the re ord I proba hy spoke Lo him 
about the Klein case It had bee) pending Yl, yen ince | made 
the first inquiry, and it was very natural that I did, as to whether 


] 
i 
i 
and Tor instance, 


or not anvthi ¢ had been done or what was holding | 
| checked tWo ol three, not all of the dates could ] account for, unless 
| could fil al a telegram or letter or some instance in mv file pertaining 
to some case. But I found that for instance one or two of the eo 


ferences that I had with Commissioner Schoeneman were things 
wholly aside from the Klein cause, 
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Mr. Kean. But Senator, you have not answered my question. My 
question was, Did Mr. Maloney keep bothering you to check up on 
the matter ¢ 

Senator Brincrs. Well, I do not recall, very frankly, how many 
times Mr. Maloney talked about the case, but I know he talked with 
me about the case after the conference which I went down to Commis- 
sioner Schoeneman’s office on, at that time, and I talked with him after- 
ward about that, and undoubtedly talked with him about it again. I 
do not know how many times, but perhaps several times. 

Mr. Kean. Did he keep bothering you about it? Did he keep mak- 
ing inquiries? I do not mean bothering you is wrong, but was he 
showing unusual interest in the case ¢ 

Senator Bripces. No; I do not think he was showing unusual in- 
terest in the case, but I think that he probably did inquire of me if 
I had heard anything new on the case, or anything new as a result 
of my inquiry. 

Mr. Kean. Well, he kept a continual interest in the case, not as a 
casual interest in the case, as he testified before us, that his interest 
was just casual. 

Senator Brinces. Well, I think casual. I do not think Mr. Maloney 
ever made a trip to Washington to see me to get me to make another 
inquiry. But Mr. Maloney is the type of person, very genial and cor- 
dial, and would drop into your office and say “Hello.” And while he 
was there, he might well have said to me, “How about this? Did you 
ever hear anything further on the Klein case,” or something of that 
kind, but I do not think it was a deliberate schedule of inquiries, but 
he may have made inquiries from time to time. 

Mr. Kean. Mr. Maloney from time to time did come to Washington, 
so that it might not have been a special trip down here, and you would 
not know whether it was a special trip for this case or whether it was 
not ¢ 

Senator Bripees. Oh, no. 

Mr. Kean. But when he would stop in, he would ask you about it. 
and he was showing more than casual interest in the case / 

Senator Brinces. Well, I mean he asked me to do this at first, and 
I did it, and I think it is verv natural that he should ask me if I heard 
anything new on the case. But I do not think that he seemed too ex- 
cited about it, or anything of the kind. He was always very courteous, 
and I would not say Mr. Maloney ever pressed me on this case. I 
would say that the most that he ever did say was, “Is there anything 
new on the Klein case?” I do not think that that was but rarely, and I 
could not begin tosay. I remember seeing Mr. Maloney several times 
in the course of the last 3 years, and I could not tell whether he asked 
me on each of those occasions whether or not, but I presume he did. 
I remember that he did at least on one or two oceasions. 

Mr. Kean. Do you think he may have asked you about it half a 
dozen times ¢ 

Senator Brivces. I do not think so, half a dozen times. T think 
it might have been two or three or four times, or something like that, 
or one or two or three times. I would say at least two or three times, 
probably. 

Mr. Kean. We are anxious to find out who it was who was evineing 
this special interest in this case, because—I do not know if you have 
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read the testimony, but somebody was showing particular interest, 
and who it was and why is what we are trying to find out. 

Mr. Byrnes. When you did receive information from the Bureau as 
a result of your inquiries, would you report the information that you 
obtained to Mr. Maloney in a letter or in a telephone call at that 
time ¢ : 

Senator Brivers. I never as far as I can remember ever wrote a 
letter to Mr. Maloney, or reported to him anything by telephone. If 
I reported to him, it must have been when he dropped in to see me 
in my office. I know that I never had telephone conversations with 
him, and I never wrote a letter. It was more of a casual thing, and I 
can remember very definitely after the March 1 conference in 1949, I 
can remember very definitely, and I could not tell you how long after 
ward, whether it was immediately or whether it was some time after- 
ward, of telling him that I got a very cordial reception down there, 
and they said that they would give it some consideration. I do not 
think anything happened and that any real consideration was given 
it, but nevertheless, I remember reporting that to Mr. Maloney. 

Mr. Byrnes. Yop would wait until the next time you happened to 
see Mr. Maloney to tell him what information you had obtained; is 
that right? 

Senator Bripees. That is right. 

Mr. Byrnes. Well, in addition to dropping into your office occa- 
sionally, would he also call you occasionally on the phone / 

Senator Brinees. I do not recall. He may have called me, not on 
the Klein case, but he may have called me on the phone once or twice 
over a period of years, but I do not recall more than that. I do not 
recall that he did, even. If he did, it was a very rare thing, and I 
do not recall that he even called me on the phone. 

Mr. Byrnes. He did not call vou at least with any regularity / 

Senator Brinérs. Oh, no. 

Mr. Byrnes. And you do not recall any telephone call from him 
or any visit from him which was specifically on this case 

Senator Brices. No: I do not. Of course, Mr. Maloney may have 
had that in mind, and I do not know whether he did. 

Mr. Byrnes. He did not give you that impression / 

Senator Briners. He did not give me the impression. He gave me 
the impression that a person dropping in to see me to say “Hello” and 
par his respects, as people do coming to Washington, would, and if 
he brought it up, he brought it up incidentally to the conversation. 

Mr. DeWinb. Senator, I understand from the prepared statement 
you read that you cannot at the present time pin down the time pre 
cisely when Mr. Maloney first talked to you about the case. 

Senator Bripces. No; I do not, Mr. DeWind, and I cannot remem 
ber. I do not know whether it was a short time before that March 
1 conference. or whether it was some other time. I do not reeall, 
and I remember that he talked to me about the case, and that was 
the reason for my asking for the conference, but T do not remember 
when it was. 

Mr. DeWrnp. Was he the first person that ever spoke to you about 
this case ? 

Senator Brinces. He was, as far as I can recollect. And I have no 
recollection of anybody else speaking to me about it, in the early days, 
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at least, and as I told you, now, Mr. Grunewald may have spoken 
to me about it, or may not have. But if so, it was certainly after Mr. 
Maloney had come to me and asked my assistance. 

Mr. DeWinp. Can you recall what Mr. Maloney said about the 
status of the case when he first spoke to you ? 

Senator Bripers. Well, of course, I am not a tax lawyer, and I am 
not a lawyer at all, so,I do not think that I understand all the exact, 
complicated procedure, and I just glanced over this testimony roughly 
and quickly, but certainly it intimated to me it did not mention any 
fraud. He explained that a jeopardy assessment was clapped on this 
man, and that it so tied him up that he could not do business, and 
that it was a hardship, that he thought it was unjust to have such a 
jeopardy assessment put on, and left indefinitely, and wanted some 
sort of a conference so that there might be some disposition of the 
case, so it would not be prolonged. 

Mr. DeWrnp. Senator, did he indicate at that time that the jeop- 
ardy assessment was a matter that had just occurred ¢ 

Senator Brinces. Well, that I cannot remember, Mr. DeWind. I 
do not recall whether it just occurred. I think my impression was, I 
would say that | thought it was a very recent thing. but I mean I do 
not remember what he told me. He might have told me differently. 

Mr. DeWinp. Did he say at that time that anybody else was inter- 
ested in the case, and did he mention any other people who were trying 
to be of assistance in the case? 

Senator Briners. No; he told me that his partner, Mr. Levy, was a 
great friend of Mr. Klein, and that Mr. Klein had complained to his 
partner of the injustice of the thing, and that his partner felt also 
that it was a very unjust thing, and he, Maloney, was making the re- 
quest of me, [ assumed, as a result of those conversations. 

Mr. DeWtnp. The reason I asked whether it was just a recent 
occurrence al the time, of course, Was because the records of the 
Bureau show the jeopardy assessment was imposed in March of 1948, 
and so if Mr. Maloney had indicated this was a matter that just oc- 
curred, that would serve to establish the time. 

Senator Briners. No; I would not say; as I recall it, there was 
nothing that indicated to me the time when the assessment was made. 
The only thing that I recall is that I do not think that I got the im- 
pression that it was anything that was prolonged, as apparently it was. 

Mr. DeWinp. Mr. Maloney did not indicate at that time that this 
was an old matter that had dragged on for a long time, and he had 
not been able to get anvthing done? 

Senator Bringes. Not at the time he talked to me: no, sir. 

Mr. DeWrnp. He did not mention Mr. Grunewald at all at that 
time ? 

Senator Brivers. T would not say whether he mentioned Mr. Grune- 
wald at all or not. I do not recall that he did, but I certainly would 
not say that he did not. 

Mr. DeWrnp. Did you talk with Mr. Grunewald before you first 
saw Commissioner Schoeneman ? 

Senator Bripers. Well, I have talked—you mean about the case? 

Mr. DeWrnp. About the case; ves, sir. 

Senator Brinees. I do not think I did, but I could not say that. I 
think it was after the case that, if I had conversation with Mr. Grune- 
wald, it must have been after I had Mr. Maloney talk with me about it. 
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Mr. DeWrnp. Mr. Grunewald had a conference with the Commis- 
sioner regarding this case on March 23, 1948, and | wondered if per- 
haps you had discussed the case with Mr. Grunewald prior to that 
time. 

Senator Bripces. No. 

Mr. DeWrnp. Well, perhaps we could go at it another way. Did 
you speak to Commissioner Schoeneman quite promptly after Mr. 
Maloney first talked to you ¢ 

Senator Bripcrs. That I could not tell you, Mr. DeWind. T mean 
I do not know whether Maloney talked with me about the case first, 
and he might have talked with me once or he might have talked with 
me twice about the case before I asked for the conference, and to be 
very frank with you I cannot remember how long before it was. 

I am not attempting to tell you that something occurred, because 


I just cannot remember. As you well know, you go through this 
thing, and you handle thousands of people over the course of months 


and years, and you just cannot recall. 

I can remember at the conference that I had down there that I 
told him specifically T did not want anything done that was not en- 
tirely correct and proper, and I can remember that I wanted the 
Government's interest protected, and as I have in every case I ever 
talked with the Bureau of Internal Revenue on, or any executive de- 
partment, where there was any question involved. 

Mr. DeWrnp. Senator, can vou recall how you went about seeing 
Commissioner Schoeneman? Did you call him personally on the tele- 
phone, or see him in person to arrange the conference / 

Senator Brinces. As I recall it, I probably called him on the phone, 
and asked for the conference, and then went down to see him. 

Mr. DeWinp. Well, could that have been as much as 6 months or 
so after Maloney first spoke to you i 

Senator Brivces. I do not know. I do not think it was that long, 
but I certainly do not know. 

Mr. DeWinp. There is a record in the Bureau of Internal Revenue 
that Mr. Oliphant and Mr. Schoeneman talked about the case on Sep- 
tember 16, 1948, and on that date—I can read you the record. Mr. 
Oliphant, as the record indicates, said to Schoeneman: 

That Kline case is no prosecution. It is with the Technical Staff, Division 
Counsel, Atlantic Division. <All of the reports are over there. The criminal 
aspects are out. You said someone wanted a conference 

Mr. ScHOENEMAN. Yes. It is a case of determining the liability then. Is there 
a penalty? 

Mr. Ovienanr. Yes; 50 percent and jeopardy assessment. You can arrange 
to have them see Feidt. I don’t know how that ties in with what the Senator 
told you. 

Mr. ScHOENEMAN. I think I will suggest they have the attorney write to Feidt 
for a conference. Then I go tell Buddy about it. 

Senator Brinces. I do not know. When you say “the Senator told,” 
I do not know whether that was Senator Bridges. There are 95 other 
Senators, and there are probably 3,000 State senators and 50 former 
United States Senators, and several thousand of that sort, and it 
might have been anybody, and I do not recall anything of that kind. 

Mr. DeWtinp. Mr. Oliphant told the committee that you were the 
only Senator he recalls ever discussing the case with, or that he ever 
knew had any connection with the case. 
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Now, this was on September 16, 1948. Do you recall that the 
Commissioner ever told you that the attorney should write to a 
Mr. Feidt for a conference / 

Senator Brinces. No; I do not. 

Mr. DeW inv. Did you ever transmit to Mr. Maloney that particular 
suggestion that he should have the attorney in the case write to 
Mr. Feidt for a conference? 

Senator Bripees. I did not. 

Mr. DeWinv. The records of the Bureau show that on September 
18, 1948, a letter was written to Feidt, that is 2 days after this, request - 
ing a conference with the technical staff, and the committee has been 
unable to determine how the letter came to be written. 

Mr. Feidt at that time was the head of the technical staff, Atlantic 
division. 

Senator Brincges. Mr. DeWind, as far as I know, I never heard of 
Mr. Feidt, and I may have, but I may have seen him or heard him, but 
1 do not recall that Lever met him, but I may have. 

Mr. DeWinp. Then the next record in the Bureau, Senator, is of 
a March 1, 1949, conference that the record indicates was attended 
by Commissioner Schoeneman, Mr. Oliphant, and Mr. Bolich, who 
was then the Assistant Commissioner, and that you attended that 
conference with them. Is that the conference that you were 
referring to? 

Senator Bripers. That is the conference I refer to, but, as I in- 
dicated to you, when we discussed this case, I did not even remember 
that Mr. Bolich was present, and I remember Mr. Schoeneman and 
Mr. Oliphant, but I did not remember Mr. Bolich was present, and 
if the record showed, undoubtedly he was, but I do not remember 
that even. 

Mr. DeWinp. Did you know Mr. Bolich at or prior to that time? 

Senator Brivces. I have seen Mr. Bolich. I probably never saw 
Mr. Bolich but three or four times in my life, but I have seen him 
at Appropriations Committee hearings from time to time. 

Mr. DeWinp. You have never seen Mr. Bolich with Mr. Grunewald ¢ 

Senator Bringes. I never have; no, sir. Certainly when you say, 
“Did you ever see him,” I mean Mr. Bolich may have been with Mr. 
Grunewald sometime, but I mean I never had a session or conver 
sation with him where I identified them both together. 

Mr. DeWinp. The Bureau record of the March 1, 1949, conference 
states that—and this is Mr. Oliphant’s record of it—the Commissioner 
suggested to you that you should address a letter to Mr. Oliphant, 
setting out the hardship and asking for a conference. Would you 
recall that ? 

Senator Bripees. No; I certainly did not address such a letter, and 
I do not recall the details, but 1 never addressed a letter to anybody 
requesting any conference. 

Mr. DeWinp. That was on March 1, 1949, or on March 2, 1949, a 
letter was addressed to Mr. Oliphant by the counsel for Klein asking 
for a conference on the matter, and so far the committee has been un 
able to get an explanation of how that came about immediately after 
the March 1 conference. 

Senator Brivces. It might have been with the Bureau itself, no’ifed 
them, and I do not know, because I have no recollection of any of the 


details of this. 
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Mr. DeW inp. But could it be that you would have transmitted the 
word to Mr. Maloney that they should request a conference with Mr. 
Oliphant ? 

Senator Bripges. It could be, but I mean I do not recall that at all, 
and another thing I do not remember, I do not remember how soon 
after 1 had that conference that I saw Maloney again, whether it was 
immediately or whether it was sometime afterward. 

Mr. DeWinp. Can you recall in any detail, Senator, what took place 
at that conference with the Commissioner and the other Bureau people 
on March 1 of 1949? 

Senator Brivces. I recall I was going down to the conference, and 
it was in Mr. Schoeneman’s office, and I told them that this had been 
brought to my attention as an injustice being done a taxpayer, tying 
him up into knots in such a way, and that I had understood that it 
occurred shortly after he proposed to take a trip somewhere for a 
vacation, and then it happened. I thought that at least the Bureau 
should get together with representatives of the taxpayer and see if 
they could not work out some disposition of the thing. 

1 remember very distinctly of telling them that I think Mr. Oli 
phant, as I recall reading his thing, I very distinctly said, “I want 
this taxpayer to pay every cent that is due the Government of the 
United States, and I want the Government's interests protected, and 
I do not want anything done that is not correct and proper. 

Mr. DeWtnp. I should say, Senator, that inconsistent with this, the 
record made by Mr. Oli phant ut the meeting reads in part as follows: 

Bridges said he was not saying we should get anything less than he owed but 
there should be something done so that the fellow could operate. We told him 
that while we could not release the liens under the statute, we might be able to 
work out an arrangement whereby he could have some funds. We did point out 
that there might be a long drawn out controversy as to the taxes. The Com 
missioner advised him to address a letter to me (Oliphant) setting out the 
hardship and asking for a conference. 

Well, Senator, did Mr. Maloney or anybody else ever sit down with 
you and discuss the details of this case ¢ 

Senator Brincres. No: Mr. Maloney outlined in general what was 
the case, but it was mainly a discussion of the jeopardy, that the 
jeopardy assessment, the attachment of all of the taxpayer’s properties, 
and that it tied him up completely, and that was my general idea of a 
jeopardy assessment, and that I think the inference I got was that 
when he was attempting to go on a vacation, that sticks in my mind 
at least, I explained to them I wanted the Government’s interests fully 
protected, and I thought it ought to be done in a way so that the man 
could operate and at least conduct his business in a normal way. 

Mr. DeWrnp. Mr. Maloney testified here that in his first meeting 
with you, as he recalled, he said he did not understand how a m: in 
who had reported the transaction and paid $1,000,000 of tax approx 
mately could be charged with fraud, but it is your recollection that he 
did not—— 

Senator Bripces. I do not recall that anything was mentioned about 
fraud, and I remember that he said that this taxpayer paid over 
$1,000,000 in taxes already, and it was a question of discussion between 
the Government and the taxpayer as to whether he owed any more or 
how much he owed, but I know it impressed me that if a man paid over 
$1,000,000 in taxes to start with, why, he was not too far out of line in 
the way he was proceeding. 
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Mr. Byrnes. When did you first learn that there was a possible 
fraud angle in this case? 

Senator Brivces. The first time I heard about it was either in the 
papers, or else in my talk with Mr. DeWind. 

Mr. Byrnes. You did not learn of it in your conversations with 
Mr. Schoeneman or Mr. Oliphant ? 

Senator Bripees. I do not recall that. There again, Mr. Byrnes, 
they might have mentioned it, but I have no recollection of any dis- 
cussion of a fraud, 

Mr. Kean. Of course, Senator, $1,000,000 seems like an awful lot of 
money to pay in taxes, but if a man owes $5,000,000, just the fact he 
paid $1,000,000 is not such an awful lot. 

Senator Bripers. That is right, absolutely. 

Mr. O’Brien. Senator, there was a criminal investigation pending 
about that time, and did they mention, or did Maloney mention that 
to you? 

Senator Brees. No; I have no recollection of any mention of any- 
thing criminal or any fraud, Mr. O’Brien. 

Mr. O’Brien. Did you ever hear that Dan Bolich, on the last day 
that he was serving as revenue agent in charge, sent for the files in 
that case and gave them a casual look and found that there was no 
ground for criminal prosecution, and have you ever heard that / 

Senator Brinces. I never heard that until I read it either in the 
testimony or in the papers. 

Mr. DeWrnp. Senator, when did you first discuss the case with 
Mr. Grunewald? 

Senator Brivces. Well, that I am not sure about, but I think it was 
a casual discussion because Mr. Grunewald and Mr. Maloney are 
friends, and Grunewald probably knew that Mr. Maloney spoke to me 
and Grunewald may have asked me about it, what was done, or some- 
thing about the case, but I have no more recollection than that. I 
could not say that he did or that he did not. But if it was, it was a 
very casual thing. 

Mr. Kean. It probably was casual on your part, but it probably was 
not casual on Mr. Grunewald’s part. 

Mr. DeWinp. Did you ever have any extensive meeting or discus- 
sion with Grunewald about the case? 

Senator Bripvges. No. 

Mr. DeWrnp. You never went into the details of the case with him ? 

Senator Bripces. No. 

Mr. DeWrnp. And Mr. Maloney never sat down and gave you any 
of the details of the case ¢ 

Senator Brinces. No; except thé very general thing, Mr. DeWind, 
that as I have indicated, about the jeopardy assessment. 

Mr. DeWinp. And that was just on the first occasion that he spoke 
to you about it ¢ 

Senator Brivces. Yes; I mean I would not say that in subsequent 
conversations he did not again refer to it, but that was the only time 
that I recall any detail. 

Mr. DeWinp. Senator, when Mr. Oliphant appeared before this 
committee in December, he testified that when he first talked to Mr. 
(;runewald about the case in his mind, at least, he was speaking to Mr. 
Grunewald as your representative, or as somebody that you had asked 
to speak to him about the case. 
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Did you ever authorize or request Grunewald to speak to Oliphant 
about the case ¢ 

Senator Brivers. As I indicated in my statement, Mr. DeWind, I 
never authorized Mr. Grunewald to speak for me, in this or any other 
case, or any matter whatsoever. 

Mr. DeWrnp. Did you ever discuss thie case in any detail with Mr. 
Oliphant, or any details of the case as to the particular manner of 
its handling ? 

Senator Briers. Well, except to suggest an early disposition of the 
case should. be made, and it is evident that he did not follow it. 

Mr. DeWinp. Did Mr. Oliphant ever report to you on any par- 
ticular details of the case, as to how negotiations were proceeding, or 
particular details of negotiations ¢ 
- Senator Brinees. I could not say whether he ever did. I can re- 
member talking with Mr. Oliphant on various occasions, but I mean 
I do not recall that he gave me any particular details of the case, and 
certainly never went into the merits of the case or anything. It was 
mainly along the line of the request I made of an early disposition of 
the case. 

Mr. DeWrnp. Well, did Maloney or Grunewald or Oliphant or any- 
body else ever go into this case in considerable detail with you about 
persons who were handling it, the manner in which it was being con- 
ducted, the state of negotiations or details of that kind ? 

Senator Bripees. No. 

Mr. DeW inp. Senator, you have referred to the luncheon that you 
had on July 9, 1951, with Mr. Oliphant, and I think that you said 
erhaps incidentally to a discussion of the Treasury appropriation 
ait that the Klein case might have come up; is that correct ¢ 

Senator Briners. I think that that is very likely, because. it had 
dragged along 21% years up to that time, and undoubtedly it is en- 
tirely possible that we discussed the case at that time. But I mean 
the primary purpose of the conference, | remember, was the Treasury 
Department appropriation, and I remember, as I recall it, Mr. Oli- 
phant came and the luncheon was in the Capitol. 

Mr. DeWinp. Did you not at that time, Senator, go into the case in 
some detail as to the people handling i in the Bureau, and how the 
taxpayer's interest in the case could be forwarded by a change in the 
personnel handling the case ¢ 

Senator Brinces. I do not recall anything about that, and I saw 
those telephone conversations, but I do not recall any details about 
that. 

Mr. DeWrnp. That is, you are referring to the telephone conversa- 
tions recorded on July 10, 1951? 

Senator Brivges. Yes; and while Tam talking about those telephone 
conversations, I do not know whether it is that or not, but whether 
I am very glad they were made in this case I think I have always 
heard it was illegal to record telephone conversations, and it is a very 
interesting thing for Members of the Congress to learn that telephone 
conversations are recorded. If it is illegal, [, as a Member of the 
United States Senate and a member of investigating committees of 
the United States Senate, as I have been and I am now. I want to know 
ibout it. And I am going to know about it. But I have no objec- 
tion to this thing, because those telephone conversations probably are 
helpful now. But, as I understand, the Supreme Court of the United 


91550—52— pt. 4 35 








3202 INTERNAL REVENUE INVESTIGATION 


States has decided that question, and the Members of Congress, of both 
the House and the Senate, may want to know something about that. 

Mr. O’Brren. Senator, do you recall that telephone conversation on 
July 10 with Mr. Oliphant: 

Thinking over that matter, whether to postpone or not, I would be inclined 
to go ahead. It has dragged on and on and while that fellow has a different job, 
he would still have his finger in it, if you have a date set for a conference. 

Do you recall that telephone conversation ¢ 

Senator Brinces. No; but as long as it is recorded, why, I probably 
had it. But I do not recall it and it was subsequent to the luncheon 
and so in all probability we did discuss the matter of the luncheon 
incidentally to the Treasury appropriation, and the telephone calls 
apparently followed that conversation. It is very logical that I should 
have asked why something had not been done about this case that 
had been pending 214 years, and why they did not have a conference, 
and why they did not clear it up. I have always thought that it was 
in the interest of the United States Government to dispose of cases as 
expeditiously as possible, and I still think so. I think that a Con- 
gressman or a Senator is rendering a service to his Government, as 
well as to the taxpayer, if he can do anything to expedite a case and 
have it fairly settled so that the Government’s interest is protected. 

I for one would like to see when this committee makes its recom- 
mendation, as I understand the purpose of this committee set-up was, 
I would like to see that any Senator or Congressman or any Cabinet 
officer or anybody in the executive departments or any official of the 
Government, if they inquire about a tax case, that it be recorded down 
there, and be public information, and I certainly am not going to make 
inquiries about any case that I am not perfectly willing for the public 
to now about. I do not think any other Senator or Congressman or 
any Cabinet officer or anybody else would. I know and you know that 
they are made, and made constantly, and I think that that is one of the 
things so that there can be no occurrence in the years to come where 
there would be any question about it, if the listing of calls or com- 
munications or conferences with the Bureau of Internal Revenue on 
tax cases or any purpose whatsoever were listed, and that they be 
public information so that the public, the press, and the Congress or 
anybody else should know about it, and I think that that would answer 
a lot. 

One thing it would do, if the person making the inquiry, whether he 
is a Cabinet member or a Munher of Congress, or anybody else with 
influence, if he knew that it was going to be recorded that his name 
was listed as making an inquiry about such a case, and it was public 
information, certainly he would be very careful insofar as he could in 
making the inquiries reasonable in a proper way. I think most of the 
Senators and Congressmen and probably Cabinet officers and others 
that make inquiries make very proper inquiries, but I mean I think 
that that would be a protection, and I hope this committee will adopt 
that as one of its procedures, and it will be an answer to many of these 
questions that may come up in years to come. 

Mr. O'Brien. Senator, in that telephone conversation it says, “While 
that fellow has a different job, he would still have his finger in it.” 
Who was “that fellow” to whom you referred ¢ 

Senator Brinces. I do not know, and I do not recall who it was. 
There is not anything in those conversations to indicate that it is about 
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the Klein case, Congressman O’Brien. The logical conclusion is that 
it was, but I mean there is nothing that indicates that it was about 
the Klein case. 

Mr. DeWinp. Well, in the record heading of this telephone conver- 
sation, it is marked at the top, “Re: H. H. Klein.” 

Senator Bripces. Well, then, that confirms it. 

Mr. DeWinp. Now, in connection with the statement about the 
fellow who has a different job, but who would still have his finger in it, 
it was that which led me to wonder whether there had been some dis- 
cussion between you and Mr. Oliphant as to the personnel who were 
handling the case, and their attitude about it. 

Senator Bripers. There might have been, but I do not recall. We 
might have discussed the case and he might have said, “Well, there 
is no sense of a conference, because the same people are handling and 
they will make the same decisions,” but I do not recall it. 

Mr. DeWrnp. Well, then, the conversation went on when you were 
reported as saying, “If you have a date set for a conference,” and 
Oliphant said, “O. K., we will write a letter setting the conference 
next week maybe,” and then your reply was, “When you set the date, 
will you let me know.” 

“Oliphant: I sure will.” And then there is a parenthetical note, 
“C. L. called back later and told him of the conference date, July 16.” 

Senator Brinces. That would be a very logical thing, or if he was 
going to have another conference on it, because I had inquired as 
to when the date of the conference was to take place. 

Mr. DeWinp. Did you have any special interest in following the 
course of that conference, or knowing of the particular time it oc- 
curred ¢ 

Senator Brivees. No; and I do not think I certainly never knew 
what became of that, whether the conference certainly was not suc- 
cessful, and I do not even know that the conference was held, but if - 
it was held, it was certainly not successful. 

Mr. DeWinp. Well, the same Bureau records show that on the 
following day, or indicate that on the following day Mr. Oliphant 
made a call to you in which he said, “On that case we were talking 
about, Stowe just called me back”—and Mr. Stowe was on the technical 
staff at that time, I believe—and he is the kind of a fellow who will 
exercise some independent judgment on that and he wants a real 
chance to get into it, and he wants to put that down for the 27th of 
July.” And your reply is stated, “That is O. K.” 

“Oliphant: I told you the 16th, but I think the thing to do is to 
put it over until then,” and your reply, “That is O. K., fine.” 

And then Mr. Oliphant said, “That runs pretty close to the 31st, 
but I really think that is the thing to do.” And your reply. “Fine, 
thank you, Charlie.” 

Do you know what that conversation was about at the time? 

Senator Bringes. I do not know what would occur on the 31st that 
would have any influence on that conversation, and it may have been 
something, but I certainly do not recall it. 

Mr. Byrnes. Is that the 31st of July? 

Mr. DeWrnp. Yes; was that a time when you were about to leave 
town / 

Senator Brinces. As I recall, the Congress was in session pretty 
well all last year, and I stayed here until it was completed, and | 
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might have been going away for a week end, but I never was away 
more than that. The only time I recall being away any length of 
time last year from Congress was when I was a delegate to the 
Japanese Peace Conference in San Francisco, and I think that that 
was in September. 

Mr. DeWrnp. Do you recall whether you made any report to 
Maloney about this conversation at the time? 

Senator Bringes. No; I do not, Mr. DeWind. 

Mr. Kean. Do you think you probably did? 

Senator Brinces. I might have. If he had been in town, I might 
have very well, but I have no recollection of being in town or telling 
him, but if he was, I undoubtedly did. 

Mr. Kean. As he was the only person who had brought this thing 
to your attention, and you were doing all of this work for him. 

Senator Brioces. Well, do not think, Mr. Kean, that it was any 
great work. I never would undertake to do any inquiry if it was 
going to take unusual time or effort. I think that you just do it in 
the course of the day’s job, telephone query or a call, or something of 
that sort, and I do not think that I looked on it as work or any partic- 
ular type of job or I would not have done it, because I just do not have 
time. 

Mr. Kean. But this was done owing to your personal friendship 
with Mr. Maloney, plus the fact that you thought an injustice had 
been done. 

Senator Brinces. Yes; that is right. Well, I might say to that, Mr. 
Kean, that Mr. Maloney told me that an injustice had been done, and 
from his story to me I assumed one had, and it was my impression 
one had. I mean I never judged the merits of the case myself, but 
from the story he told me I gathered that an injustice had been done. 

Mr. DeWtnpv. Senator, we have been talking about occurrences in 
° 1951, but if I might go back to 1949, do you recall at that time having 
any discussion, either with Mr. Maloney or Mr. Grunewald, or any- 
body else, concerning some proposed written interrogatories to be put 
to Mr. Klein by the Bureau of Internal Revenue ? 

Senator Bripoces. I do not. 

Mr. DeWinp. Well, the Bureau records indicate that in April of 
1949 there had been discussions about submitting written interroga- 
tories to Mr. Klein to get some information that the Bureau of Internal 
Revenue desired, and there had been discussions back and forth as to 
the form of those interrogatories. 

Senator Brinces. I never heard of that. 

Mr. DeWrnp. Well, on April 22, according to the Bureau records, 
Mr. Grunewald made a call to Mr. Oliphant in connection with this 
case, and this conversation was had: 

Mr. GRUNEWALD. I talked to the Senator, and with your approval could you 
and I and the Senator have lunch next week, and we can discuss that? Could 
we hold it up? 

Senator Brinces. When was this? 

Mr. DeWinp. April 22, 1949. 

Senator Brinees. I have no recollection. Mr, Grunewald is a per 
son that might assume quite a lot, and I have indicated my knowledge 
of him and my friendship for him over a period of years, and how it 
occurred. But Mr. Grunewald probably was assuming something on 
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his own, because I have no knowledge and no memory of any such talk, 
nor do I have a memory of any such luncheon. 

Mr. DeWrnp. Well, now, it appears from the records that the 
question, “Could we hold it up?” could only have related to the in- 
terrogatories which were then pending and, indeed, Mr. Oliphant’s 
reply would indicate that is it, because he says, “I have to see it before 
it goes out.” And these were the interrogatories to be transmitted, 
apparently. 

Senator Bripcrs. Well, I have no knowledge of any questionnaires 
or anything of the kind ever being discussed with me, or hearing 
about it. 

Mr. DeWrnp. Do you recall that Grunewald had asked you to 
lunch with him and Oliphant; or suggested that you might, to dis- 
cuss the case ¢ 

Senator Brivces. I do not recall that, sir, either. 

Mr. DeWinpv. Then Grunewald went on in this conversation, as 
reported : 

What day suits you? 

Mr. OLIPHANT. Tuesday. 

Mr. GRUNEWALD. I will call you again and verify it. 

And then the record indicates that on April 26, at 1:00 p. m., Mr, 
Oliphant went out to luncheon with Mr. Grunewald. 

Senator Brinces. It does not indicate that Senator Bridges was 
there, however ? 

Mr. DeWrinp. The record does not state that, and I wondered if you 
had lunch with Mr. Grunewald and Mr. Oliphant. 

Senator Bripces. No. 

Mr. DeWinp. Well, can you be certain that Grunewald had not 
discussed with you having lunch with Oliphant to discuss the Klein 
case ¢ 

Senator Brivces. I could not be certain of that, but I have no rec- 
ollection of it, and as far as ] know there was never any luncheon, but 
I cannot remember that far back. 

Mr. DeWixp. You would keep in your office, Senator, no record of 
ap pointments and luncheon dates, and so forth ? 

Senator Brinces. No. The only thing, in checking over any of the 
inquiries I made on any tax thing, or anything of the kind, would be 
by looking up and seeing if I sent a telegram or wrote a letter to some- 
body on the thing. Now, for instance, I found one of the dates that 
you referred to where I went down and discussed it. I might say that 
during this intervening time, of course, I saw Schoeneman on various 
occasions, and talked with him, and probably talked with him on the 
phone, too, but that there were a multitude of cases. For instance, 
there was one conference that I found by my records I had with him 
on trying to work out something relative to the Crippled Children’s 
Hospital near Wilshire, N. H., called Crotched Mountain Hospital, 
and I had several conferences with him on that, and one of those was 
on one of the dates in the Schoeneman diary. 

Mr. DeWrnp. Each of those was a conversation with Mr. Schoene- 
man and not Oliphant? 

Senator Brinces. Well, I mean, I have another record, for instance, 
where I found where I contacted Mr. Hugh Gregg of Nashua, N. H., 


of the Revenue Bureau, for a conference with respect to the Nashua 








206 INTERNAL REVENUE INVESTIGATION 


Foundation, and that was a foundation which they founded to take 
over defunct mills up there; the textile mills had moved away, and 
they were trying to salvage, and set up some sort of a foundation, as 
far as the tax things were concerned. And at that time I remember 
that was with Mr. Oliphant as well as with others down there. 

Mr. DeWrnpv. Do your records indicate any conferences about this 
case, Senator ? 

Senator Brivees. No; the only record that I have about any case is 
where I wrote a letter or a te legr: am on the case, on an individual case, 
and I never wrote any letters or telegrams on this case. The ones you 
send these letters or 'telegr: ams to are some distance away whom you 
do not see, and so I have no record of the thing. 

Mr. DeWrnp. Did you at all frequently have lunch with Henry 
Grunewald ? 

Senator Brinces. No; I have lunched with Henry Grunewald over 
the years, but I have no particular memory of when or how, but I 
remember I have lunched with Henry Grunewald. 

Mr. DeWinp. Have you ever lunched with Grunewald and Mr. 
Oliphant together ? 

Senator Bripces. Well, very frankly, I could not tell you. I may 
have, but I do not recall it. 

Mr. DeWinp. Now, this conversation between Grunewald and Oli- 
phant relating to luncheon with you, that was in April of 1949; and 
on March 24, 1950, the same records show another call from Mr. 
Grunewald to Oliphant, at 11:40 on the morning of March 24, 1950, 
which was a Friday. The conversation went like this: 

Mr. GRUNEWALD. I saw this friend of mine, the fellow that was down and 
talked to you fellows, and he said you were most helpful, obliging, et cetera. 

Mr. OLIPHANT. You mean young Levy? 

Mr. GRUNEWALD. No; I mean the Senator, but what he can’t get away from is, 
they slapped a jeopardy assessment on these people and put them through all of 
this trouble, and he is a little peeved about that, see? I told him it had nothing 
to do with you fellows, it was done over there—but he said you people here were 

very nice. So in general he was feeling O. K. about it. He said he wanted to 

see those boys again when they get anywhere near ready with the thing. I said, 
They are going to Florida, and so on, and will be back in about 3 or 4 weeks. 
He said That is fine. He asked if I could find out from you how long it will 
be before the thing is wound up. 

Senator Brinces. No; there, again, very definitely, Mr. Grunewald, 
if that was the conversation, was assuming, and he said, for instance, 
that T asked that, and I never asked Mr. Grunewald to do anything; 
and I had an occasion the other day, or recently, of a department that 

called me about a case, which either myself or anybody in my office 
had no record or information that they ever made, and yet somebody 
made the inquiry. 

Mr. DeWrnp. Then Oliphant’s rejoinder at the end of the conversa- 
tion was: 

I have been having the thing prepared for me in detail, and it won't be until 
I get back, anyway. 

Now, that conversation was on March 24. The records of the Bure au 
show that you conferred with Schoeneman and Oliphant on March 22, 
at 11:30 in the morning, and so this follows by 2 days that meeting, 
and do you recall what the subject matter of that meeting was? 

Senator Bripces. Yes; I do. That is a very interesting one. My 
records show that I discussed with Mr. Schoeneman on ths at day two 
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things: The Sceva-Speare Foundation, and that it was relative to 
some tax-exemption certificates or some sort of a statement; and also 
shows that on March 31, 1950, I had a letter from a Mr. Cohen, saying 
that he had received the certificates, whatever they were, from the 
Commissioner of Internal Revenue, and referred to the discussions 
between myself and representatives of the foundation regarding the 
need of them. And it apparently referred to that, because I have 
that on March 22, 1950. 

It could have been, of course, that something was mentioned during 
the time, but that was apparently the primary reason for my doing 
it, at least from such records as I have. 

Mr. DeWtnp. Do you have any record of the talk with Mr. Grune- 
wald immediately after that meeting, within the next 2 days? 

Senator Brmers. No; I have not. 

Mr. DeWrnp. Senator, do your records show any meetings with 
Grunewald concerning the tax case? 

Senator Bripers. No; they do not. 

Mr. DeWinp. This statement that is attributed to Grunewald, that 
“he said he wanted to see those boys again when they get anywhere 
near ready with the thing,” you never passed that message on to 
Grunewald ? 

Senator Brees. I did not, or I certainly have no recollection of it, 
and I cannot be responsible for what somebody else says that I said. 
It is bad enough to be responsible for what you do yourself, or say 
yourself. 

Mr. DeWrnp. Do you recall Mr. Grunewald ever telling you that 
responsibility for this thing did not rest on Oliphant; that the re- 
sponsibility rested on somebody else? 

Senator Bripces. No. The only other record I have in 1950 was on 
June 15, 1950, where I called Mr. Schoeneman for a conference, and 
I did have a conference, and I come to a man by the name of Harry 
A. Gregg, of Nashua, and to Schoeneman’s office, and I know that I 
was away and Mr. Gregg made the appointment, and then I went 
down with him to Schoeneman’s office, and we discussed again this 
Crotched Mountain case, which is the case of the Crippled Children’s 
Hospital up there, which everybody in my section is intensely inter- 
ested in. 

Mr. DeWrnp. There was one other matter that came up here that 
has not yet been explained to the committee, and I do not know whether 
you could shed any light on it. In June of 1949, there is a reference 
in the Bureau records to Mr. Oliphant having said, at a staff meeting 
regarding the case, that the taxpayer would settle for an additional 
$1 million to settle 1944, 1945, and 1946, and 1947, and he went on to 
say that interrogatories submitted to Oliphant and Leming were to 
be held up, and to hold up sending the interrogatories to the taxpayer 
until they cleared the item. 

The taxpayer's counsel have said that the $1 million offer was not 
transmitted by them to the Bureau of Internal Revenue until No- 
vember of that same year, or some 5 months later. Did Mr. Maloney 
or Mr. Grunewald, or anybody, discuss with you an offer to settle the 
case in June of 1949 or prior thereto ¢ 

Senator Brivces. I have no recollection of that, and I certainly 
never transmitted any message of a proposal to settle the case, or 
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anything of the kind, and I have no recollection of anything about 
the questionnaires, or anything of that kind, and I certainly did not. 
Mine was a line of inquiry and. questions, and not of transmitting any 
offers of any kind, and I knew nothing about the transmission. 

Mr. DeWrvp. That has run the 1949 and 1950 records of the Bu- 
reau through. 

In May of 1951, there is a record of a telephone conversation be- 
tween Schoeneman and Oliphant in regard to the Klein case. 

Senator Briwwcrs. On May 16, my ‘records show that 1 discussed 
with—lI do not know whether it was Oliphant—yes, it was with Oli- 
phant and Schoeneman, a case of a Mrs. Violet Rinehart, of Durham, 
N. H., and there was rather a complicated case, and they wrote me a 
three-page typewritten letter as a result of the conference. 

Mr. DeWinp. Had you had previous conferences on this case with 
the Bureau of Internal Revenue ? 

Senator Brinees. I do not know about conferences, but I had had 
correspondence with them which was not satisfactory, and it resulted 
in a conference with them; and even then, I did not want to take my 
memory on the thing, and I asked for a letter which answered the 
previous inquiry I had made, and I think I started sometime a month 
or two before. And then we had a conference on the matter, and 
they gave me a detailed letter which ran almost three typewritten 
pages, and I have a copy of that letter, which refreshes my mind on 
that case. 

Mr. DeWinp. At that conference, did you discuss the Klein case? 

Senator Briwwces. I could not say. I mean, I frankly do not remem- 
ber that I did or I did not. 

Mr. DeWinp. Was Mr. Oliphant present ? 

Senator Briners. Well, that I could not say. I asked for the con- 
ference with Schoeneman, and the chances are that Oliphant was 
resent, but I do not think my records show whether Oliphant was or 
fre was not, and it was Schoeneman that I was talking with primarily. 

Mr. DeWinp. At 10:15 on the morning of May 16, the Commis- 
sioner talked with Oliphant on the telephone, according to the records, 
and the Commissioner said : 

I have an appointment with Senator Bridges at 4 o'clock. And he wanted to 
know whether I could have you present. 


Oliphant replied: 
Yes. You know what that is on. 
And the Commissioner said: 


The same old one. 

OLIPHANT, I think so. 

COMMISSIONER. Don't know what we can do about that. 

OLIPHANT, Can ask Cliff to look at it. 

COMMISSIONER. On its merits—definitely on its merits. See you at 4 o'clock. 


And then there is a note in the Oliphant records: 

4 o'clock, May 16. Conference with Commissioner Schoeneman and Senator 
Bridges re Hyman Harvey Klein. 

Senator Brivers. Well, undoubtedly we discussed that, but it was 
primarily on the other case, and going by my records, the Rinehart 
thing was the thing I went prim: urily down there on. But apparently 
it was a very minor matter. 
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Mr. DeWrnp. Can you recall any of the discussion about the Klein 
case at that time? 

Senator Brivees. I do not. 

Mr. DeWrnp. Senator, then, if the situation as to the 1949 conversa- 
tion in which Grunewald purported to arrange a luncheon for you 
with Oliphant, if that occurred, he did not have such instructions, and 
had no authority to act, from you, to arrange that luncheon / 

Senator Briners. He did not. 

Mr. DeWrnp. And the luncheon did not occur ? 

Senator Brinces. | would not say the luncheon did not occur. I 
have no recollection of any luncheon with Mr. Grunewald and Oli- 
phant, and I would not say it never occurred because it might have 
occurred, but as far as I remember it did not occur. 

Mr. DeWrnp. Then in 1950, when he transmitted the message that 
you “wanted to see,” as he described it, “those boys again when they 
get anywhere near ready,” that was not a message that you had 
conveyed to him or authorized him to convey ¢ 

Senator Brivegres. It was not. It is a normal thing, of course, that 
you see people about other things, and you have a case that you made 
inquiry about, and it is a normal thing, I think, for a bureau or a 
department to talk to a Senator or Congressman about anything that 
may be pending, and so at many of these conferences it may have been 
reported and, because it was a case of importance pending, they 
apparently made notations about it. But I would think it would be 

verfectly normal that they would do it. I expect they would. 

Mr. DeWrnp. I gather, Senator, that you cannot explain in any way 
how, on March 2, 1949, following the March 1, 1949, conference with 
the Commissioner, the counsel for the taxpayer should have written 
the letter which the record shows was discussed on March 1. There 
was no communication between you and Mr. Maloney ‘ 

Senator Brivcrs. Well, I would not say there was any communica- 
tion between Maloney and myself, because I do not remember how 
soon after that conference I saw Maloney, and I have no way of record- 
ing that or remembering that. I might have seen him or | might not, 
und I have no recollection of it. I would assume the Bureau notified 
him, themselves, but that would be my impression as to memory, and 
certainly I did not do it. 

Mr. DeWinp. There is no record of any direct communication, 
either by letter or by telephone. 

Then the other problem that arose was with respect to the September 
16 situation, where Mr. Schoeneman told Mr. Oliphant that he would 
have them—this is September 16, 1948, after Oliphant had told him 
that the prosecution had been decided against, criminal prosecution— 
he then said, “You can arrange to have them see Feidt. 1 don’t know 
how that ties in with what the Senator told you.” And then Schoene- 
man replied, “I think I will suggest they have the attorney write to 
Feidt for a conference. Then I go tell Buddy about it.” 

Senator Brivaes. I have no recollection of Mr. Feidt, or ever hearing 
his name before; but I might have. 

Mr. DeWrnp. I think the reference to “Buddy” is a reference to Mr. 
Marrs, who was formerly head of the technical staff. Did you know 
Mr. Marrs? 

Senator Brinces. I may have seen him in ag et parece Com- 
mittee hearings, where I saw all of those people, but never to know 
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him personally. And I might have seen him there and shaken hands 
with him, or something, but I did not know him personally. 

September 16 in 1948, I remember that the primary in New Hamp- 
shire was that day—not that day, but a day or two before, and I was 
a candidate in that election or that primary, and I was successful, 
and I do not think I was giving on attention to anything at that 
time except the primary and subsequent election. 

Mr. DeWrnp. Do your records show you were away from town! 

Senator Briers. No. I do not know. My records do not show. 
I can remember being up home at the time of the primary, and I may 
have come back to Washington in the intervening time, a day or two 
after that; but I have no recollection of that. The only other thing 
that was pending then was the so-called Textron case, which was in 
Nashua, and a case involving Textron moving out of New Hampshire 
and going to other places, and I think the South and Puerto Rico, 
which I was very much concerned about, and that would be the only 
recollection that I have of anything occurring until after the primary, 
because I remember that because it was very intense at that time. 

Mr. DeWtnp. As I said before, on September 18, following this 
September 16 conversation, the attorneys did in fact write a letter to 
Feidt, asking for a conference; and the reason that I brought it up was 
because we found no way in which any communication had gone to 
the attorneys to request such a conference. 

Well, you have no recollection of talking to Maloney, Grunewald, 
or anybody else at that time, with regard to seeking a conference with 
Feidt ? 

Senator Brivces. Oh, no. 

Mr. DeWinp. During this period in 1948, 1949, and 1950, did Grune- 
wald come to your office frequently, Senator ¢ 

Senator Brinces. Grunewald was a peculiar character. I can re- 
call that at times I never would see Grunewald for a year at a time, and 
then occasionally you would see him rather frequently. But I mean, 
he was a person who dropped in and dropped out, a person who 
dropped out of sight, and then you would perhaps see him. He has 
been in my office, but whether he was in during that period, I do not 
know. 

Mr. DeW inp. On what kind of matters did Grunewald come to your 
office ? 

Senator Bripees. Well, he loved to pass along gossip, or information 
that he picked up, and our one mutual interest we always had was 
Mr. Marsh, who I think Grunewald thought a tremendous lot of, 
and, of course, was one of my best friends, and that was our mutual 
interest that we have had over the years. 

Mr. DeWrnp. Mr. Grunewald has said that one of his duties was 
to keep in touch with all legislation affecting insurance, and did he 
ever do that through your office ? 

Senator Bripérs. I do not recall that. He may have, but I cer- 
tainly do not recall that. But he may have. 

Mr. DeWrnp. I wondered whether Grunewald’s visits to you or 
to your office were sufficiently frequent so that it might be that he 
derived current information that you had about the Klein case ? 

Senator Brinvees. I do not think that you could call him a frequent 
visitor, at all, in my office, and I recall that he occasionally came there, 
but certainly not frequently. As I said, very frankly, there have been 
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times when I wondered what happened to Grunewald, and there 
would be a year at a time when you did not see him; and then he 
would drop around, and you would see him once or twice somewhere 
in the course of rather a short period of time. 

Mr. DeWrinpv. Did you have occasion to see Grunewald away from 
your office ? 

Senator Bripces. No. I met him somewhere, but I have never been 
in Mr. Grunewald’s home in Miami or his home in Spring Lake or his 
home in Washington, and my only knowledge of those is the pictures 
of them I saw in the Washington Post, published in an article written 
by Mr. Ryan sometime ago. If I met him, it was casually. 

Mr. DeWrtnp. Did you ever have occasion to visit with Mr. Grune- 
wald in his Washington Hotel suite ¢ 

Senator Briners. I never visited with him there. 

Mr. DeWrnp. Did you ever meet with Commissioner Schoeneman 
and Mr. Grunewald on any social occasions that you can recall, just 
those two? 

Senator Bripces. Well, I would not say as to that. I may have 
seen them together, but I do not recall that I did. But they were 
friendly, and I knew both of them, and it is entirely possible that I 
did, but I do not recall of any individual meetings. However, it very 
well might be. 

Mr. DeWrnp. In any event, that was never in relation to the Klein 
case that you met with them? 

Senator Bripces. No. But my relations with Mr. Grunewald, as I 
said, I never have been in any of his residences, and I never have 
been in his hotel, and the only time I have seen Mr. Grunewald was 
when I met him some place casually, or when he dropped in at my 
office. 

Mr. Byrnes. Did he ever call you on the telephone, Senator, and 
speak to you on the phone? 

Senator Briners. I think undoubtedly he has called me on the 
phone, yes. I assume he has called me on the phone. 

Mr. Byrnes. That would be your only form of contact: He would 
come into your office, or he would phone you ¢ 

Senator Brinces. I never went to Mr. Grunewald, in other words, 
and I never was a guest of his at any of his places, and I never visited 
him in one of those places, and I never have been in one of those 
places. 

Mr. Byrnes. When he stopped in at your office, was it of his own 
volition or at your request ¢ 

Senator Briers. He always came of his own volition, and I never 
requested him. 

Mr. Byrnes. You never asked him for a conference, or anything 
like that? 

Senator Brinces. No. 

Mr. DeWrnp. Senator, you have never met Mr. Klein? 

Senator Brinces. I never met him; no, sir. 

Mr. DeWrnp. Or Mr. Levy? 

Senator Bripces. No, sir. I may have seen Mr. Levy, but I never 
met him to know him, and I may have seen some of these people, but 
I never met Mr. Klein, and I never met his attorneys, and I never met 
any of those people, as I indicated in my statement. 

Mr. Kean. What do you mean, you may have seen Mr. Levy? 
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Senator Brincres. Well, the same as I might see somebody here in 
this room. But I mean I would not want to say that I have never been 
in a room where he was, or anything of the kind, but never to know whe 
he was. 

Mr. Kean. As far as you know, you never met him? 

Senator Brinees. No. 

Mr. DeWrnxp. You have never been asked to be of any assistance in 
any matter affecting Mr. Klein other than this tax case! 

Senator Brinees. I never have; no, sir. 

Mr. DeWrnpv. Some of Mr. Klein’s companies include the H. Har- 
vey Co., and he was interested in United Distillers. 

Senator Brincrs. I have never been asked to assist in any of those 
companies, and I knew nothing about any of his companies, and I had 
no interest in them, directly or indirectly. 

Mr. DeWrnp. Senator, in connection with this major company that 
Klein was concerned with, United Distillers, or United Distillers of 
Canada, Ltd., that is another company that is not in any way familiar 
to you? 

Senator Brincrs. No. 

Mr. DeWrnp. During this entire period when Mr. Grunewald very 
apparently, from this record, was taking an active.interest in the 
details of the Klein tax case, he never discussed those details with you? 

Senator Bringes. No details with me. 1 think, as I indicated in my 
statement and here previously, undoubtedly the Klein case was dis- 
cussed, but there were no details about it or anything of the kind. 

Mr. DeWinp. And he never asked you to take any action in the case, 
to arrange any conference or attend any conference ? 

Senator Bripces. No. My convprsations or anything I did were 
with Mr. Maloney, although Mr. Maloney and Mr. Grunewald are 
friends, and attorney and client, so that it is entirely possible they 
discussed it in some detail on the matter, or may not have. 

Mr. DeWrnp. Mr. Chairman, I have no further questions. 

Mr. Curtis. Mr. Chairman, I have a question. 

Senator, whatever information or impression or knowledge you had 
of this case, you got it from Mr. Maloney? 

Senator Bripees. I did. 

Mr. Curtis. Based upon his representations to you? 

Senator Briners. Yes, sir. 

Mr. Curtis. Senator—— 

Senator Brmoces. That is certainly the best of my recollection, and 
I probably picked up other information in my discussions in the 
Burean or elsewhere, but I mean the only specific information I had 
was from him. 

Mr. Curtis. And I might say that in the course of this investigation 
throughout the months I have had occasion to thumb through and 
read the diary of the Commissioner, not only Mr. Schoeneman but his 
predecessors and successors, and I find that a great many Senators and 
Congressmen have been called upon to arrange conferences and do 
errands down there. 

In going over that list, two thoughts strike me, in addition to the 
fact that these men are called upon to do errands: One is that there are 
certain operators in and around the city of Washington, some of whom 
would not hesitate to use the name of a Senator entirely unbeknown 
to him or a Congressman entirely unbeknown to him; and the other 
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one is that it may be that there are some, a few people within the 
departments, who might do lkewise. 

Now. Senator, I noticed in this one conference where they have made 
note of what was said and done, that the Commissioner's notes say, 
among other things, this: 

“Bridges said he was not saying we should get anything less than he 
owed.” 

That was your position throughout this entire matter, was it not 

Senator Bripers. That is exactly right. 

Mr. Curris. All right. 

Mr. Kean. Senator, going back to what I said at the start, we have 
been very anxious to find out who it was, outside of the regular counsel 
emploved by Mr. Klein, who was reporting what was going on in the 
Department; who it was who was talking about the 51,000,000 that 
they might be willing to accept long before the counsel even had 
decided that $1,000,000 was the amount which would be accepted. And 
certain names have kept cropping up as to people who showed a spe- 
cial interest. 

Now, what we wanted to find out from you was who it was who was 
needling you to make these inquiries ¢ 

Senator Bripers. Well, 1 do not think, Congressman Kean, that any- 
body needled me. A request came from Mr. Maloney. 

Mr. Kean. That is, definitely it was Mr. Maloney who made the 
request, and Mr. Maloney to whom you talked when he came in and 
reported about the case, and he was evidently the spark plug in trying 
to get this information, as far as you know? 

Senator Brinces. That is right. But I pointed out, Congressman 
Kean, that I recall discussing the case, probably not the details of the 
case, with Mr. Grunewald, but it was subsequent to my talk with Mr. 
Maloney, and because he knew about the case. But I never asked Mr. 
Grunewald to do anything, and he never did anything at my request, 
and I had certainly no knowledge of anything that he was doing down 
in the Department. 

Mr. Kean. And w hen he brought up this matter of this Klein case to 
vou, he would hide his interest bv casual references to it, and he would 
not come to you directly and say, “What do you know about this 
Klein case; I am very interested in the Klein case.” He would men 
tion it casually, so that he was hiding the fact that he was probably 
intensely interested in the case ¢ 

Senator Bripees. My recollection is it was always a casual reference 
to it. 

Mr. Byrnes. Mr. Chairman, may I ask a question? 

Did you ever tell Mr. Oliphant or Mr. Schoeneman, Senator, in your 
conversation with them about this case, that Mr. Maloney was inter- 
ested in it or had evidenced an interest in it to you ? 

Senator Bripers. I do not recall the conversation. I might very 
well have, or I might not have, and I might have gone down and said 
this was brought to my attention, or I might have said it was brought 
to my attention by Mr. Maloney, and I do not recall that. 

Mr. Byrnes. I was wondering if you ever evidenced to them how 
you happened to be concerned about this case, or how it came to your 
attention. 

Senator Bripers. Probably I did, but I do not recall. 
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Mr. Byrnes. I wondered whether they might have noticed that Mr. 
Maloney or his firm or his partner, Mr. Levy, were interested in it, and 
I presume that these gentlemen were also acquainted with Mr. Ma- 
loney, since Mr. Maloney had been in the Government for some time. 

Now, did Mr. Oliphant or Mr. Schoeneman ever tell you that they 
had suspicions concerning Mr. Klein’s operations? 

Senator Bripees. No; I do not think that it was ever indicated to 
me that they had suspicions relative to his operations, and the only 
thing is that they indicated certainly to me that there were some 
grounds for the jeopardy assessment, which would be entirely above 
the tax which he had previously paid, which indicated that they be- 
lieved there was something or some reason for the assessment of the 
additional tax, or something of that kind. But they never went into 
any suspicions about Mr, Klein or his operations. But certainly, by 
indirection, it would be indicated by the assessment which they in 
effect justified. 

Mr. Byrnes. As I understand it, you were critical of them primarily 
from the standpoint of the delay that was taking place in bringing this 
case to a head, and I am wondering if they ever gave you any excuse 
for the delay ¢ 

Senator Brinces. Well, they might have told me that it was a very 
complicated case, or something of that kind, and in the complications 
of the case it would take time; but that is in general the situation as 
I recall it. 

Mr. Byrnes. They did not tell you they were having trouble locat- 
ing his books or records? 

Senator Bringes. No; nothing like that. 

Mr. Byrnes. They did not tell you they were having trouble making 
an audit of some of his accounts ? 

Senator Brivces. No. 

Mr. Byrnes. They never gave you, then, much of an excuse for the 
delay which was apparent, at least on the surface? 

Senator Briwces. No. For instance, I have known, and I could not 
tell you right now, of cases that had been handled very expeditiously 
in the Bureau of Internal Revenue, and for that reason I thought there 
was very undue delay on this one when it dragged over the years. 

Mr. Byrnes. It was apparent to you that there was anything but 
expeditious handling here, from what information they gave you ‘ 

Senator Bripces. Yes, sir. 

Mr. Byrnes. And they gave you no information which would ex- 
cuse, in a sense, the delay that was being occasioned ¢ 

Senator Brivers. Except that I remember, Mr. Byrnes, that this 
thing was a complicated case. 

Mr. Byrnes. That is all, Mr. Chairman. 

Mr. Kean. Mr. Maloney testified, if I remember rightly, that he had 
only a very casual interest in this case, and his only interest was the 
fact that his partner had told him that a friend had not been treated 
fairly, and he also testified, if I remember, that after speaking to you, 
he might have spoken to you once again, but that he could not recol- 
lect speaking to you about it more than once or twice. 

Senator Bripees. I mean, I do not know how many times, but his 
recollection may be better than mine, or may not be, but I would guess 
that he spoke to me certainly more than once again, and perhaps two 
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or three times again. That would be my impression, and I am very 
definitely under that impression. 

Mr. Kean. Did his interest seem to you to be merely casual, as he 
testified it was? 

Senator Bripces. He indicated to me that his partner, Mr. Levy, 
was a very close friend of Mr. Klein, and, due to their close friendship, 
why, Mr. Klein had told his troubles to his partner, who was his close 
friend, and suggested that in some way Mr. Maloney down here, 
through some of his contacts, might be helpful to alleviate or expedite 
the burden in the case. 

Mr. Kean. Did his interest seem to you to be casual? You can 
judge when a person talks about it. 

Senator Brinces. He was doing it for a partner who was a close 
friend of Mr. Klein, and it seems reasonable to me, and it seemed 
reasonable to me at the time. 

Mr. Kean. Did he seem quite interested ? 

Senator Bripces. He seemed interested or he would not have asked 
me specifically to do it, but I mean when you are talking about some- 
body else it is hard work to judge just how casual or how intense a 
thing is. He never needled me or never pressed me, but he did refer 
to the case and made his request to me to ask for a conference to see 
if it could not be expedited. 

Mr. Kean. Maybe he was wise in knowing that needling you would 
not have had as much effect as in doing it the way he did. 

Senator Brinees. I do not respond to needling from anybody, and 
if a case is fair or just, or I think an injustice is done, that interests me. 

Now, I am interested in seeing the Government collect moneys, and 
I think it is to the interest of the Government just as much as it is to 
the taxpayer to handle these cases with reasonable dispatch. 

Mr. O’Brien. Now, Senator Bridges, Mr. Klein was not from New 
Hampshire, and can you tell us of any other cases where you have 
taken action at the Bureau of Internal Revenue on behalf of people 
who were not from New Hampshire / 

Senator Brinces. I cannot, right offhand, but undoubtedly probably 
I have, but I do not know. I could not answer you right offhand on 
that, but my assumption is—and when anybody asked me anything 
from New Hampshire, I have always done it, if I thought it was 
proper; and if anybody who was a friend—if you came to me, Con- 
gressman O’Brien, and said—and I knew you—and you said, “Will 
you — an inquiry for me of the Bureau of Internal Revenue on a 
matter,” or the Department of Commerce, or anybody else, of course 
I would, od I think every Congressman or Senator would. 

Chairman Kine. Senator, I would have diffic ulty, I think, allowing 
this meeting to adjourn without giving you the benefit of my thinking, 
at least in one aspect. 

Mr. Klein testified before the committee this week that when he 
learned of unauthorized persons meddling in this case he was so over- 
come with anger that he came into the presence of Mr. Levy, who was 
Mr. Maloney’s partner, and in a public place he whacked the table 
until the silverware bounced around. Frankly, Senator, I think that 
you should feel similarly with respect to your friends, Mr. Maloney 
and Mr. Grunewald. In my opinion they have just taken deliberate 
advantage of you. You are sitting as chairman of the Appropriations 
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Committee, and somehow or other—perhaps I am completely wrong, 
but we all have slants on testimony, particularly when you sit month 
in and month out and hear such varied stories, and just at this recent 
moment it struck me that you were probably selected to take advan- 
tage of because of your distinguished position as chairman of the 
Appropriations Committee in the Senate. I think that you have even 
mentioned that somewhere near this time the appropriations for the 
Department were under consideration. I think all of us have tricks 
played on us, and we have to be very alert as to the motives of friends 
or acquaintances coming to us. But the one thing which strikes me 
und makes me think of it, Senator Bridges, is Mr. Maloney’s own testi- 
mony. It struck me at the moment as being most unusual for a man 
of his background and abilities to presume on a Senator or lis friend- 
ship and to avoid giving, as he stated himself to you, the pertinent 
information that was certainly available to him in connection with 
this whole case. 

I am quite certain, Senator Bridges, that had you known the back- 
cround of this most involved and tricky case—we call it now the Klein 
case—it would have been one of the last cases, I believe, that you ever 
wanted to mention, let alone have been identified with. 

I was accused once by Mr. Maloney of sermonizing, and I certainly 
do not want to do that here. I do not want vou to construe what I 
have said as being sermonizing, and I am not struck that way, but 
Mr. Maloney and I do not get along at all well officially, and I have 
not had the opportunity to learn whether we could socially. As you 
probably know, I have ordered him out of this room, and I would 
have liked to have done it on several other occasions. But I must say 
what I have said and say it sincerely—and I do not require you to an- 
swer—but I think down deep inside you, you are going to welcome the 
first opportunity, or you should, to meet both of them and let them 
have the benefit of vour thinking, just as Klein did to his friend when 
he learned that he had been taken advantage of. 

Are there any further questions? 

You may be excused, Senator. Thank you very much, sir 

We will recess until 2 o’clock. 

(Thereupon, at 12:45 p. m., a recess was taken until 2 p. m. the 
same day.) , 
AFTER RECESS 
Mr. O’Brien (presiding). Come to order, please / 

Mr. Barnes, will you stand and be sworn ¢ 

Do you solemnly swear that the testimony vou are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God / 

Mr. Barnes. I do. 


TESTIMONY OF JAMES T. BARNES, REVENUE AGENT, UPPER NEW 
YORK DIVISION, BUREAU OF INTERNAL REVENUE 


Mr. DeWinpb. What is your full name, please ¢ 

Mr. Barnes. James Thurmond Barnes. 

Mr. DeWrnp. You are a revenue agent in the upper New York 
clivision ¢ 


Mr. Barnes. Yes. 
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Mr. DeWinp. Did you make an audit of the 1947 individual income 
tax return of Hyman Harvey Klein ¢ 

Mr. Barnes. Yes. 

Mr. DeWinv. When did you make that audit / 

Mr. Barnes. Between December 13 and 20, 1949. 

Mr. DeWinp. What did the audit consist off What did you do 
to audit that return ? 

Mr. Barnes. I examined all the bank records that I had in my 

yossession. ; 

Mr. DeWtinp. What bank reéords were there? The records of 
one account ¢ 

Mr. Barnes. I think about four accounts. 

Mr. De WInp. The records of four accounts / 

Mr. Kean. 19497 

Mr. DeWrnp. This is the 1947 return which he audited in De- 
cember of 1949. 

Mr. Kean. You did not audit the other: just the one year? 

Mr. Barnes. Yes. ; 

Mr. DeWInNp. Were you asked to audit especially In connection 
witha possible offer to settle the case for prior years ¢ 

Mr. Barnes. That is what I thought my report would be associated 
with, prior years. 

Mr. DeWrnpb. This was not an audit in the regular course. but 
one that was specifically directed because of negotiations on the other 
years, earlier years; is that right ? 

Mr. Barnes. I had the return as a regular examination. 

Mr. DeWInNp. You just came to this in the ordinary course ¢ You 
were not told to take it upatany particular time ¢ 

Mr. Barnes. I had no specific instructions until, I think, a memo 

ime to vo ahead and finish the examination. 

Mr. DeWrnp. You had the return assigned to you and then you 
received a memorandum to pick it up right a \ 

Mr. Barnes. To goto work on it, the examination. 

Mr. DeWinp. But you were not told why they wanted it at that 
particular time ¢ 

Mr. BARNES. No. I do not think 1 was told. The memo said if 
would be associated with 1944, 1945 and 1946 returns, 

Mr. DeWrnp. It said this was for the purposes of associating 1947 
with 1944, 1945 and 19467 

Mr. Barnes. That is right. 

Mr. Dy WINp. 1) | you eXamiine the books and records of the tax- 
payer as well as the bank accounts / 

Mr. Barnes. The available records, whatever they had, the individ- 
ual doesn’t have too ANN records. 

Mr. ey WIND. What cid those records consist of / 

Mr. Barnes. I suppose cash books and bank statements. 

Mr. Dy WIND. From whom cid vou cet the cash book to eXamine / 

Mr. Barnes. Maurice Haas preset nted it to me. the taxpayer's repre- 
sentative. 

Mr. DeWinp. He said he was the accountant for the taxpayer? 

Mr. Barnes. Yes. 

Mr. DeWinp. Did he say he prepared the return ¢ 

Mr. Barnes. I do not know whether he said he prepared it, but I 
assumed he did because his address, that tax return had in care of his 
office. 
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Mr. DeWinp. How long did this audit take you? 

Mr. Barnes. The actual examination was one day. 

Mr. DeWrnp. All in one day you went over and looked at the bank 
statements for the year 1947 on four accounts, you looked at the cash 
book, and that took only one day? 

Mr. Barnes. Yes. 

Mr. DeWrnpb. Did you make any adjustments in the return ? 

Mr. Barnes. I made some adjustments to dividends, capital gains, 
and I made one adjustment to contributions. 

Mr. DeWinp. Were these just minor adjustments ¢ 

Mr. Barnes. The capital gains was quite a substantial adjustment. 

Mr. DeWinpb. What was that adjustment? 

Mr. Barnes. I don’t understand what you mean. Dividend ad- 
justment was $2,301,577.91. 

Mr. DeWrnp. You increased dividends by this $2 million figure 
you just read ¢ 

Mr. Barnes. Yes. 

Mr. DeWinpv. Was that treated as amounts received on the sale of 
stock as the return was filed? Did you get that out of the capital- 
gain column and put it into dividends ¢ 

Mr. Barnes. No, I got this from a memorandum I received. That 
was not in these records at all, except he had a memorandum in the 
tax return that this corporation was liquidated, but since his account 
was blocked it was not receivable. 

Mr. DeWinp. What corporation are you referring to? 

Mr. Barnes. That Hannes. 

Mr. DeWinp. H-a-n-n-e-s? 

Mr. Barnes. Yes. That is a statement attached to the return. 

Mr. DeWinp. You had been informed by the technical staff in con- 
nection with that item you should include a figure for dividend income 
of $2,300,000 plus ¢ 

Mr. Barnes. It was a recommendation, yes. 

Mr. DeWinp. So you made that adjustment automatically without 
discussion with Mr. Haas? 

Mr. Barnes. Yes. 

Mr. DeWrnp. Then you say you adjusted the capital gains item, 
is that right? 

Mr. Barnes. A short-term gain of $476,426.79, a long-term gain 
of $997,121.97. 

Mr. DeWinp. Are those adjustments you made? You increased 
short-term capital gains by $476,000? 

Mr. Barnes. $476,000 short-term gains. 

Mr. DeWrnp. Then you increased long-term gains by $900,000 
some ¢ 

Mr. Barnes. $997,121.97. 

Mr. DeWinp. Were those adjustments that you had been directed to 
make by the technical staff? 

Mr. Barnes. They had. 

Mr. DeWinp. You made no other adjustments except a minor one 
to contributions, charitable contributions ¢ 

Mr. Barnes. That is all—$250. 

Mr. DeWrnp. A $250 decrease ? 

Mr. Barnes. Yes. 
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Mr. DeWinp. So in substance your audit was almost entirely to 
make these adjustments that had been brought to your attention by 
the technical staff ? 

Mr. Barnes. That is all I found to make. 

Mr. DeWtinp. The one adjustment, the dividends, related to the 
receipt of stock in the Hannes Co. by the taxpayer which he had not 
reported as taxable income, is that right? 

Mr. Barnes. I didn’t quite understand the question. 

Mr. DeWinp. The tax return showed receipt of stock in this 
Hannes Co. In the return there was a note that this was not taxable, 
is that right? 

Mr. Barnes. On the return it stated that it had been liquidated. 

Mr. DeW inp. But it was not taxable? 

Mr. Barnes. He claims it isn’t taxable income. 

Mr. DeWinp. Because it was blocked ? 

Mr. Barnes. The accounts were blocked. 

Mr. DeWtinpb. You took that amount received in liquidation and you 
treated that as taxable income, as dividends received of $2,300,000 
plus? 

Mr. Barnes. Those three items, yes. 

Mr. DeWrnp. Then the capital gains that you increased, what trans- 
action did they relate tof What stock was involved in the capital 
gain ¢ 

Mr. Barnes. Tivol Trading Co. 

Mr. DeWinp. Let me see if can help you on it. Did the short-term 
capital-gain item result from treating as income a bargain purchase 
of stock of United Distillers, Ltd., of Canada ‘ 

Mr. Barnes. The dividends ¢ 

Mr. DeWinp. No; the short-term capital-gain increase, 

Mr. Barnes. ‘The short-term gain seems to be an exchange of some- 
thing between Tivoli and Hannes. The long-term gain is 78,555 
shares of United Distillers stock. 

Mr. DeWinp. Long-term gain? 

Mr. Barnes. Yes. On the receipt “78,555” is typed. I guess that 
Is correct. 

Mr. DeWinp. Could you speak a little more distinctly ? 

Mr. Barnes. 78.555 shares. 

Mr. DeWinp. What vou did was to treat it as a long-term capital 
gain, the fair-market value of 78,555 shares of United Distillers stock ? 

Mr. Barnes. At $25 per share. 

Mr. Kean. Let us get that clear. What happened was that he had 
bought that stock considerably under the market, and then you fig- 
ured out that he should be charged with a capital gain on the dif- 
ference between the price, the bargain price that he got for that stock, 
and the price that really it was at market when he bought it; is 
that right ? 

Mr. Barnes. The difference in the fair-market value and the cost 
basis. 

Mr. Kean. He had not sold it? 

Mr. Barnes. No. 

Mr. Kean. But he got a bargain price on it for some reason and 
therefore you considered that as a capital gain difference, and you 
considered it a long-term capital gain because he held it over 6 
months? 


Mr. Barnes. Yes. 
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Mr. Kean. During that taxable year ‘ 

Mr. Barnes. Yes. 

Mr. DeWrnp. Mr. Klein testified here that he had purchased that 
stock at $ for approximately $740,000. The stock was quoted at 25, 
and so what you did was to tax as a gain in that year the differ- 
ence between $8 a share and $25 a share ¢ 

Mr. Barnes. The difference between $25 a share and—lIl have the 
cost basis as $729,440. It is probably $38 a share. 

Mr. DeWinp. Then there was a short-term capital-gain adjust- 
ment. What stock was involved in that‘ Do not try to deseribe the 
transaction, but what stock was it’ Is that the Tivoli and Hannes 
transaction ¢ 

Mr. Barnes. Tivoli Trading and Hannes Co. 

Mr. DeWinv. Were you taxing the value of that stock? Why do 
you not read the description of the adjustments! Read it out loud, 

Mr. Barnes. My adjustment here is very brief. 

Mr. DeWinv. Could you just read it ¢ 

Mr. Barnes. Short-term gain. Assets of Tivoli Trading 3$3,436,- 
$19.65 less deduction of dividend item (b), S2301,977.91. 

Mr. DeWinv. Mr. Barnes, would you pull one of those microphones 
closer to you?! 

Mr. Barnes. A balance of capital gains transferred to Hannes & 
Co. Larrived at a net capital gain of $467,426.78. 

Mr. Kran. I gather what was done is this, that Tivoli Co. was a 
company that had no market. ‘Therefore, he bought it considerably 
below the asset value, and that what you did was to consider as a 
capital gain the difference between price that he paid for it, and the 
asset or liquidating value of the corporation because otherwise, he 
would have gotten something for nothing, is that right / 

Mr. Barnes. That is right. 

Mr. DeWinp. When you finished this audit, did you discuss the 
time it would take you to prepare your report with Mr. Haas ‘ 

Mr. Barnes. No. 

Mr. DeWinv. Did Mr. Haas ask you when you would have you 
report ¢ 

Mr. Barnes. I don't think so. I don’t remember. 

Mr. DeWinv. Did you not tell Mr. Haas that you would write 
it up right after the first of the year? This is in December. Did you 
not tell him you would write it up the first of the year ¢ 

Mr. Barnes. No, I don’t think I did. 

Mr. DeWinp. When did you write up your report 

Mr. Barnes. My report is dated December 21, 1949. 

Mr. DeWinp. Did you receive any direction from your superiors 
to prepare that report on December 21 ¢ 

Mr. Barnes. I had a memorandum through the office to expedite 
my examination, which means start the examination and submit my 
report. 

Mr. DeWinp. You did have notice to expedite vour examination / 

Mr. Barnes. On the 13th of December. 

Mr. DeWinp. After that were you given any further instructions 
about getting the report in? 

Mr. Barnes. None whatever. 

Mr. DeWinp. Are you certain Mr. Haas did not inquire about when 
vou would get that report written / 
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Mr. Barnes. I feel very definite about that. 

Mr. DeWinp. When you got through going over the records with 
Mr. Haas and got ready to leave, did you have any conversation about 
when your report would be finished ¢ 

Mr. Barnes. I don’t think so. I don't think I indicated it because 
I never tell what I am going to do. 

Mr. DeWinp. Mr. Barnes, on December 20, of 1949, a man named 
Grunewald called Mr. Oliphant, the then chief counsel of the Bureau, 
and he said. “That fellow Burns”; apparently he meant “Barnes”, 
“has that all written up or all investigated. He told those fellows, 
said he could write it up in a matter of hours. He said, There is no 
hurry about it. I will write it up after the first of the year”, to which 
Mr. Oliphant said, “You are getting some double talk. I have got 
‘expedite’ on it.” 

Then Mr. Grunewald said, “He said there was an expedite on it, 
but he would do it after the first of the year.” 

“Ouinant. You are getting some double talk.” 

Did vou ever have any conversation with a man named Grunewaldé 

Mr. Barnes. No. 

Mr. DeWinp. The only person you discussed this with outside the 
Department was Mr. Haas? 

Mr. Barnes. Right. 

Mr. DeWinp. Did you tell Mr. Haas you had an expedite order 
on getting the report written up ¢ 

Mr. Barnes. | don’t think so. It wouldn’t be the normal thing to 
tell him about the examination. 

Mr. DeWrnp. Did you give Mr. Haas any idea about when your 
report would be in ¢ 

Mr. Barnes. I don’t think I gave him any idea. 

Mr. DeWrnp. I beg your pardon? 

Mr. Barnes. No: I don’t remember indicating how long it would 
take me to finish it. 

Mr. DeWiNp. Was not Mr. Haas very interested in how long it 
would take to get this report in? Did he not tell you he was anxious to 
have it in? 

Mr. Barnes. I don’t remember anything of that kind, anything 
about expediting. 

Mr. DeWrnp. Can you be certain that you did not have any con- 
versation with Haas about the timing of the report, how long it might 
take and when you thought you would get to it? 

Mr. Barnes. Reasonably certain. I don’t think I mentioned any- 
thing about my report at all. 

Mr. DeWrnp. After you finished the audit, did Mr. Haas call you 
at your office at any time and ask how the report was coming, and 
when vou would be done ? 

Mr. Barnes. No: not that I remember. 

Mr. DeWrnp. Did anybody call? 

Mr. Barnes. No; not that I know. 

Mr. DeWrnp. In any event, vou are clear that the only person you 
discussed this audit with was Mr. Haas outside the Department? 

Mr. Barnes. Right. 

Mr. DeWinp. The only time you discussed it with him is the day 
you went there, December 13? 
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Mr. Barnes. It was later than the 13th. The 13th was the date of 
the “expedite” letter. 

Mr. DeWrnp. I see. 

Mr. Barnes. I called him either-the 14th, or perhaps in the after- 
noon, called Mr. Haas on the phone. We made an appointment some 
time later. I don’t remember when, sometime before the 21ist. I might 
have been to his office on the 20th. 

Mr. Kean. Did you talk to anybody in the Department about it? 
Did you talk to Mr. Bolich, for instance, about it? Did he ask you 
anything about it? 

Mr. Barnes. No. 

Mr. Kean. Nobody in the Department? 

Mr. Barnes. Nobody. 

Mr. DeWrnp. Does your work sheet not show what day you went 
on that audit? 

Mr. Barnes. No, my diary probably would, but I don’t think I 
have a diary that far back. 

Mr. Byrnes. How do you account for this telephone conversation 
between Grunewald and Oliphant ? 

Mr. Barnes. I can’t account for it. If that is what happened, I 
don’t know anything about it. 

Mr. Byrnes. Nothing about it? 

Mr. Barnes. No. 

Mr. DeWrnpv. Wouldn’t you frequently discuss with the taxpayer's 
representative how long it would take to get your report in when 
you are finished with your audit? Is that not a question frequently ¢ 

Mr. Barnes. It might be. If it is a routine examination with a 
few adjustments, and he wants to know, that may be possible. 

Mr. DeWrxp. Was not this entirely routine in that you were all 
set to go, you had your instructions from the technical staff, and you 
only made this one other minor change 

Mr. Barnes. Yes. 

Mr. DeWinp. Would not it be entirely possible and natural that 
Mr. Haas would say, “How long is this going to take you ¢” 

Mr. Barnes. It is possible he did, but I don’t remember it. 

Mr. DeWinp. What you are saying, you have no recollection of it? 

Mr. Barnes. I don’t remember anything about the time it would 
take. I don’t think that was discussed. 

Mr. DeWrnp. Isn’t that a typical experience? Does not it happen 
every day in the year the taxpayer’s representative says, “How long 
will it take to write up your report ?” 

Mr. Barnes. No. 

Mr. DeWrnp. You have been asked that frequently. 

Mr. Barnes. Yes, probably. Iam sure I have been asked that. 

Mr. DeWrnp. Do you not try if you can to give some idea about 
how long it will take? 

Mr. Barnes. If they ask that, I might indicate in the next 30 days 
by the time he gets the report. 

Mr. DeWrnp. So you would tend to answer such a question by a 
taxpayer to the best of your ability / 

Mr. Barnes. I usually do to the best of my ability. I can’t give 
them any definite date. 

Mr. DeWrnp. If it was about December 20 and Mr. Haas said to 
you, “How long will it take to write this up”, it would certainly not be 
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an unusual answer to say, “Well, I will write it up after the first of the 
year” ¢ 

Mr. Barnes. Not necessarily. I don’t think I would even mention 
that. 

Mr. DeWrnp. Do you have any recollection of the conversation with 
Mr. Haas at all? 

Mr. Barnes. No, I really don’t have much of a recollection of any- 
thing, just the usual conversation. In fact, 1 didn’t talk to him too 
much because I was busy working on the examination. 

Mr. DeWinpb. Do you remember any conversations with Mr. Haas 
on that day? 

Mr. Barnes. Nothing specific. 

Mr. DeWinpb. You don’t remember anything that was said between 
you and Mr. Haas specifically ¢ 

Mr. Barnes. No, I don’t remember. 

Mr. DeWinp. You would not be paying any particular attention 
to a taxpayer, or an accountant, who said, “When will you have your 
report?” That would not be a matter that would stick in your mind 
particularly / 

Mr. Barnes. No, not necessarily. I would just use my own judg- 
ment about writing the report. 

Mr. DeWinv. Did you tell Mr. Haas you were going away on 
vacation ¢ 

Mr. Barnes. If I did, I don’t remember it. 

Mr. DeWinp. In fact, you were at that time ? 

Mr. Baryes. I guess I was, Christmas vacation. 

Mr. DeWrnp. You took some annual leave and went away for sev- 
eral days right after December 20. 

Mr. Barnes. I very often come to Washington for Christmas holi- 
days with my wife’s relatives. 

Mr. DeW rnp. So if this were about the 20th, you were getting ready 
to go away for Christmas ¢ 

Mr. Barnes. Could be. 

Mr. DeWinp. There could have been a discussion about that with 
Mr. Haas. Did you not tell Mr. Haas you were planning to take a 
vacation ¢ 

Mr. Barnes. I really don’t remember if I did. It is possible. 

Mr. DeWrnp. If you were just leaving to get away, it would be 
after the first of the year that you would write up your report, unless 
vou did it immediately? In fact, you wrote up your report on 
December 21, is that right ? 

Mr. Barnes. I would assume I did. That is, the diary indicated 
It. 

Mr. DeWrnp. The report is dated December 21. 

Mr. Barnes. Yes, December 21. 

Mr. DeWrnp. When you conducted the audit, can you recall 
whether you were through shortly after lunch ¢ 

Mr. Barnes. I would have no idea when I finished. 

Mr. DeWrnp. You do not have your work sheet for that day‘ 

Mr. Barnes. I didn’t make a note when that started or finished. 
I didn’t make a note of the time I started and finished. 

Mr. DeWrnp. In any event, you do not have those work sheets 
any longer, daily sheets, do you call them ¢ 
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Mr. Barnes. You mean my dailies? 1 

Mr. DeWrnp. Yes. 

Mr. Barnes. Where appointments are going to be that day? 

Mr. DeWinp. Yes. 

Mr. Barnes. They have been either stored or destroyed by the office 
of the agent in charge. 

Mr. DeWinp. I am coming back to one thing which is the really 
important thing about these questions. You did not talk to anybody 
except Mr. Haas? 

Mr. Barnes. I did not. 

Mr. DeW inp. Had you ever met Mr. Haas prior to this particular 
audit ? 

Mr. Barnes. I met him at one of his clients probably a year before, 
or 6 months before this examination. 

Mr. DeWinpv. What client was that ¢ 

Mr. Barnes. Morris Alprin. 

Mr. DeWrnv. Were you auditing Mr. Morris Alprin’s tax returns? 

Mr. Barnes. Yes. 

Mr. DeW inp. Do you remember for what year? 

Mr. Barnes. 1944, 1945, and 1946. 

Mr. DeWinpv. Mr. Haas conducted that audit on behalf of Mr. 
— with you ¢ 

Mr. Barnes. Yes. 

Mr. DeWrnp. Was that also done in Mr. Haas’ office ? 

Mr. Barnes. Not all of it. I know the first day I was in Mr. Al- 
prin’s office. 

Mr. DeWinp. Did you get to know Mr. Haas in connection with his 
audit? Did you spend any time with him socially or in conversation, 
apart from working in his office ? 

Mr. Barnes. No. 

Mr. DeWrnp. You did not go to lunch with him or anything like 
that ? 

Mr. Barnes. Probably went to lunch with him. 

Mr. DeWrnp. With Mr. Haas? 

Mr. Barnes. Yes. It would be a normal thing. 

Mr. DeWrnp. Ordinarily on audit you would go out to lunch with 
the accountant or representative of the taxpayer ¢ 

Mr. Barnes. If he invites me. 

Mr. DeWinp. You think you did go out with Mr. Haas on both the 
occasion of the Morris Alprin audit and the Klein audit ? 

Mr. Barnes. I would say I did, yes. 

Mr. DeWrnp. Did you meet Mr. Klein at that time? 

Mr. Barnes. No, I have never met Klein at all. 

Mr. DeWrnp. Did you meet Morris Alprin when you audited his 
return? 

Mr. Barnes. No, he was out of his office. 

Mr. DeWrnp. The only person you saw was Haas? 

Mr. Barnes. Yes. 

Mr. DeWinp. The only conversation you had with him except the 
conversation concerning the work you were doing with him was when 
you went to lunch? 

Mr. Barnes. I don’t remember whether we discussed it during lunch. 
It might have been a casual incident. I am not sure about that. 
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Mr. DeWinp. When you went to lunch with Mr. Haas, at the time 
you were doing the Klein audit, do you remember talking about how 
long it would take you? 

Mr. Barnes. I don’t remember that subject ever coming up, how 
long it would be. It is possible we mentioned it, but I don’t remember. 

Mr. DeWinp. Do you remember talking to Mr. Haas about your 
planned Christmas vacataion in Washington ¢ 

Mr. Barnes. I don’t remember speaking to him about it. I might 
have. You usually have a Christmas vacation so it is possible I did 
mention it. 

Mr. DeWinpv. That would be a possibility ¢ 

Mr. Barnes. Possible. 

Mr. DeWinpv. You were getting away right away. 

Mr. Barnes. I don’t remember telling him about it. It didn't 
mean anything to him about my vacation. 

Mr. DeWinp. That conceivably could explain the impression he 
got that it would be the first of the year before you wrote the case up, 
if he thought you were going right away on a vacation. 

Mr. Barnes. It might have been his impression. I don’t know. 

Mr. DeWinp. That is all, Mr. Chairman. 

Mr. Byrnes. You are sure you cannot remember ever discussing 
with anybody, either in the Bureau or outside the Bureau, the time 
when you would write up your report / 

Mr. Barnes. No, I am sure I never discussed it with anybody, either 
in or out of the Bureau. 

Mr. DeWinp. Was anybody in the Bureau outside of Mr. Oliphant 
acquainted with the fact that an “expedite” letter had been written 
on this? 

Mr. Barnes. Anybody outside the Bureau ? 

Mr. DeWinpv. No, in the Bureau. 

Mr. Barnes. In’ 

Mr. DeWinp. Yes. Who besides yourself knew about it? 

Mr. Barnes. This memo came down 

Mr. DeWinp. Through channels? 

Mr. Barnes. Regular channels. 

Mr. DeWrxp. Who was your boss? 

Mr. Barnes. At that time, let’s see. Mr. William P. Pritzker was 
officially route chief, but he was on the 722 committee, and he had not 
been released. Mr. Leo Landau was acting route chief. 

Mr. DeWrnp. He was the acting chief, but he was the fellow really 
directing your activities? 

Mr. Barnes. No; he wouldn’t even remember this if you asked him. 

Mr. DeWinp. He paid no attention to whether or not you were 
carrying out orders in expeditiously making an audit of some case 
that the Bureau here in Washington expressed an interest in? 

Mr. Barnes. He probably didn’t even think about it. He would 
notice it was expedite, and when I turned my report in probably 
noticed it was expedite. 

Mr. DeWinp. Would your report be filed with him ? 

Mr. Barnes. Yes. 

Mr. DeWinp. Landau? 

Mr. Barnes. With the group chief; yes. 

Mr. DeWrinp. With Landau? 

Mr. Barnes. That is right. 
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Mr. DeWtnp. You do not ever remember discussing with him the 
question of how soon you would write your report on this case! 

Mr. Barnes. No, I am sure. 

Mr. DeWinp. You did not discuss with him the question that 
you were taking a vacation or taking some part of your annual leave 
and what effect that would have upon writing up your report / 

Mr. Barnes. No; I am sure I didn’t ask him anything about ti aking 
my annual leave in connection with writing the report. I turned 
my report in and left. 

‘Mr. DeWinp. You had no discussions with him? 

Mr. Barnes. None whatever, that I remember. 

Mr. DeW inp. No discussions withanybody that you remember ? 

Mr. Barnes. After I turned my report—the last time | remember 
anything about this case was- 

Mr. DeW rnp. I am not talking about after you wrote your report. 
I am talking just prior to that after you made your audit but your 
report had not been written up yet. 

Mr. Barnes. I did not discuss the report with anybody. 

Mr. DeWinp. Is this some more mental telepathy, that Mr. Grune- 
wald has some idea as to when you are going to write your report; 
there was some possibility you might not write it until after the first 
of the year, and you were taking a vacation ¢ 

Mr. Barnes. Gentlemen, I don’t know how he knew about it. 

Mr. DeW inp. You can see where it bothers the committee, can't 
you! 

Mr. Barnes. Yes; I guess so. 

Mr. DeWrnp. You cannot give us any lead as to how that informa- 
tion possibly got into Mr. Grunewald’s hands? 

Mr. Barnes. If I mentioned I was going on vacation I don’t know 
how he would know about it. 

Mr. DeWinp. You do not know how anybody would know about 
it because you never talked it over with anyone / 

Mr. Barnes. No; I never discussed it with anybody. 

Mr. DeWinp. Is that the possibility that you might have slipped 
it to Mr. Haas, the accountant, while you were having lunch or some- 
time around the office ? 

Mr. Barnes. That I was going on vacation; taking Yule leave, you 
mean ¢ 

Mr. DeWinp. Yes. 

Mr. Barnes. It is possible I mentioned it. I don’t recall mention- 
ing it. It is possible that I did. 

Mr. DeWinp. Did Mr. Landau know when you were taking a vaca- 
tion or when you were contemplating taking one? 

Mr. Barnes. No; the group doesn’t ask. you when you are going. 

Mr. DeWinp. Who does? 

Mr. Barnes. You sign up for your annual leave. He doesn’t know. 

Mr. DeWrnp. He is responsible for the operations of his office, the 
work that has been assigned to that group? 

Mr. Barnes. Yes. 

Mr. DeWinp. You mean he pays no attention to when the agents 
working under him are taking their annual leave or going on a 
vacation ? 

Mr. Barnes. No; it doesn’t make too much difference to him. If 
they have annual leave coming—— 
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Mr. DeWrnp. It is not a question of whether it makes too much 
difference to him. It is a question of whether he makes any inquiry 
about it. 

Mr. Barnes. Not that I know of. He might have to see if I had 
annual leave accumulated. 

Mr. DeWrnp. You say you sign up. Whom did you sign up with? 
To whom did you give notice? 

Mr. Barnes. The secretary of each group has a card with a list of 
annual leave, sick leave. You tell her the days you are going to be 
away. She writes 8 hours and you initial it. It goes up to the office 
where they keep records of all your annual and sick leave. 

Mr. DeWinp. But your group chief doesn't necessarily get that 
information ? 

Mr. Barnes. Not necessarily. If you are taking a week, if you 
wanted a month or 2 months’ annual leave, you might discuss it with 
him. 

Mr. DeWrnp. You might then? 

Mr. Barnes. Yes. Ordinarily he wouldn’t be concerned. 

Mr. DeWinp. If he just comes down and some of his agents are 
vone—— 

Mr. Barnes. Don’t get that impression. It isn’t that bad. Each 
agent more or less is on his own time. 

Mr. DeWrnp. I just want to find out how it works. IT have been 
under the impression that possibly the group chief would keep track 
of the agents who were under him and know where they were if they 
were not working, and know how to assign work on the basis of what 
leave was coming up or what vacations were planned by hismen. But 
in your particular group nobody did pay any attention to that. 

Mr. Barnes. No. 

Mr. DeWrnp. It was perfectly possible for you to take a couple of 
weeks’ vacation without the group chief having any advance notice 
that you were contemplating that ? 

Mr. Barnes. He would know about it. 

Mr. DeWrnp. How would he know ? 

Mr. Barnes. I might mention I was going on vacation. 

Mr. DeWinp. Yes: if you mentioned it to him, he would know, but 
vou might not mention it to him too, as I understand it. 

Mr. Barnes. In our particular group, he has a daily sheet that you 
sign in every morning. Then when you are going on vacation, he 
puts “A” for annual leave. 

Mr. DeW inp. How would he know you were on vacation? Does he 
go to the secretary and check and find out if that is why you were 
absent ? 

Mr. Barnes. I suppose he would. 

Mr. DeWrnpv. What about having any advance notice as far as your 
going on vacation ? 

Mr. Barnes. I might have mentioned it a few days before. 

Mr. DeWrnp. You might mention it, but you might not mention it, 
too: is that right? 

Mr. Barnes. If I wanted to take 1 day or 2 days. 

Mr. DeWrnp. I am talking about a week. 

Mr. Barnes. Very likely I told him I was going to take a week or 
two vacation. 
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Mr. DeWrinp. There was nothing that required that you mention 
it to him? 

Mr. Barnes. I guess you are supposed to; not necessarily, though, 
because you have annual leave coming to you, and you have your 
work to do, so unless there is something special, you can take your 
annual leave. 

Mr. DeWinp. All I am trying to get at is what system is used. 1 
am not saying one thing or another as to whether the system used is 
yroper or improper. I am wondering whether the group chief was 
*~ advised as to the contemplated vacation. Do I understand it is 
your testimony he might not know about your vacation ¢ 

Mr. Barnes. That I was going. He might not know anything 
about that. A week in advance he might know it. 

Mr. DeWinp. There would be nothing in the routine of the office 
that would make you certain you had gone to him in advance and 
told him, “Leo, I am taking a vacation. I am planning on leaving the 
twentieth of December for a couple of weeks” / 

Mr. Barnes. Not necessarily. 

Mr. Kean. The first time that anybody in the office has to know 
that you are leaving is the night before you leave when you go in and 
let the people know. They look up your card, and you say, “I am 
going away and will be back such and such a date,” and the secretary 
makes a note of that? 

Mr. Barnes. Yes. 

Mr. Byrnes. You have been working in the New York office? 

Mr. Barnes. Yes. 

Mr. Byrnes. Have you always worked there? 

Mr. Barnes. I have; yes. 

Mr. Byrnes. That is the system that is used in the New York 
office ? 

Mr. Barnes. That is right. 

Mr. Byrnes. You are not sure that is the general routine that is 
followed in the rest of the offices ¢ 

Mr. Barnes. d have never worked in the other offices. I don’t 
know how they work. 

Mr. Byrnes. How did you get this case in the first instance? Who 
assigned you to it? 

Mr. Barnes. That was assigned by the special agent's office. 

Mr. Byrnes. Specifically to you or was it sent to your group chief, 
and assigned to you by the group chief ? 

Mr. Barnes. It probably came up from the special agent’s office 
with a letter stating that I had examined a lot of related cases, and 
I was familiar with the return, and I should be assigned to the exami- 
nation. 

Mr. Byrnes. You had had it for some little time before you got 
this “expedite” letter ? 

Mr. Barnes. A few months. I don’t know how long. 

Mr. Byrnes. Would the records show, your files show how it came 
to you ¢ 

Mr. Barnes. This is just my report with a few working papers and 
some correspondence. It wouldn't show the date I received it, it had 
been assigned to me, or the reasons. 

Mr. Byrnes. You have no information or memory as to exactly how 
it was assigned to you, whether it came directly to you through the 
special agent or from the group chief? 
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Mr. Barnes. It came from the special agent or the agent in charge. 
They go through the procedure there and send it down to the group 
chief. The group chief gives it to the agent and he signs a card for 
it, a receipt for the return. 

Mr. Byrnes. I thought you said it might have been specially re- 
quested that you handle the audit? 

Mr. Barnes. The special agent might have. 

Mr. Byrnes. But you do not know? 

Mr. Barnes. I am not sure about that one. 

Mr. Byrnes. What were the related cases other than the Alprin 
case? Was the Alprin case a related case? 

Mr. Barnes. They related by reason that he had received com- 
missions, Alprin had attorney fees on that Harwood liquor. 

Mr. Byrnes. So that you would consider one of the related cases; 
what other case did you have that was a related case ? 

Mr. Barnes. Samuel Lentz I remember was the man that received 
commissions. 

Mr. Byrnes. How do you spell that? 

Mr. Barnes. L-e-n-t-z, I think. 

Mr. Byrnes. When did you audit that? 

Mr. Barnes. Probably in 1948, 

Mr. Byrnes. What? 

Mr. Barnes. About 1948, still in that year. 

Mr. Byrnes. What vear, 1944, 1945, and 1946? 

Mr. Barnes. I would think so, 1944, 1945, and 1946. 

Mr. Byrxers. How was that related, did you say? He received 
commissions ¢ 

Mr. Barnes. He received commissions. 

Mr. Byrnes. From Harvey Co.? 

Mr. Barnes. Not from Harvey Co., from one of the distributors of 
Harwood liquor. He was a liquor salesman. 

Mr. Byrnes. Was there any other related cases you handled ? 

Mr. Barnes. Irving Koerner. 

Mr. Byrnes. Spell that, please. 

Mr. Barnes. I-r-v-i-n-g K-o-e-r-n-e-r. 

Mr. Byrnes. Was that the same period of time, the same years? 

Mr. Barnes. 1944, 1945, and 1946. 

Mr. Byrnes. What made that a related case ? 

Mr. Barnes. Irving Koerner was sales manager of R. C. Williams 
& Co., the wholesale liquor department of R. C. Williams & Co. 
which distributed Harwood liquor. 

Mr. Byrnes. Is there any other related case ? 

Mr. Barnes. Cambridge Distributing Co. 

Mr. Byrnes. What made that a related case? 

Mr. Barnes. Mr. Klein owned a part interest in it, Hyman Klein 
and Al Roer. 

Mr. Byrnes. Did vou also audit the 1944, 1945, and 1946 returns 
of Mr. Klein? 

Mr. Barnes. No. 

Mr. Kean. Do you know who did? 

Mr. Barnes. An agent in Baltimore, I understood. 

Mr. Kean. You do not know his name ¢ 

Mr. Barnes. I never met him. 

Mr. Kran. Would his name have been Noland / 
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Mr. Barnes. That sounds familiar. 

Mr. Kean. Norman Noland? 

Mr. Barnes. That sounds correct. 

Mr. Kean. What happened to him, do you know? 

Mr. Barnes. I heard he was later transferred to the Oklahoma 
division. 

Mr. Kean. He was sent out to Oklahoma? 

Mr. Barnes. I don’t think he was sent out. I suppose he asked for 
tranfer. 

Mr. Kean. He asked for transfer? 

Mr. Barnes. I don’t know. 

Mr. Kean. He was transferred to Oklahoma? 

Mr. Barnes. Yes; he is in the Oklahoma division. 

Mr. Kean. Rusticating, some people call it. 

Mr. Barnes. I really don’t know. In fact, I was in Oklahoma City 
later and called the agent’s office to meet him. I think that was after 
this. He was out some place so I didn’t get to see him. 

Mr. Byrnes. What other related cases do you remember ? 

Mr. Barnes. At the present time I have a Clarence Greer. 

Mr. Byrnes. I am talking about the cases you had audited prior 
to having had the Klein case assigned to you. 

Mr. Barnes. R. C. Williams, Irving Koerner, the sales manager— 
this may not be the order—Hugo Jaburg 

Mr. Byrnes. Who is he! 

Mr. Barnes. He is president of R. R. Williams Co. He was at 
that time. Morris Alprin, Samuel Lentz. That is all. That fin- 
ished it. 

Mr. DeWinp Have you ever seen Mr. Haas again after December 
1949 ¢ 

Mr. Barnes. I probably did in the building and spoke to him. I 
had a subsidiary of Diamond Match Co. That is in the same building 
with him. 

Mr. DeW1np. Have you ever been in his office again ? 

Mr. Barnes. I might have. I guess I have been in his office. 

Mr. DeWrnp. In what connection ? 

Mr. Barnes. I don’t remember the connection; just probably 
dropped in to speak to him, but not in connection with this. I am sure 
of that. 

Mr. DeWinpb. Not in connection with any case? 

Mr. Barnes. No. 

Mr. DeWinp. Just dropped in to see him. What did you drop in 
to talk to him about ? 

Mr. Barnes. Nothing unusual. 

Mr. DeWinpb. What was it you dropped in to talk to him about ? 

Mr. Barnes. I know I didn’t stay very long, so there wouldn't be 
anything particular to talk about. 

Mr. DeWinp. You did not drop in for no reason. 

Mr. Barnes. He was in the building. 

Mr. DeWinp. You have seen Mr. Haas on these two occasions and 
had lunch with him, two prior occasions. Then you were in the build- 
ing one day and just dropped in? 

Mr. Barnes. I think I did. I don’t remember the date or why I 
dropped in to see him. 
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Mr. DeWrnp. Did Mr. Haas see you when you went in ? 

Mr. Barnes. Yes. 

Mr. DeWinpv. You went into his office and sat around ? 

Mr. Barnes. No. 

Mr. DeWrnv. What did you talk to him about ? 

Mr. Barnes. I don’t remember talking about anything, just a 
friendly greeting, or something like that. 

Mr. DeWrnp. Was that a normal practice of yours when you have 
met accountants on cases to go by their offices and talk ¢ , 

Mr. Barnes. Occasionally I do. 

Mr. DeWinpv. How many times have you dropped in to see Mr. 
Haas since this audit ? 

Mr. Barnes. Maybe once or twice. I don’t know. 

Mr. DeWinp. You have never had another case that you worked 
on with him ?¢ 

Mr. Barnes. No, this one and Morris Alprin. 

Mr. DeWinpv. When was the last time you saw Mr. Haas? 

Mr. Barnes. I don’t think I have seen him for about a year. 

Mr. DeWinp. You have not seen him recently ¢ 

Mr. Barnes. Not recently. 

Mr DeWinp. You think it is a year ago? 

Mr. Barnes. It is possibly sometime in 1951. 

Mr. DeWinpv. Do you remember what you talked about then ? 

Mr. Barnes. No; I don’t. 

Mr. DeW inp. Where did you see him / 

Mr. Barnes. I think I probably met him in the hall, in the lobby of 
his building, 122 East Forty-second Street. 

Mr. DeWtnpv. Did you go into his office with him ? 

Mr. Barnes. No; I don’t think so. I don’t remember going into his 
office. 

Mr. DeWtrnp. This last occasion you saw him, you just talked in 
the hall? 

Mr. Barnes. I think the last time I saw him was on the elevator. I 
was going up on the elevator to probably the Pan American Petroleum 
Co. on the twenty-second floor. 

Mr. DeWinp. Where is his office ? 

Mr. Barnes. He is on the thirty-fifth floor of 122 East Forty-second 
Street. I think 35 is correct. 

Mr. DeWrnv. The last time you were in that office was over a year 
ago ¢ 

Mr. Barnes. I think so. 

Mr. DeWrnpv. When is the last time you spoke to Mr. Haas at all, 
by telephone or any way ? 

Mr. Barnes. Here is the telephone conversation (indicating). I 
sent him a Form 872 extending the statute of limitations and wrote a 
note, a small note, asking him to have the taxpayer sign extension. 

Mr. DeWrnp. Which taxpayer? 

Mr. Barnes. Hyman Klein. 

Mr. DeWrnp. When did you write that ? 

Mr. Barnes. That would probably be in February 1951, because we 
have a letter from the technical staff dated December 29 asking to get 
a Waiver extending the 1947 return. 

Mr. DeWrnp. Did you speak to him on the telephone at that time in 
connection with getting that waiver / 
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Mr. Barnes. I sent him a waiver in the mail and I made this note. 
Evidently I was wondering why I didn’t receive it back. 1 wondered 
why he hadn’t returned it. So I did call him on the telephone asking 
him. He said on February 27 that he did not consider Form 872 
necessary, since a jeopardy assessment had been made, and he would 
not recommend the taxpayer sign the Form 872. However, sometime 
later I had a call and he said he was mailing the Form 872. If I re- 
member correctly, it probably came by messenger, but I wasn’t in the 
office at that time. 

Mr. DeWinp. That is the only conversation you have had with him 
by telephone ? 

“Mr. Barnes. That is the last conversation I remember having with 
him. I don’t think I have seen him since. 

Mr. Kean. You say it was the only one or the last one? 

Mr. Barnes. This is the last one. 

Mr. Kean. Counsel asked whether that was the only conversation 
you had with him by telephone. 

Mr. Barnes. This is the only conversation I remember having when 
I made the appointment. 

Mr. Kean. I didn’t get that. 

Mr. Barnes. When I made the appointment to go to his office for 
the examination, I did it by telephone. 

Mr. Kean. You did not have any telephone conversations with him 
in-between / 

Mr. Barnes. No. 

Mr. Kean. The time you made the order until the time you called 
him this year ? 

Mr. Barnes. That is right. I don’t remember any conversation I 
had with him. 

Mr. Kean. You did stop in-between at his office just to pass the time 
of day? 

Mr. Barnes. It is possible. 

Mr. Kean. Once or twice. 

Mr. Barnes. I would say not more than once. I did see him on the 
elevator. 

Mr. Kean. That is a complete accident, the fact -you met him in 
the elevator. You did stop in once when you happened to be in the 
building; is that right? 

Mr. Barnes. I suppose. I probably was working in that building. 
I wouldn’t wait just to see him. 

Mr. Kean. You were working on another case? 

Mr. Barnes. I had two or three other cases in that building, large 
corporations. One was a subsidiary of the Diamond Match Co. 
and Pan American Petroleum. 

Mr. Kean. So you just stopped in to see Mr. Haas because you 
had friendly remembrances of the pleasant time you had with him 
before at the luncheon; no other reason ? 

Mr. Barnes. No. I know this was never discussed, as far as I 
remember. 

Mr. DeWinv. How long have you been with the Bureau of Internal 
Revenue / 

Mr. Barnes. Since May 1, 1935. 

Mr. DeWinp. 1935? 

Mr. Barnes. Yes. 
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Mr. DeW inp. So you have been there 17 years. 

Mr. Barnes. Yes. 

Mr. DeWinp. Were you a revenue agent all this time? 

Mr. Barnes. Yes. 

Mr. DeWinp. You were appointed originally as a revenue agent in 
the Upper New York District? 

Mr. Barnes. I was sent to New York. I lived in Washington at 
that time when I got my appointment. I was sent to the New York 
Division for 2 months’ training school. Then I was sent to the field 
the Ist of July 1935, and have been there ever since. 

Mr. DeWtnp. You have never met Mr. Klein? 

Mr. Barnes. Never. 

Mr. DeWrnp. You have never met Mr. Maloney ? 

Mr. Barnes. Maloney? No. 

Mr. DeWrnpv. William P. Maloney? 

Mr. Barnes. No. 

Mr. DeWinp. Have you ever met Mr. 1. Alfred Levy ? 

Mr. Barnes. No. 

Mr. DeWinp. Do you know anybody in the firm of Dorff & Levy? 

Mr. Barnes. No. 

Mr. DeEWrnp. Let me ask you one more thing. In fact, when did 
vou write your report in this case, on what day, December 21? 

Mr. Barnes. That is the date of my report. I probably spent the 
full day writing it and probably the day before. I don’t know. 

Mr. DeWinp. So when Mr. Grunewald reported to Oliphant on 
December 20, “That fellow Burns,” apparently meaning Barnes, “in 
New York has that all written up or all investigated,” that was an 
accurate statement at that time? 

Mr. Barnes. I don’t know anything about that. 

Mr. DeWinp. It was accurate? That was an accurate statement of 
fact? 

Mr. Barnes. I had my 

Mr. DeWrnp. At 2:40 in the afternoon on December 20 you 
either had it all written or all summarized. 

Mr. Barnes. I had practically finished, I guess. 

Mr. DeWinp. So it is a very accurate statement ? 

Mr. Barnes. It could be. 

Mr. DeW inp. He says, “He told us”—that is you—“said he could 
write it up in a matter of hours.” That was an accurate statement, 
too? You could write it up in a matter of hours? 

Mr. Barnes. I could. 

Mr. DeWrnp. As a matter of fact; you did. 

Mr. Barnes. I did. 

Mr. DeWinv. When Oliphant said, “I have got an expedite on 
it,” that was true? 

Mr. Barnes. I had an expedite. 

Mr. DeWinp. Then the portion about “He said ‘There is no hurry 
about it; I will write it up after the first of the year, ” what about 
that? 

Mr. Barnes. I don’t remember saying that. I don’t think I did. 

Mr. DeWrinxp. Would you please get out your diary and daily sheets, 
any record of what took place at that time, and make them available 
to the subcommittee ? 

Mr. Barnes. Yes. 
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Mr. DeWrnp. Any records of any kind that you have or the Bu- 
reau of Internal Revenue has that will establish when you went on 
that audit, the time when you wrote your report, any communications 
you had with anybody inside the department or outside, concerning 
the preparation of this report, would you transmit that material to the 
committee just as rapidly as possible? 

Mr. Kran. The statement you had told “those fellows” is not cor- 
rect because you testified that the only person that you had spoken 
about it to was Mr. Haas. 

Mr. Barnes. That is correct. 

Mr. Kean. He could not be described as “those fellows.” Did 
you talk to anybody else in Haas’ office about it? 

Mr. Barnes. None. 

Mr. Kean. Mr. Haas always dealt with you personally ? 

Mr. Barnes. Yes. 

Mr. Byrnes. Is there anybody in your office that evidenced an 
interest in what you had found in this case ? 

Mr. Barnes. No. 

Mr. Byrnes. Did any of the other fellows ask you how you had 
made out in the audit? 

Mr. Barnes. Nobody ever discussed it in the office. 

Mr. Byrnes. Nobody evidenced an interest in it of any kind? 

Mr. Barnes. An agent the following year, 1948, I remember he men- 
tioned it one time that he was examining this year, and he had my 
report. That is a normal thing. 

Mr. Byrnes. I mean at this time that you were making the exam- 
ination ¢ 

Mr. Barnes. No, nobody. 

Mr. Byrnes. Writing up your report? 

Mr. Barnes. Nobody in the office discussed it. 

Mr. Byrnes. Nobody made any inquiry about how you were mak- 
ing out on that or anything else. 

Mr. Barnes. No. 

Mr. Byrnes. So there would be nobody in the Bureau that might 
have known what you found in your audit and what the status of it 
was at any particular time? 

Mr. Barnes. No, not that I know of. I don’t think so. 

Mr. Byrnes. You were never contacted by the attorneys for the 
taxpayer ? 

Mr. Barnes. No. 

Chairman Kine. You may be excused, Mr. Barnes. 

The committee is about to adjourn until the hour of 10:30 to- 
morrow morning. ‘Tomorrow morning's session will be made up of 
agents who will assist the committee in the methods in which the Klein 
case was handled. In the afternoon we will have Mr. Haas. 

(Thereupon at 4:20 p. m. a recess was taken until Friday, March 
¥8, 1952, at 10:30 a. m.) 
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FRIDAY, MARCH 28, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Laws OF THE COMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The subcommittee met at 10: 30 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present: Representatives King, O’Brien, Keogh, Kean, Curtis, and 
Byrnes. 

Also present: Adrian W. DeWind, chief counsel to the subecommit- 
tee, and James Q. Riordan. 

Chairman Kine. Come to order, please. 

Mr. Victory, please. Will you be sworn? 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Vicrory. I do. 


TSTIMONY OF THOMAS J. VICTORY, SPECIAL AGENT, INTELLIGENCE 
DIVISION, BUREAU OF INTERNAL REVENUE 


Mr. DeWinp. What is your full name, please ? 

Mr. Vicrory. Thomas J. Victory. 

Mr. DeWinp. You area special agent of the Intelligence Division of 
the Bureau of Internal Revenue? 

Mr. Vicrory. Yes, sir; New York Division. 

Mr. DeWrnv. How long have you been a special agent, Mr. Victory ? 

Mr. Victory. Since September 1, 1943. 

Mr. DeWinp. Has your post of duty always been the New York 
office of the Intelligence Division, formerly known as the Intelligence 
Unit? 

Mr. Victory. Yes, sir. 

Mr. DeWrnp. Prior to 1943, what was your position in the In- 
ternal Revenue Bureau ? 

Mr. Vicrory. I wasn’t connected with the Internal Revenue Bureau 
prior to September 1943. 

Mr. DeWinp. You came into the service in the first instance as a 
special agent ? 

Mr. Vicrory. Well, in Government service, I first started with 
Government service in February 1931, with the Office of the Comptrol- 
ler of the Currency, as an assistant bank examiner. I stayed there 
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until September 1938, and then went into private banking. In Jan- 
uary of 1942 I returned to Government service as an examiner with 
the Foreign Funds Control Board, and stayed with them until I 
transferred into the Intelligence Unit. 

Mr. DeWinpv. Then you were a war-service appointee to the In- 
telligence Unit? 

Mr. Vicrory. Yes, sir. 

Mr. DeWrnv. When did you acquire your permanent civil-service 
status ? 

Mr. Vicrory. I am not definitely sure. It may have been in the lat- 
ter . of 1947 or sometime during 1948. 

Mr. DeWinp. When were you first assigned to work on the in- 
vestigation of the Klein case? 

Mr. Vicrory. May I give you the full details on how it originated ? 

Mr. DeW np. Suppose you tell me when you were assigned to the 
matter, just approximately when you began to work on the case. 

Mr. Vicrory. Approximately November 15, 1946. 

Mr. DeWinp. By whom were you assigned to work on the Klein 
case ¢ 

Mr. Vicrory. By Mr. Charles Doberman. He was group leader 
of our squad. 

Mr. DeWinp. You were selected for the job entirely by Mr. 
Doberman ? 

Mr. Vicrory. Yes, sir. 

Mr. DeWinv. Was Mr. Baradel then in the special agent’s office 
in New York? 

Mr. Vicrory. Yes, sir. 

Mr. DeWrnp. Who was the special agent in charge at the time? 

Mr. Vicrory. Mr. Bolich. 

Mr. DeWinv. When was Mr. Bolich appointed special agent in 
charge? Do you recall, approximately ? 

Mr. Vicrory. I think—I am not positive—it may have been some 
time in 1945. 

Mr. DeWinp. How did the Intelligence Unit get into the investi- 
gation of the Klein case? Was it an outgrowth of the Alcohol Tax 
Unit investigation ? 

Mr. Vicrory. No, sir. As to the origination and assignment of the 
case, it originated on or about September 16, 1946, by a telephone call 
to the special agent, Conrad Wedel, of the New York Intelligence 
Unit, from a Mr. Louis Redding, of the New York regional office 
of the Office of Price Administration, pertaining to information which 
might be of interest to the Bureau in connection with their investi- 
gation relating to the application of R. C. Williams & Co., Inc. as 
an importer for a price on Harwood whisky. Wedel visited Mr. 
Redding on September 18, 1946, and discussed the case. Wedel re- 
quested that Redding forward a letter to him outlining the essential 
facts of their investigation. 

The OPA, under date of October 16, 1946, forwarded a letter. The 
letter was addressed to United States Treasury Department, Bureau 
of Internal Revenue, Intelligence Unit, 253 Broadway, room 801, 
New York, attention Mr. C. L. Wedel, special agent. 

As the letter itself does not bear any rubber stamp of the office, it is 
apparent that it was received by Wedel in the envelope and opened 
by him. 
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I believe that in addition to the original letter, which has various 
figures on the reverse side made by Wedel, both the letter and the 
envelope themselves are in my work files in the New York office. 

On November 14, 1946, five representatives of the Office of Price 
Administration visited the office of the Chief of the Intelligence Unit 
in Washington and discussed the case. I think at that time Mr. C. 
B. Eaton of the Chief’s office phoned Mr. Wedel asking what action 
had been taken and stating that the action was imperative. As a re- 
sult of this phone call, and due to Wedel’s workload of cases, he 
discussed the matter with our group leader, Mr. Doberman, at that 
time. Doberman assigned the case to me on November 15, 1946. 

The first letter that was received through the regular office pro- 
cedure was a letter dated November 21, 1946, from the office of the 
Chief of the Intelligence Unit, referring to the OPA representatives’ 
visit to the Chief’s oflice on November 14, 1946. This letter bears the 
office receipt stamp which is dated November 25, 1946. 

On November 27. 1946, I requested that Mr. Redding obtain for use 
of the investigation copies of the R. C. Williams & Co. application for 
a price grant and copies of the contract by and between R. C. Williams 
& Co., Inc., and Agencias Distilladoras. The documents were received 
on December 12, 1946, for study. 

Mr. DeWinp. That is how the case got started. At that time [ 
assume that the communications from Washington came through Mr. 
Bolich, did they not? The communications passed across his desk? 

Mr. Vicrory. That I don’t know. They are just addressed to the 
special agent in charge, New York unit. 

Mr. DeWinv. It would be customary in the beginning of an investi- 
gation in a large case that Mr. Bolich would personally know of it, 
would it not ¢ 

Mr. Vicrory. That may have been the first time he knew of it if 
this letter sent up by the Chief passed over his desk. 

Mr. DeWinp. But at or about this time, by November 1946, Mr. 
Bolich knew of this investigation ¢ 

Mr. Vicrory. If the letter went over his desk. 

Mr. DeWrinp. Can you say of your own knowledge he knew of the 
investigation? Did you ever discuss it with him? 

Mr. Vicrory. No, sir. That is why I was going to continue on this. 
There would be a few seconds, if you want to finish this angle of it. 
May I? 

Mr. DeWrnp. All right. But surely you must have discussed it 
with Mr. Bolich while the investigation was under way at some early 
stage in it. 

Mr. Vicrory. No, sir; I didn’t. May I continue withthis? It will 
just be a second. 

Mr. DeWtinp. Go ahead. 

Mr. Vicrory. It was known to me of the condition of title No. 7, 
referring to the goods passing in Canada before the receipt of the 
documents from the Office of Price Administration, and in the interim 
certain research work was done by consulting tax-service books. 
Various discussions were held with Doberman, and at Doberman’s 
suggestion I discussed the high lights of the case with Mr. Baradel on 
December 13, 1947, who was then the technical adviser for the purpose 
of a tax determination of Cuban corporations, and due to the fact that, 
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according to term No. 7 in the contract, title to the whisky passed in 
Vancouver, British Columbia, from Agencias to R. C. Williams. 

On January 23, 1947, Mr. Baradel wrote an opinion citing cases, 
general counsel memoranda, and other factors, such as sections of the 
code, and his conclusions were that neither Agencias nor Duncan 
Harwood is taxable on any part of the profits on sales to Williams since 
the contract specifically provides for title to the goods to pass to Wil- 
liams in Canada. 

This memorandum also sets out a basis of taxation to both I. J. 
Klein and H. H. Klein as individuals upon certain factors that may 
be obtained through investigation of the case, such as whether or not 
they were citizens of the United States. 

Mr. DeWrnp. What was the date of this memorandum which set 
forth the basis on which Klein could be taxed personally ¢ 

Mr. Vicrory. January 25, 1947. 

Mr. DeWinv. Who prepared that? 

Mr. Vicrory. Mr. Baradel. He was technical adviser at that time. 

On December 13, when I first conferred with him, that is the first 
time I ever spoke to him. 

Mr. DeWinp. From then until the end of August 1948, you were the 
agent assigned to that investigation, were you not? 

Mr. Victory. That is correct. 

Mr. DeWtnp. As your investigation proceeded, did you constantly 
keep Mr. Bolich informed of the case and the details concerning it? 

Mr. Victory. We had many conferences, Mr. Bolich, Baradel, and 
myself, as to various phases of the case, due to all its technicalities. 

Mr. DeWrnp. So that it is clear to your own knowledge that Mr. 
Bolich was thoroughly informed on the progress of the case from 
the time you got really into it in January of 1947 through to the end 
of August 1948? 

Mr. Vicrory. Yes, sir; that is correct. 

Mr. DeWrnp. Was it customary to your knowledge for Mr. Bolich 
to take an active personal participation to this extent in cases under 
investigation by agents in the office? 

Mr. Vicrory. Well, when I first referred this to Mr. Baradel, I 
presume he spoke to Mr. Bolich about it, and the technical features. 
He took quite an interest in the case, due to the fact that we cooperated 
with the Canadian authorities in a joint investigation. They were 
interested in their angle and their end of their tax position with the 
United Distillers of Canada. The Intelligence Unit at that time was 
just forming their investigation branch and Mr. Bolich, through 
conferences with representatives of the Canadian Government, nat- 
urally became quite interested in the case from both the Canadian 
and our end. 

Mr. DeWrnp. During this time, was it your understanding that the 
Alcohol Tax Unit was also conducting an investigation of the Klein 
Co. activities which was running along parallel with yours? 

Mr. Vicrory. Yes. 

Mr. DeW inp. Do you know whether or not that Alcohol Tax Unit 
investigation was at least in part designed to supplement and help 
you in your tax fraud investigation ? 

Mr. Vicrory. They made quite an extensive investigation. I believe, 
in fact I know, that they sent out a questionnaire to all their units 
throughout the country, and even Hawaii. This questionnaire was 
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to be studied by agents in the various offices and on a certain designated 
date the agents were to hit various wholesalers and retail liquor 
dealers for the purpose of obtaining information. 

Mr. DeWrnp. The objective of this Nation-wide inquiry concerning 
the Klein activities would be in part at least to establish whether or 
not Klein was engaged in business in the United States ? 

Mr. Vicrory. I really don’t know what the purpose of their investi- 
gation was, whether or not it was a case of trying to cancel Klein’s 
liquor license, or what their main objective was. It was purely a tax 
case. 

Mr. DeW np. In other words, this investigation by the Alcohol 
Tax Unit with respect to the liquor business activities of Klein and 
the Klein companies was aimed at supporting the tax investigation ? 

Mr. Vicrory. They may have had that in mind. They offered to 
use a lot of their men to assist us, but our office rejected the offer inas- 
much as, if a number of men were required on the investigation, our 
office could supply them. 

Mr. DeWrnp. Was Mr. Dwight Avis of the Alcohol Tax Unit in 
charge of that investigation ¢ 

Mr. Vicrory. Yes, sir. 

Mr. DeWrNp. And Mr. Avis offered to put men to work to be of 
assistance to the Intelligence Unit in its work? 

Mr. Vicrory. Yes, sir; he did make that offer. 

Mr. DeWinp. Did Mr. Bolich, to your knowledge, object to that 
assistance ¢ 

Mr. Vicrory. It was objected to because it was felt that we had 
sufficient manpower if we needed a lot of men, and we didn’t know what 
the objective was of the ATU. I will say that I conferred with Mr. 
Avis many times myself, reviewed the various files which were volumi- 
nous, and they also brought out in their investigation of tie-in sales 
of Harwood liquor with another liquor known as Auld Malcolm, some 
sort of a Scotch whisky. 

Mr. DeWrinp. How many agents did the Intelligence Unit have 
working on the case; just yourself? 

Mr. Victory. Just myself, and sometime in March of 1948, after I 
got a lot of bank ledgers and pictures of checks that were taken from 
Recordak, it involved some 53 bank accounts that the Klein interests 
maintained in New York banks. 

Mr. Kean. Mr. Chairman. 

Chairman Krne. Mr. Kean. 

Mr. Kean. With reference to this statement that you said you had 
sufficient agents to handle the matter, at that date was all the work 
pretty well up to date? 

Mr. Vicrory. Well, there was quite a time element there. For in- 
stance, I went around to the various banks. 

Mr. Kean. I am not talking about this case, but all the work of the 
Intelligence Unit. Was it up to date? Because every time that the 
Bureau comes before Congress, they claim a tremendous shortage of 
agents, and the fact that they need a lot more. You are testifying that 
there was no need for more agents because you were up to date, or able 
to take care of this by yourself, at least that somebody told you that. 

Mr. Vicrory. There were no more agents really needed at that par- 
ticular time to handle this case. 

Mr. Kean. Except yourself? 
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Mr. Vicrory. Except myself, because it was somewhat of a slow 
progress in obtaining these bank records, and we had to get canceled 
checks through Recordak films. Until that information was gathered, 
in addition to acquiring information on my journeys to Ottawa, Can- 
ada, with the Canadian officials, it was a slow process until such time 
around March of 1948 we started to analyze all these deposits made to 
these various 53 bank accounts, trying to determine both from the de- 
posit tickets and the checks we had the source and the flow of the 
money into these various companies. That required help in analyzing 
that. I was assigned a man to do it. 

Mr. DeWrnp. At that point from March on you had two men work- 
ing, yourself and one other? 

Mr. Victory. Yes, sir. 

Mr. DeWinv. Who was the one other? 

Mr. Vicrory. Special Agent Benjamin Klein, no relation. 

Mr. DeWrnp. How long did Benjamin Klein work with you? 

Mr. Vicrory. Offhand I can’t say without digging through a lot of 
records here. Incidentally, he is no longer with the service. 

Mr. DeWinp. There is no significance to his not being with the 
service in connection with the Klein case? 

Mr. Vicrory. None whatever. 

Mr. DeWrnp. Mr. Benjamin Klein did not work on the case through 
until August with you, did he? 

Mr. Vicrory. It was just a short period. 

Mr. DeWinp. Just a short period. 

In March of 1948 he was assigned to help you, and then you were 
back on the case alone ? 

Mr. Vicrory. Yes, sir. 

Mr. DeWrnp. What was the principal objective that your investi- 
gation had to establish in order to show matin: fraudulent tax labili- 
ties on the part of Mr. Klein? 

Mr. Vicrory. Well, there were so many angles to it 

Mr. DeWrnp. A lot of detailed angles, but fundamentally what 
was the thing that had to be established ? 

Mr. Vicrory. If we could establish any phase of it that we could 
get our teeth into something in order to recommend prosecution on 
the case. 

Mr. DeWrnp. You say there were a lot of angles to the investiga- 
tion? 

Mr. Vicrory. High technicalities, such as title to the liquor passing 
in Vancouver, and that has been ruled on many times, as our report 
shows. 

Mr. DeWrnp. As far as the investigation was concerned, you say 
there were many angles to the investigation to be run down? 

Mr. Vicrory. There were many angles. 

Mr. DeWrnp. It was then a very confused case? 

Mr. Vicrory. Very complex. 

Mr. DeWrnp. The activities of the various participants, Klein and 
Rosenberg and other people, were confused and very widespread ? 

Mr. Vicrory. Yes. They operated, I think, approximately 40 cor- 
porations. 

Mr. Byrnes. Was not one of the issues that you had. here as té 
whether or not one of these companies was actually doing business in 


the United States? 
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Mr. Vicrory. That was a consideration in the case, too. 

Mr. Byrnes. That was a pretty important one, was it not? 

Mr. Vicrory. Yes. 

Mr. Byrnes. The principal one? 

Mr. Victory. Yes, sir. 

Mr. Byrnes. When the Alcohol Tax Unit people approached you 
and offered you assistance, approached the Intelligence Unit and 
offered assistance, did you enter into discussion with Mr. Avis and 
others / 

Mr. Vicrory. We discussed some features of the case generally. As 
I say, I reviewed all their files, the records they had acquired in their 
investigation. 

Mr. Byrnes. They offered to be of assistance? 

Mr. Vicrory. Yes. 

Mr. Byrnes. Did they suggest certain things they could help you 
with? 

Mr. Vicrory. Just by stating from their vast experience on liquor 
cases. 

Mr. Byrnes. Did they suggest any specific areas that they might 
be able to put some agents to work on to get the answers for you? 

Mr. Vicrory. I don’t recall that offhand. 

Mr. Byrnes. You say “We talked with them.” Who besides your- 
self entered into this discussion with the ATU people? 

Mr. Vicrory. On my many visits to Washington I spoke to Mr. 
Avis, Mr. Armitage, and Mr. Levy. 

Mr. Byrnes. Who else from the Bureau talked to the ATU people? 

Mr. Vicrory. I believe Mr. Baradel and Mr. Bolich may have. 

Mr. Byrnes. Whose decision was it fundamentally that their as- 
sistance was not needed, that you couldn't make any use of the ATU 
people / 

Mr. Vicrory. It was a letter, which is in our records here some- 
where. It is signed either by Mr. Bolich or Mr. Walter Murphy. 

Mr. Byrnes. A letter, and signed by somebody at some time, does 
not mean too much. Tell us who made the decision, Did Mr. Bolich 
make the decision ? 

Mr. Vicrory. That I do not know. The letter was written. I have 
a copy of it. It was signed by—— 

Mr. Byrnes. You were talking with these people. You were in 
conference with Mr. Bolich on this issue. You ought to have some 
recollection of who actually made the decision to the effect that “We 
don’t need the help of these ATU people, we can do it ourselves, and 
therefore a letter should be written to the ATU people to tell them we 
don’t need their help.” 

Who made that decision ? 

Mr. Vicrory. That was decided by the higher levels. I don’t know 
myself. 

Mr. Byrnes. By Mr. Bolich? 

Mr. Vicrory. I couldn't say definitely, sir. 

Mr. DeWrnp. I think, Mr. Victory, you do know Mr. Bolich was 
opposed personally to any cooperation with the ATU ? 

Mr. Vicrory. He was opposed to it, yes, from the standpoint that 
everybody seemed to have been trying to get in on the act. Of course 
thev all had their own angles to work on the case. For instance—— 

Mr. DeWinp. Just a minute. As I understand it, what the ATU 
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was offering to do was to make agents available from New York to 
Hawaii who would hit all the the wholesalers to try to determine at a 
given time just how active Klein and people related to him might be 
in the liquor business in the United States, and what their activity 
was. Is not that what they offered to do? 

Mr. Victory. Yes, they offered to do that. 

Mr. DeWrnp. Was not that significant, at least as an aid in your 
income tax fraud investigation ? 

Mr. Vicrory. Their features were different from ours. Ours was 
from a tax standpoint. 

Mr. DeWinp. Were they not trying to help your tax standpoint? 
Would not that establish an activity at a given time if helpful at all, 
and help you in your tax investigation ? 

Mr. Vicrory. A lot of the work they did and the records that I re- 
viewed, some of it was helpful. For instance, there was one incident 
where through their investigation they disclosed that a Dr. Morris of 
California received some commissions, totaling the sum of $120,000 
on the sale of Harwood liquor. 

Mr. DeWrnp. That was Mr. Klein’s brother-in-law ¢ 

Mr. Vicrory. That is right. 

Mr. DeWinp. It was the ATU that established that? 

Mr. Vicrory. Yes, sir. May I say that I think maybe there may 
have been objection from Mr. Bolich due to the fact that in the orig- 
ination of the case the OPA went around to the various banks re- 
questing transcripts, all information on letters of credit, and then 
later when I got into the case I had to follow their footsteps in get- 
ting bank ledgers, checks, and certain information they would not 
get. In one incident then I was called up by one of the officials of 
the Chase Bank and he made quite a complaint because at that time 
there were two men in the bank, and they represented themselves as 
working for the Internal Revenue Bureau. 

Mr. DeWinp. How did the fact that an uncooperative investigation 
conducted by OPA which led to duplication suggest to Mr. Bolich 
that a cooperative joint investigation was undesirable? I just do 
not get it. 

Mr. Vicrory. The OPA got up to a certain point in their investiga- 
tion. They served a summons on the Royal Bank of Canada, New 
York. The summons was received by the bank and it required the 
OPA going through and getting a court order. 

Mr. Byrnes. What has this that OPA did to do with whether or 
not you are going to cooperate with ATU ¢ 

Mr. Vicrory. Just the fact that OPA went in banks and we went 
in banks. Then the ATU went in banks for records. 

Mr. Byrnes. The OPA was not a part of the Internal Revenue 
Bureau, was it? 

Mr. Vicrory. It is a part of the Bureau, only a different division. 

Mr. Byrnes. The OPA? 

Mr. Vicrory. Not the OPA; the ATU. 

Mr. Byrnes. The ATU and your Intelligence Unit Staff were all 
part of the same Bureau. 

Mr. Vicrory. That is correct. 

Mr. Byrnes. So it was a cooperative agency and you could work 
jointly, could you not? 

Mr. Vicrory. We could have, yes. 
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Mr. Byrnes. So the analogy between OPA operations in this case 
and possible operations by the Alcohol Tax Unit just does not seem to 
have any relationship, as far as I can see. That is why I am wonder- 
ing what this OPA thing and your experience with them had to do 
with your decision to tell ATU to keep their nose out of this. 

Mr. Vicrory. All the OPA wanted us to do was get records for 
them. We wanted to get that until we knew where we were going, 
what our objective was and whether or not there was a possible tax 
case. 

Mr. Byrnes. Can you outline to the committee what your recollec- 
tion is as to Mr. Bolich’s position and the reasons he outlined at the 
time for taking the position he was taking against having the Alco- 
hol Tax Unit in any way participating in your investigation ¢ You 

say he expressed himself as being in opposition to a joint endeavor. 
Now, do you remember any of the arguments or reasons he put up at 
that: time! 

Mr. Victory. None other than it was a tax case. 

Mr. Byrnes. Tax cases and the auditing of tax cases involves in 
many instances obtaining facts, does it not ? 

Mr. Vicrory. Yes, that is correct. 

Mr. Byrnes. You have certain questions that have to be answered ? 

Mr. Victory. That is right. 

Mr. Byrnes. Some of those questions could be answered by Alcohol 
Tax Unit investigators, could they not ¢ 

Mr. Vicrory. They could be. 

Mr. Byrnes. Such as the case of —— 

Mr. Vicrory. Dr. Morris. 

Mr. Byrnes. His brother-in-law in California. 

Mr. Vicrory. That is correct. 

Mr. Byrnes. Just because it is a tax case, why would not you want 
assistance from it, or why did Mr. Bolich not want assistance from 
the Alcohol Tax Unit‘ Did he give you any reasons? Can you 
remember any of the arguments he gave ¢ 

Mr. Vicrory. He felt it was a tax case. For instance, there was 
an incident when I was working with Mr. Armitage of the Alcohol 
Tax Unit in the office at 253 Broadw ay. He had a long table full of 
various records of R. C. Williams. There was a Mr. Dunnigan. I 
believe he was assistant in charge. He somewhat embarrassed Mr. 
Armitage by saying one day in my presence there, “Well, now that 
you have got all this data, what are you going todo with it? After all 
it is only a tax case.” 

Mr. Byrnes. That was pretty embarrassing. 

Mr. Vicrory. To Mr. Armitage, yes, it was. 

Mr. Byrnes. Why! What is embarrassing about that ? 

Mr. Vicrory. As to what the objective was of the ATU. I know 
they made this intensive investigation. What the ultimate disposition 
of their investigation was, I do not know. 

Mr. Byrnes. Mr. Ar mitage, who was he with ¢ 

Mr. Victory. He was, I believe, a right-hand man of Mr. Avis. 
He is very capable. 

Mr. Byrnes. They did not like the idea that he was suggesting 
that you had got a lot of information that would not be of any value, 
is that it? 

Mr. Vicrory. That is it, yes, sir. 
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Mr. Byrnes. Therefore you decided, since they asked questions 
like that which you did not like to have asked, it would be better 
not to have them in the picture ¢ 

Mr. Vicrory. No, that was no decision of mine. 

Mr. Byrnes. No, but I mean Mr. Bolich’s decision, or whoever 
did finally make the decision. 

Mr. Vicrory. As I said before, this was a decision on higher levels. 

Mr. Byrnes. You cannot recall any more specific reasons that Mr. 
Bolich expressed in opposition to the joint endeavor other than this 
was a tax case? 

Mr. Vicrory. That is about all. 

Mr. Curtis. In the regular work, Alcohol Tax Unit is familiar with 
the liquor industry and how it operates, is that right? 

Mr. Vicrory. Yes, sir. 

Mr. Curtis. They are familiar with who has licenses and who are 
seeking licenses and who are under study for the removal of licenses? 

Mr. Vicrory. Yes, sir. 

Mr. Curtis. They know considerable of the detail about how liquor 
is merchandised ? 

Mr. Vicrory. That is correct. 

Mr. Curtis. And how it is invoiced ? 

Mr. Vicrory. Yes, sir. 

Mr. Curtis. They have considerable information and experience 
in knowing how it is transported ? 

Mr. Vicrory. Yes, sir. 

Mr. Curtis. And customs of the trade, discounts, payments, the 
ordinary handling of liquor, is that right? 

Mr. Vicrory. That is correct. 

Mr. Curtis. In determining whether or not any of the Klein com- 
panies or any of the indiv iduals connected with them were actually in 
this operation in the United States, who better could run down those 
facts than the Alcohol Tax Unit? 

Mr. Vicrory. All I could say, they could run down the features in- 
sofar as the liquor end, but the investigation would revert back to the 
tax position. 

Mr. Curtis. Your group would determine the ultimate tax con- 
sequence es. 

Mr. Vicrory. That is correct. 

Mr. Curtis. But were not the ATU better equipped to determine 
the business operations and gather that information, from which you 
could then take over and determine the tax consequences, than you 
yourself were? 

Mr. Vicrory. There is no doubt they have vast experience in their 
own liquor field and all the so-called tricks of the trade. 

Mr. Curtis. If something unusual would appear in these transac- 
tions, it would be quite easy for them to detect it? 

Mr. Vicrory. That is correct. 

Mr. Curtis. You made some reference a bit ago about information 
gathered that could not be used. Is not that always true in a difficult 
complie: ated investigation? You have to go out and get all the facts 
you can and sort the wheat from the ch: uff sj is that right? 

Mr. Vicrory. That is correct. 

Mr. Curtis. In fact, they might gather some that did not throw 
light on the tax consequences, and it still might be important that 
those facts be gathered ? 
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Mr. Vicrory. That is correct. 

Mr. Byrnes. Prior to this time had you had any experience in the 
liquor industry ¢ 

Mr. Vicrory. None whatsoever. 

Mr. Byrnes. You had not had any big audit of any liquor enter- 
prise ¢ 

Mr. Vicrory. No, I had some smaller cases I would say, maybe they 
were black-market liquor trades where salesmen were involved, kick- 
backs and so on, but not as a large liquor business, as a whole. 

Mr. Byrnes. You were not particularly familiar with the trade 
practices and so forth ¢ 

Mr. Vicrory. No, we handle every fype of case. 

Mr. Byrnes. I am talking about you. Had you developed a con- 
siderable familiarity back here in 1947 with regard to the practices 
in the liquor trade ¢ 

Mr. Vicrory. I learned them fairly fast from the ATU boys. 

Mr. Byrnes. When you took over the case you were not an authority 
as far as the liquor industry and how it operates ¢ 

Mr. Vicrory. No, I was not. 

Chairman Kine. Mr. Victory, if you were the man in charge of the 
actual investigation in this case, would not any decision Mr. Bolich 
or anyone else made require that they discuss with you the matter 
and get your opinion’ Would they resort to taking it upon them- 
selves to recommend or make changes in the proceedings without 
consultation? Did Mr. Bolich ask you what your opinions were with 
respect to whether or not ATU men were needed or could be helpful 

Mr. Vicrory. No, I don't believe he ever did. I think he felt that 
I was capable of handling the investigation myself up to the various 
points there and that there were enough men in our unit that if 
it required an additional number of men to assist me in the case, 
that they were available. 

Chairman Kine. It was apparent to you, if it was not to ones su- 
perior to you, that at that time there was a sorry situation with back- 
logs of work in practically every office concerned with the Bureau of 
Internal Revenue; men, and good men, were at a premium; is that 
correct ¢ 

Mr. Vicrory. That is correct. 

Chairman Kine. Has it not been true pretty much all along? 

Mr. Vicrory. Even today we are all overloaded with cases. <A lot 
of our men carry anywhere from 20 to 35 cases. Some of them 
naturally have to die. 

Chairman Kine. Would it not be normally true with respect to a 
man in your position with a widespread activity with some 40 cor- 
porate entities associated with this case—— 

Mr. Vicrory. Possibly. 

Chairman Krne. Would it not be your immediate reaction: Any 
help you can get, give it to you? ; 

Mr. Victory. While it may sound very large as to 40 corporations, 
a lot of them were just a name that they used in their imaginations. 
They would just have this corporation set up for their particular pur- 
pose. Although we could never get the books of some of these cor- 
porations, perhaps there was just one or two entries in the corpora- 
tion itself. A lot of the corporations were apparently set up for the 





3246 INTERNAL REVENUE INVESTIGATION 


purpose of opening these various bank accounts where they had all 
these inter-company relations and the flow of the money. 

Chairman Kine. But in spite of that each one would of necessity 
require investigation to determine its status and its nature? 

Mr. Vicrory. There was really no business performed by a great 
number of companies. 

Chairman Kine. Were you aware of that at the time you entered in 
this investigation ? 

Mr. Victory. Well, you could never get any books. To this day 
there are a lot of books that are missing. Out of maybe, we will say 
30 or 40 companies, the only books of any company we could get are, I 
think, eight companies. 

Chairman Kine. What was your personal reaction when it became 
known to you that your superiors had declared to the ATU their help 
was not needed ? 

Mr. Vicrory. It didn’t concern me, because the ATU always were 
wide open. They offered me all their records at any time and I was 
free to discuss my phase of the case with them, so I could get any 
information that I desired from the records of the ATU. 

Chairman Kine. What reaction if any did you have when you 
learned of the offer of this agency orc onstituent agency which I believe 
to be a bit unusual—you are not having many offers these days in 
Government for one department to help another; they are all over- 
loaded. What was your personal reaction when you learned the offer 
had been based on the knowledge you have of this type of work in this 
particular case and then when you further learned it had been turned 
down? You certainly had some reaction. Did you feel you could 
have done with the help or did you feel whoever turned it down was 
perhaps correct in referring it over? 

Mr. Victory. Even though it was turned down, I still went into the 
ATU, and various records were still available to me. 

Chairman Kine. Did you not have a reaction that perhaps the 
offer would not have been made unless men of experience in ATU felt 
that need was existent for help? In other words, why would the ATU 
offer to be helping in the case if they of their knowledge didn’t feel 
perhaps assistance was required or needed? Had you any reaction 
there? I am just looking for your reaction. 

Mr. Victory. We could never really figure out what the objective 

was of the ATU. 

Chairman Kine. Did someone indicate or give you any feeling that 
they did not want a constituent agency in this case, that they wanted an 
excuse if they kept on the tax phase, and didn’t want assistance? 

Mr. Vicrory. No, sir. 

Chairman Krive. You didn’t have that reaction ? 

Mr. Vicrory. No, sir. 

Chairman Kine. What reaction if any did you have? 

Mr. Victory. Personally I did like working with the boys in . the 
ATU. They were very cooperative. They did a fine job. I really 
think they were trying to establish the fact that it was all a misrepre- 
sentation of the quality of the liquor that was sold. They went 
throughout the country getting affidavits from various wholesalers 
and distributors as to their opinion. 

Chairman Kine. What did that have to do with the case? Some 
of it I have had lately ought to be investigated, too, but what did that 
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have to do with the quality of the liquor? I mean just between you 
and me. We are old friends. We met at lunch one day just shortly 
after this thing happened. What would that have to do with it? 
Was there some resentment on the part of someone in your division 
because they were wasting time going around and sampling whisky 
as to quality ¢ 

Mr. Vicrory. They weren’t sampling it, sir. I don’t know whether 
you misunderstood me. 

Chairman Kine. Perhaps I did. 

Mr. Vicrory. There were many complaints in the origination of the 
ease. They said it was an immature whisky of inferior quality and 
in the course of the investigation of the ATU they went into that 
phase of it. For instance, some of the results as 1 remember them were 
that in order to get Harwood liquor a lot of these purchasers were re- 
quired to purchase some cases of this Auld Malcolm liquor. It was 
really tie-in sale. A lot of the distributors either couldn’t sell it— 
I think a lot of them decided the liquor 

Chairman Kring. It was no good, either. 

Mr. Vicrory. And I think they made some sort of a claim to the 
Government on some sort of a tax angle. 

Chairman Kine. You can see why we are puzzled here, Mr. Victory. 
We do not like to be pushing you hard, but it just seems to have puzzled 
all of the members a bit in trying to arrive at some explanation of why 
what appears to us to be perhaps needed assistance was turned down. 
Who signed the letter rejecting the offer of the ATU ? 

Mr. Victory. I would have to figure it out. 

Chairman Kine. You do not remember who signed it ? 

Mr. Vicrory. Either Mr. Bolich or Mr. Murphy. 

Mr. DeWinp. Mr. Murphy was his assistant. 

Mr. Victory. He is assistant agent in charge of the New York Di- 
vision. 

Chairman Kine. For all intents and purposes it was Mr. Bolich who 
rejected the offer of the ATU ? 

Mr. Vicrory. Presumably, yes. 

Chairman Kine. Murphy would not have done it without your 
knowledge and consent ¢ 

Mr. Vicrory. That is correct. 

Mr. Curtis. Who made the offer of assistance ? 

Mr. Vicrory. The office of Mr. Avis. 

Mr. Curtis. Was it Mr. Avis personally ? 

Mr. Vicrory. I think it was done through letters. It may have been 
done verbally also. 

Mr. Curtis. Did Mr. Avis or anyone else from ATU ever talk to 
you about the offer that was made / 

Mr. Vicrory. I don’t recall whether he did or not. 

Mr. DeWrnp. Mr. Victory, in your investigations what were the in- 
vestigations that had to be carried out if you were going to make an 
income-tax fraud case out of this? Can you relate some of the spe- 
cific investigations that had to be carried out ? 

Mr. Vicrory. To determine whether or not any of these foreign cor- 
porations ever filed an income-tax return? And you want various 
steps ? 

Mr. DeWinp. Specifically what were you after? It seems to me 
you were after the minutes of the various corporations to determine 
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what corporate activities had been authorized. You were after 
actual conduct of the officers and employees of the companies in the 
United States, where they went and what they did, how the orders 
of whisky from R. C. Williams were handled, what employees of the 
Klein organizations had anything to do with them, just what activities 
were going on. Weren't all of those things to be investigated ¢ 

Mr. Vicrory. The determination as to whether income-tax returns 
were filed in the course of acquiring various bank accounts to follow 
through the flow of the money. 

Mr. DeWtrnp. Every transaction those companies may have 
conducted in the United States was something you wanted to know 
about ? 

Mr. Vicrory. Yes, because in many instances the checks we obtained 
from the banks, it was found out there were certain amounts of money 
paid to various individuals. 

In the course of the investigation the tax returns of those individuals 
were pulled out and an investigation made of the particular 
individuals. 

Mr. DeWrnp. Fundamentally what you were getting at was 
whether these Cuban and Panamanian corporations were simply 
shams that should be disregarded so that the income could be taxed 
directly to Klein; is that correct ? 

Mr. Vicrory. That is correct. 

Mr. DeWinp. That was the issue raised in the Baradel memo? In 
January 1947 wasn’t that the question he raised at the very outset 
of the investigation ? 

Mr. Vicrory. Yes, sir; that was one of the features of it. 

Mr. DeWinp. So fundamentally what you were trying to establish 
was whether the activities in connection with selling Harwood whisky 
were carried on by these Panamanian and Cuban companies or were 
they carried on by Klein and Rosenberg and other people in this 
country as the business of Klein or the business of Harvey, either ¢ 

Mr. Vicrory. That is correct. 

Mr. DeWinp. To do that you would have to become familiar with 
their activities anywhere in the country, would you not, to do an 
accurate job on that ¢ 

Mr. Vicrory. Well, you would have to obtain books of the various 
companies. 

Mr. DeWinv. Wouldn't you want to know where Hyman Harvey 
Klein was going, what activities he was engaged in day by day, is 
Mr. Klein out negotiating with R. C. Williams offices in P hiladelphia, 
is he out in Seattle / 

Mr. Vicrory. Not necessarily, no. 

Mr. DeW inp. Suppose you found that Mr. Klein was visiting 
the offices of R. C. Williams in various parts of the country and 
negotiating with the officers of R. C. Williams concerning Harwood 
whisky purchases. Wouldn’t that have been— 

Mr. Vicrory. That wouldn’t be any concern as to the net result 
of the investigation, as to where he was traveling around. 

Mr. DeWtnp. Wouldn't that show business activities in this 
country, if there were active business negotiations between Klein 
personally and R. C. Williams in this country for the purchase of 
whisky ? 
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Mr. Vicrory. That is all determined in the tax manuals as to sources 
of income within and without the United States. The mere fact of 
collecting money, for instance, of title passing in another country and 
the mere fact of the mechanics of collecting money in this country 
here does not constitute business. 

Mr. DeWrnp. I am not saying collecting money. What were the 
activities conducted in this company? Fundamentally in order to 
make your tax investigation stick you had to show activities in this 
country. 

Mr. Victory. That is correct. 

Mr. DeWinp. Any activities in this country you would like to have 
known about to see how they tied in, what business picture they de 
veloped: is that correct 

Mr. Vicrory. That is correct. 

Mr. DeWinp. That was a terribly complicated job in this case. 

Mr. Vicrory. That is right. 

Mr. DeWrnp. In fact, had you ever had any experience with a 
case as big and as complicated as this? 

Mr. Victory. I have had other complicated cases; yes. 

Mr. DeWinpb. Had you ever had a case of the complexity and magni- 
tude of this case in the ramifications that had to be investigated / 

Mr. Vicrory. I don’t know such a similar case ever existed in the 
Bureau, so it is a very complex case. 

Mr. DeW rnp. I think you said that you were working this case alone 
until March of 1948. Then you had brief assistance from Benjamin 
Klein in the bank accounts, 53 accounts ¢ 

Mr. Vicrory. That is right. 

Mr. DeWrxp. From March of 1948 until-August of 1948 you were 
also engaged in other activities; were you not? In that period didn’t 
you attend the revenue agents’ school ¢ 

Mr. Victory. Yes. 

Mr. DeW1np. Some advance training school ? 

Mr. Vicrory. That is right. 

Mr. DeWrnp. For how long a period did that go on ¢ 

Mr. Vicrory. Approximately 8 weeks. 

Mr. DeWinp. So there were 2 months of training that you were 
engaged in during the period. Were there any other factors that 
kept you away from working on the case between March and August ‘ 
Did you take any leave in that period ¢ 

Mr. Victory. I may have taken a short leave. I know I disregarded 
taking the usual vacation during the course of any investigation of 
the case. A lot of time was consumed in traveling back and forth to 
Ottawa, Canada, and Vancouver. 

Mr. DeWinp. At the time between March and August you were sent 
to2 months of this training school. Was that not a major interference 
with getting on with this investigation ¢ 

Mr. Vicrory. Not to any great extent; no. 

Mr. DeWinp. Did you object to it at the time and say you would 
prefer to stay on the Klein case ? 

Mr. Vicrory. I think I may have mentioned that, yes. 

Mr. DeWinp. So from March, when the case became really acti- 
vated—you had the 53 bank accounts and there was real work to be 
done—you were out for at least 2 months entirely. 

Mr. Vrerory. That is right. 

81550—52—pt. 4-38 
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Mr. DeWinp. Were there any other interruptions of any major 
proportions in your work between March and August? 

Mr. Vicrory. I would say no. 

Mr. Kean. Who made the choice of who went to this training 
school ? 

Mr. Vicrory. Either your group leader or Mr. Walter P. Murphy. 

Mr. Kean. Mr. Murphy was Mr. Bolich’s chief assistant ? 

Mr. Vicrory. Yes. 

Mr. Kean. So in fact it might have been Mr. Bolich who decided 
that it was to your advantage to go to this school ? 

Mr. Vicrory. That I couldn’t answer. 

Mr. DeWtnp. Mr. Bolich was actively following this case all the 
way through, so he knew for a period of 2 months nobody was working 
the case in that period? He must have known it personally. 

Mr. Vicrory. There may have been certain phases of the case, for 
instance, like waiting for information from various sources, that 
would not interfere generally with the case. 

Mr. DeWrnp. Your reaction at the time was “No, this is no time to 
get me off this, I want to stay on this case ¢” 

Mr. Vicrory. That is right. 

Mr. DeWinp. Despite that reaction, you were assigned to the train- 
ing school for a period of 2 months. 

Mr. Vicrory. That is correct. ’ 

Mr. DeWinv. When you returned from the training school at the 
end of June, your diary indicates that from July 1 to July 7 you 
were on annual leave. That was a week off at the beginning of July. 
Then from the 23d to the 29th of July, another week, you were as- 
signed to work on old cases you had unrelated to Klein, and again on 
July 30 and August 2 on old cases. Again on August 17, and 18, and 
19 on old cases. So that really from the first of July on a great deal 
of your time was devoted to working on the old cases that you had 
before you got into the Klein case. 

Mr. Vicrory. It appearsso. Yes. 

Mr. DeWrnp. So, virtually from the beginning of May on the 
amount of time that you were able to work on the Klein case was 
strictly limited, up to the middle of August ? 

Mr. Vicrory. That is about correct. 

Mr. Byrnes. Who made the determination as to whether or not you 
were to revert back to some of these old cases intermittently? Was 
that up to you? 

Mr. Vicrory. Usually it is up to the agent, because he has to keep 
a number of cases going. If you have a slack period while you are 
working on one case, naturally you have to keep moving and do what 
you can on some other cases. 

Mr. Byrnes. I am talking about what was the situation as far as 
it existed here during the period when you had the Klein case. Was 
the determination that you should go back to some of these old cases 
made by yourself, or was it suggested to you by your group chief or 
was it done on request from Mr. Bolich or what ? 

Mr. Vicrory. No; I think during some of this time I had an old 
case. The case itself now is to come up in the Tax Court in New York 
in April. While the case was turned in in 1944, additional informa- 
tion was wanted by the Penal Division. 

Mr. Byrnes. Back at that time. 








or 


INTERNAL REVENUE INVESTIGATION 3251 


Mr. Vicrory. Back at that time. 

Mr. Byrnes. What about the other cases that Mr. DeWind referred 
to here? 

Mr. Victory. There may have been and I may have worked on such 
cases. I wouldn’t know unless I had my actual diaries. 

Mr. Byrnes. You spent part of your time during this period work- 
ing on old cases. Was that because you decided that you should be 
working on those old cases rather than be working on the Klein case, 
or did somebody else make that decision ? 

Mr. Vicrory. Either my own decision or because of the require- 
ment by some other office that would need information within a cer- 
tain period of time. 

Mr. DeWrnp. Mr. Victory, Mr. Baradel has told the subcommittee 
that—I will read his words: 

Mr. Bolich was very close to this case right in the beginning and followed 
every move made by Victory. His office was probably primarily in it, due to the 
fact that the case was brought to his attention as a $30 miliion case. And a case 
of that size must naturally attract attention of the special agent in charge. 


Then Mr. Lyon said to Mr. Baradel: 


Can you think of any other cases comparable to this one in respect of Mr. 
Bolich’s active and personal interest in the thing from the beginning? 

Mr. Baradel said: 

I can’t think of any, Mr. Lyon. 

Would you generally agree that is an accurate statement of Mr. 
Bolich’s personal interest in this case? 

Mr. Vicrory. Yes. He had an interest in the case and also the fact, 
as I stated before, the Canadian Government was setting up their own 
intelligence unit. There were various telephone calls from Canada 
to Mr. Bolich concerning this case. It is only natural that he was 
highly interested in it. 

Mr. DeWrnp. But yet over the period between March, when the case 
really was developed for heavy work, and August you were off the case 
almost most of the time, certainly approximately half the time when 
you had no work at all and nobody was working on it. Isn’t that what 
it comes down to? 

Mr. Vicrory. The work was accomplished. 

Mr. DeWinp. You are still working on that case, are you not? 

Mr. Vicrory. No, I closed the case out. That is why I am not too 
familiar with a lot of the questions you may be asking. I closed the 
case in 1948. 

Mr. DeWrnp. You have done a lot of the work on the case from that 
time. 

Mr. Vicrory. The only thing I am doing now is acquiring certain 
information from Canada and from New York for the appellate staff. 

Mr. DeWrnp. Before you prepared your report in this case in Au- 
gust of 1948, you discussed the matter in detail with Mr. Bolich, is that 
right ? 

Mr. Vicrory. Yes, sir. 

Mr. DeWrnp. Did Mr. Bolich express his views to you prior to the 
preparation of your report about what he thought of the case? 

Mr. Vicrory. Well, it was always thought all along from the in- 
ception around I guess December of 1947 that due to the high tech- 
nical features of the case that it was very unlikely that we could ever 
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get prosecution. But we worked along with the hope you may pos- 
sibly be able to get some angle that you could wind up with a 
prosec ution. 

Mr. DeWinp. When August of 1948 came around and you were 
brought back from the training school and you got through with these 
other old cases, were you satisfied all of the work necessary to pass 
on the Klein case had been done at that time, that all the facts had 
been run down, you knew everything that could reasonably be known 
about the case ¢ 

Mr. Vicrory. As far as we could go then, yes, because you had to 
stop some time. However, it has turned out now that there are certain 
amounts of money that were probably held in hiding since 1947. 

Mr. DeW np. In fact, you know a Jot more about the case now than 
then ¢ 

Mr. Victory. I think anybody would if they work on it for years 
and see the developments now. 

Mr. DeWtnp. The developments have been important and signif- 
icant since August of 1948, the information you have learned ¢ 

Mr. Vicrory. Not as far as any recommendation of prosecution 
would be concerned. That is, to the principals in the case. 

Mr. DeWtnp. I guess there is no point in going into that. Up to 
this point in August of 1948 there was a great deal of information 
about this case and financial transactions in and around these people 
that you didn’t know anything about, had not been mvestigated at 
all, is that right ¢ 

Mr. Vicrory. About which people? 

Mr. DeW inp. Klein and his companies and persons they had trans- 
actions with. There was a great deal you had not learned then that 
you have learned since ¢ 

Mr. Vicrory. To a certain extent, ves. 

Mr. DeWrnp. In August of 1948 you had a discussion with Bolich 
prior to the preparation of a report. He expressed the view there 
should be no prosecution recommended, is that right ¢ 

Mr. Vicrory. That is right. I might state that. the special board 
of inquiry and review making their investigation recently cleared the 
New York office of the Intelligence Division as to their reeommenda- 
tion made in the final report of August 1948. 

Mr. DeWinpb. As long as you are bringing that out, that report 
states that on the basis of the facts determined in August of 1948 the 
prosecution could not have been sustained. 

Mr. Vicrory. That is correct. The special board of inquiry upheld 
our decision. 

Mr. DeWinp. My recollection is they say the determination not to 
prosecute cannot be held to be wrong at that time in the light of the 
facts that were then developed. Isn’t that what it says? 

Mr. Vicrory. I didn’t read the report. I know they approved our 
action. 

Mr. DeWinp. It goes on to point out, however, there were a great 
many other facts which had not been developed, additional facts 
which could have been developed. 

Mr. Vicrory. I don’t know that. 

Mr. DeWrnp. The second conclusion of the Board which is relevant 
here states that— 
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The board, therefore, upon the facts developed, concurs in the conclusion 
reached by the special agent's office that such facts were not clear or strong 
enough to prove a criminal case (beyond a reasonable doubt, as required) and 
upon such evidence, the case therefore appears to have been properly closed in 
accordance with established policy. It appears to the Board, however, that 
some additional evidence particularly as to the matter and the amount of 
business done by H. H. Klein or Agencies Distiladoras in this country, probably 
could have been developed by agents’ summons if necessary. 

In August of 1948, when the board of inquiry sustains that, informa- 
tion concerning Klein’s activities in this country could have been 
developed by further investigation. 

Mr. Victory. That was brought out when they discussed features 
of the case with me before the board of inquiry. There was a question 
as to why we did not serve a summons on Klein for the records of these 
various corporations. Well, the OPA in their investigation had al- 
ready done that. They were informed that all the books and records 
were in Cuba. 

Mr. DeWinp. Had you been informed that the special board of in- 
quiry had recommended that the case be given further consideration ¢ 

Mr. Vicrory. I read a synopsis of their report. 

Mr. DeWirnp. In August of 1948 did Mr. Baradel tell you that Mr. 
Bolich wanted to close this case out before he left New York / 

Mr. Vicrory. Yes. It was decided to be closed out. 

Mr. DeWinp. So that the termination date on the investigation was 
controlled by Mr. Bolich’s desire to dispose of the matter before he 
left New York? 

Mr. Vicrory. That is correct. 

Mr. DeW np. You were told to terminate your work on the case, 
write a report which Mr. Bolich had indicated to you in his view 
should be against prosecution and you did so? 

Mr. Vicrory. That is correct. 

Mr. DeW rnp. Do you have the dates when you began the prepara- 
tion of your report after the conference with Bolich and when you 
completed the report ¢ 

Mr. Vicrory. Otfhand I can't just pick them out, but there wasn’t 
too much difficulty in writing the report because there were all memos 
there. 

Mr. DeWinp. Mr. Baradel’s diary in the matter shows that he dis- 
cussed the case with Mr. Bolich and you on August 24, 1948. Your 
report I believe was completed on August 26, 1948. It that right? 

Mr. Vicrory. That is right. 

Mr. DeWinp. So you had three days to write the report on this case. 

Mr. Vicrory. Well, the data was all there. There were other memo- 
randa reports right up to date on the reports so it didn’t require too 
much time to write a final report. 

Mr. DeWinp. Prior to that on August 5, 1948 you had submitted 
a status report. 

Mr. Vicrory. That is correct. 

Mr. DeWinp. So on August 24 you began the writing of your final 
report and that is completed on August—— 

Mr. Victory. From the basis of the certain features of the status 
report. 

Mr. DeW inp. At about that time the taxpayers had been told that 
the matter was under active consideration, and they should file a brief 
to make any arguments on behalf of the taxpayer they desired ? 
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Mr. Vicrory. That is correct. 

Mr. DeWrnp. Had the taxpayers’ counsel indicated they wanted 
some weeks to prepare such a brief? 

Mr. Vicrory. I think they asked for a certain time, a long exten- 
sion of time to do it. I do not think they were granted that, but they 
did prepare a brief and I believe they stated that they burned a lot of 
midnight oil in preparing it. 

Mr. DeWinp. The records would indicate they were told if they 
wished to submit a brief to have it in by August 27, and they were 
told that on August 24. 

Mr. Vicrory. I believe that is correct. 

Mr. DeWrnp. Your decision to recommend no prosecution in the 
case was arrived at and your report completed by August 26, even 
before the taxpayers filed their brief on August 27 ¢ 

Mr. Vicrory. Well, the recommendation was practically made way 
back in December of 1947. We kept working along in the hope that 
possibly you could get a better conclusion, 

Mr. DeWrnp. The briefs invited by the taxpayers were not filed 
until after the report had been prepared and completed ¢ é 

Mr. Vicrory. The actual manual handling of it; yes. There was a 
discussion in the office about the case. The taxpayers’ attorneys 
couldn’t see any basis on which we could recommend prosecution. 

Mr. DeW1np. That is typical of taxpayers’ attorneys, isn’t it? 

Mr. Vicrory. Not that we would abide by them; no. 

Mr. DeWinp. It is perfectly proper, and that is what the taxpayers’ 
attorneys are there for. 

The invitation was to file a brief on August 27, yet the no-prosecu- 
tion decision and report had already been decided upon at the time 
the brief was requested from them ¢ 

Mr. Vicrory. Practically. 

Mr. Byrnes. Why was there a request for a brief made? Did you 
want them to make a brief? Did they think they were doing some- 
thing? 

Mr. Vicrory. To see if they would have any basis of real argu- 
ments in the case. 

Mr. Byrnes. Your report was already written. You had made 
your final decision. You tell us really you had made your final 
decision before you started the investigation. So what good is an 
attorney's brief in the matter? 

Mr. Vicrory. To see if they could present any arguments. Nat- 
urally we didn’t tell the attorneys what our decision was. 

Mr. DeWrnp. Did you think they were going to present some argu- 
ments that would substantiate prosecution ? 

Mr. Vicrory. No. 

Mr. DeWrnp. You decided not to prosecute ¢ 

Mr. Vicrory. That is correct. 

Mr. DeWinp. One of the grounds on which you recommended no 
prosecution in that report after consultation with Bolich was the 
fact that the taxpayers had been advised by their counsel as to the tax 
effects; is that correct ? 

Mr. Vicrory. Yes. That is correct. There are various factors 
concerned, and also one of the principal factors was the filing of the 
1947 return of Hyman Klein in which he reported 
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Mr. DeWrnp. I wanted to get back to the one particular thing. 
One ground was the advice of counsel to these people ¢ 

Mr. Vicrory. That is correct, 

Mr. DeWixp. When did you first see the opinion, letters, or advice 
that the counsel had given on which you based that recommendation ¢ 

Mr. Vicrory. They were presented to us right near the end of 
the case, somewhere around the latter part of August. 

Mr. DeWinp. In fact weren’t the opinion letters first presented to 
you in the form of photostats on August 31 ¢ 

Mr. Vicrory. I believe they were. 

Mr. DeWrnp. So the advice of counsel on which you based your 
report never had been studied or considered by you or by Mr. Bolich 
or anybody else until 4 days after the report had been completed. 

Mr. Byrnes. I still can’t understand the idea of misleading tax- 
payers’ counsel, getting them to work 3 days to prepare a brief when 
you have already decided that you don’t need it anyway and it is not 
going to have any consequence. You have made up your report and 
your report is favorable to the taxpayer as far as that particular 
aspect is concerned. Can you give me any justification for that ¢ 

Mr. Vicrory. The case was discussed with the attorneys in our 
office and they were asked by Mr. Baradel to file a brief and present 
any arguments that they may have seen fit. 

Mr. DeWtnp. Arguments against prosecution ¢ 

Mr. Vicrory. Well, the discussion was as to whether any criminal 
action should be recommended. 

Mr. DeWrnp. Any prosecution, criminal prosecution. At the time 
in your own minds you knew you had made your decision there wasn’t 
grounds for prosecution. Why would you ask an attorney to present 
a brief to you to substantiate a position you have already taken ‘ 

Mr. Vicrory. Mr. Baradel asked them for it. 

Mr. DeWrnp. Can you give any explanation why he would ? 

Mr. Vicrory. No definite explanation, no. 

Mr. DeWrnp. Do you do that quite often ? 

Mr. Vicrory. No, I wouldn’t say we do. 

Mr. DeWinp. Have vou ever done it before? 

Mr. Vicrory. I haven't, no. 

Mr. DeWinp. Do you know of any case where it has been done 
before ¢ 

Mr. Vicrory. I don’t recall any, no, sir. 

Mr. DeWrnp. By the farthest stretch of the imagination, the tax- 
payer’s attorney certainly isn’t going to submit a brief suggesting that 
there is ground for prosecution, is he! 

Mr. Vicrory. It was more or less decided on, and maybe it was 
asked of them by Mr. Baradel as a matter of course. 

Mr. DeWinp. Was that done as a matter of course? That is what 
I am trying to get at. 

Mr. Vicrory. No, sir. 

Chairman King. Would it not complete the file ? 

Mr. Vicrory. Sir? 

Chairman Kine. For anyone looking at the file later it would serve 
to complete the file? It would look better if the taxpayer’s attorney 
te in 3 days working up arguments to justify no prosecution if they 
cnew there was to be no prosecution? The file wouldnt look good for 
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a case of this nature to be completed without the attorneys’ being able 
to at least get in the act and indicate they had served their client; 
could that have been the possibility? I am not an attorney, Mr. 
Victory. 

Mr. Vicrory. I am not, either. 

Chairman Kring. This testimony of this whole case, particularly 
what we have heard this morning, is intriguing to say the least. Could 
that have been a possibility ? 

Mr. Vicrory. Well, sir, it is just a case—— 

Chairman Kine. It is a sooeliant case. 

Mr. Vicrory. It is, sir. 

Chairman Kine. This phase is extremely peculiar, in that the 
Bureau decides they are not going to prosecute this taxpayer and sub- 
sequent to that the attorneys for the taxpayer are permitted or allowed 
to spend 3 days drawing a brief supporting that decision. Is that 
ubout what happened ? 

Mr. Vicrory. We had no basis to work on to recommend a pros- 
ecution, 

Chairman Kine. But you couldn’t have expected them to give you 
something to work on in their brief. 

Mr. Vicrory. No. Ordinarily you would never receive such a thing. 

Mr. DeWunp. This whole rush was to get the case closed out before 
Mr. Bolich went down to Washington / 

Mr. Vicrory. Yes, sir. 

Mr. DeWrtnp. In April of 1948, April 22, Mr. Bolich addressed a 
letter to Mr. Woolf, the head of the Intelligence Unit, and in the course 
of that letter he said: 

With respect to Mr. Rutan’s suggestion “that the criminal case report be sub- 
mitted as soon as possible and transmitted to the Department of Justice * * *,” 
please be advised that the possible criminal aspects of this case are still under 
investigation and until such investigation is concluded it is premature to assume 
that the case will ultimately be referred to the Department of Justice for crim- 
inal prosecution. Please be assured, however, that this case is at present under 
intensive investigation, Special Agent Victory now being in Canada conferring 
on it with officials of the Canadian Revenue Service. Regardless of the date 
of the conclusion of his investigation, however, this office has decided to with- 
hold recommendation as to criminal prosecution until receipt of taxpayer’s 1947 
personal income-tax return which, under extension granted by the Collector of 
Internal Revenue, Third New York District, is due to be filed on or before May 
17, 1948. 

Very truly yours, DANIEL A. BoLicnH, 
Special Agent in Charge. 

On April 22, 1948, Mr. Victory, you were already scheduled to take 
the next 2 months in training, weren’t you? 

Mr. Vicrory. No, 1 was around June. 

Mr. DeWinp. When did you first hear of the possible training 
school assignment ¢ 

Mr. Vicrory. Perhaps a week before it actually took place. 

Mr. DeWinp. You learned of that in May, sometime in May ? 

Mr. Vicrory. Perhaps. 

Mr. DeWrnp. So it is within about a month after this letter from 
Mr. Bolich assuring that extensive investigations were under way you 
go into the training school. 

Was any reason ever given why, because Mr. Bolich was moving to 
Washington, this case had to be wound up before he left ¢ 
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Mr. Vicrory. No particular reason other than it was definitely 
decided we could not get prosecution in the case. 

Mr. DeWrnp. But no such decision had been reached until August 
when it is decided it must be reached then one way or the other because 
Mr. Bolich is going to Washington / 

Mr. Vicrory. They wanted to clear the case up. 

Mr. DeWinv. That is what I am trying to get. What significance 
was attached to Mr. Bolich’s going to Washington that the case had 
to be cleared up before he left? Was there any reason you know of ‘ 

Mr. Vicrory. No particular reason other than we did at the time 
do everything to reasonably get hold of anything that you could work 
on as a prosecution case. 

Mr. DeWrnp. That is all, Mr. Chairman. 

Chairman Kine. You may be excused. 

We are in recess now until 2:30 this afternoon. It appears we will 
be back in our old committee room at that time. 

(Whereupon, at 12: 30 the hearing was recessed until 2: 30 p. m. the 
sume day.) 

AFTERNOON SESSION 


(The hearing reconvened at 2:30 p. m. in the Old Ways and Means 
Committee Room. ) 

Chairman Kine. Mr. Rutan, please. Will you be sworn. Do you 
solemnly swear the testimony you will give this committee will be the 
truth, the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Rutan. I do. 


TESTIMONY OF HOWARD H. RUTAN, SPECIAL ADJUSTMENT SEC- 
TION, BUREAU OF INTERNAL REVENUE, WASHINGTON, D. C. 


Mr. DeWinp. What is your full name, please / 

Mr. Rutan. Howard H. Rutan. 

Mr. DeWrnp. Are you in the Special Adjustments Section of the 
Bureau of Internal Revenue in Washington ‘ 

Mr. Rutan. I am. 

Mr. DeWinp. This morning, Mr. Rutan, the committee received 
testimony from Mr. Victory concerning the investigation in the Klein 
case. In the course of his testimony Mr. Victory indicated that there 
had been a considerable problem about coordinating the work of the 
Alcohol Tax Unit and the Income Tax Unit in connection with that 
investigation. He indicated that offers on the part of the Alcohol 
Tax Unit to provide assistance which might be helpful in the income- 
tax investigation had been rejected. Mr. Bolich, the special agent in 
charge, had not desired the cooperation. Are you familiar with that 
general situation ¢ 

Mr. Rutan. I am; yes. 

Mr. DeEWinp. What was your part init? Were you appointed to try 
to work out the coordination ¢ 

Mr. Rutan. My first connection with it was on December 23, 1947. 
On that date Mr. McLarney, Deputy Commissioner, called Mr. Carter 
and me to his office. 

Mr. DeWrnpv. Who called you 

Mr. Ruran. Mr. McLarney. 
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Mr. DeWinp. Was that the Deputy Commissioner in charge of the 
Income Tax Unit? 

Mr. Ruran. That is right. He told us that there had been some 
complaint by the Aleohol Tax Unit to Mr. Berkshire, who was then 
one of the Assistant Commissioners, that the Intelligence Unit w as 
not properly cooperating with the Alcohol Tax Unit special agent’s 
office in the investigation of the Klein case. Mr. Berkshire had relayed 
this complaint to Mr. W. T. Sherwood, the other Assistant Commis- 
sioner, and Mr. Sherwood had asked Mr. McLarney to assign me to the 
job of coordinating the activities of the Intelligence Unit and the 
Alcohol Tax Unit in connection with the investigation of this case. 
That was on December 23, 1947. 

I proceeded to that assignment and talked with Mr. Wolfe and Mr. 
Avis from time to time about this matter. I don’t know how well I 
succeeded as a peacemaker, but Mr. Wolfe and Mr. Avis are both sti!l 
very good friends of mine. 

Mr. DeWrnp. Mr. Rutan, could I ask you something unrelated to 
this? You say you started this in December 1947. At that time was 
there any discussion of the jeopardy assessment on the income-tax 
side? 

Mr. Ruran. No, that did not occur until February 1948, probably 
2 weeks before the jeopardy assessment was actually made. 

Mr. DeWinp. So at the time you started it was a matter of coordi- 
nating the tax fraud investigation and the Alcohol Tax Unit investi- 
gation; is that right? 

Mr. Rutan. That is right. 

Mr. DeWinv. What was the principal problem of coordination 
there? 

Mr. Ruran. As I understood it, Mr. Avis had discussed with Mr. 
Baradeb the matter of making available to the special agents office the 
vast amount of evidence they had accumulated in their previous in- 
vestigation and Mr. Avis, I believe, had offered to assign one or more 
of his agents to assist in the investigation. It was my “understanding 
Mr. Baradel had turned down his offer. I later learned that one of 
the bases for the turn-down of the offer was the fear that we might 
overstep the bounds of the United States-Canadian Tax Convention 
about furnishing information to other agencies. 

Mr. DeWrnpv. Was it your understanding that Mr. Baradel had 
turned this down on his own account, or that it was Mr. Bolich’s desire 
in the matter that the ATU be kept out of it ? 

Mr. Ruran. I personally don’t know whether Mr. Bolich had any- 
thing to do with it or not. I have never talked to Mr. Bolich about 
this case. I just don’t know. 

Mr. DeWinp. Mr. Victory this morning said that to his knowledge 
it was Mr. Bolich who——- 

Mr. Rutan. I listened to Mr. Victory’s testimony but I personally 
know nothing about that angle of it. 

Mr. DeWinpb. How were you led to believe Mr. Baradel had rejected 
the cooperation ? 

Mr. Reece. As I understand it, Mr. Baradel was down here in 


Washington and talked with Mr. Avis. He may later have, or prior, 
discussed the matter with Mr. Bolich. I know that later on I did 
learn that Mr. Bolich was still opposed to the association of Alcohol 
Tax Unit agents in the investigation even after we learned that the 





INTERNAL REVENUE INVESTIGATION 3259 


Canadian-United States treaty had no provisions for not furnishing 
information to other agencies. 

Mr. DeWrnp. If I understood your testimony, the ground on which 
the opposition had been placed was that by letting the ATU agents 
into the matter you might violate some understanding with the Cana- 
dian taxing authorities. 

Mr. Rutan. That was my understanding of the reasoning behind 
Mr. Baradel and/or Mr. Bolish in the original rejection of the offer. 

Mr. DeWrnp. Specifically, the violation would : ve been a violation 
of the Canadian-American Tax Convention ? 

Mr. Rutan. Yes. Later we checked that phase of the case, of the 
matter with Eldon King and found out that tax convention contained 
no such provisions. Mr. King said it had always been our policy not 
to give information to any bureaus outside of the Internal Revenue 
Bureau, but we all felt at that time the Alcohol Tax Unit and the In- 
come Tax Unit were brothers in the same family and it shouldn’t make 
any difference if we exchanged information with them about the Cana- 
dian matters. 

Mr. a Did you learn it to be a fact that the Canadian-United 
States Tax Convention has no provision in it against the use of infor- 
mation for any tax purpose whatsoever ¢ 

Mr. Rutan. Later, yes, sir. 

Mr. DeWrnp. Mr. Eldon King is the Special Deputy Commissioner 
in charge of negotiation of those treaties ¢ 

Mr. Rutan. In charge of all tax convention negotiations. 

Mr. DeWrnp. So Mr. Eldon King was the last word of authority 
in that matter and he said there was no foundation for any belief the 
information could not be freely discussed by all branches of the Inter- 
nal Revenue? 

Mr. Rutan. That is right. 

Mr. DeWrnp. Was Mr. King’s view of the matter conveyed to Mr. 
Bolich ? 

Mr. Rutan. It was conveyed to Mr. Wolfe and by him to Mr. Bolich, 
so I understand. I haven’t seen the memo but I am sure he did either 
call Mr. Bolich or send him a memorandum. 

Mr. DeWrnp. You maintained a diary, did you not, of the events 
that occurred in connection with this matter # 

Mr. Roray. I did. 

Mr. DeWrnp. By reference to that diary can you specify the prob- 
lems that you encountered in trying to work out this coordination so 
far as any resistance was conc erned on the part of the Intelligence 
Unit and Mr. Bolich? What opposition developed in addition to 
what you have said ? 

Mr. Rutan. I don’t know as I understand what you mean, Mr. 
DeWind. The main problem was that the Alcohol Tax Unit com- 
Spores that the Intelligence Unit men were not cooperating fully, and 

know after that Mr. Victory came to Washington and reviewed the 
evidence in their files and we had conferences with Mr. Avis and Mr. 
Armitage. That was the substance of the dispute all the way through, 
if that is what you mean. 

Mr. DeWinp. I gather that the Alcohol Tax Unit wanted something 
more than simply to open its files to the Intelligence Unit for whatever 
use the Intelligence Unit might decide to make of them. There was 
some positive coordination they were seeking. 
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Mr. Rutan. I think they would like to have the Intelligence Unit 
in turn open its files to the Alcohol Tax Unit. That was what Mr. 
Bolich and Mr. Baradel did not want to do. 

Mr. DeWrnpv. Was there alsoa problem of having the agents coordi- 
nate their work so that the Intelligence Unit agents and the Alcohol 
Tax agents would work in a single investigation, and not duplicate 
their efforts, and exchange information ? 

Mr. Ruvan. That was part of the same complaint. The Alcohol Tax 
Unit wanted one of its men or more to work with Mr. Victory so they 
wouldn’t get in each other’s way, you might say. 

Mr. DeWinp. The ATU had a tremendous amount of data concern- 
ing the Klein companies? 

Mr. Ruran. They did. 

Mr. DeW inp. Was the only reason advanced for not coordinating 
the work this Canadian tax convention thing which turned out to be 
unfounded ? 

Mr. Ruran. That was the only reason I was informed of. 

Mr. DeWinp. Were you able to work out the difficulty so that co- 
ordination was made of the investigations? 

Mr. Ruran. Well, the Alcohol Tax agents, as I understand it, were 
never permitted or did not work with the Intelligence Unit agents, but 
as far as the rest. of it was concerned, I think we were able to keep 
peace in the family. Mr. Avis was satisfied he would keep him gen- 
erally advised of just what was going on. 

Mr. DeWtnp. But coordination never ensued and the Alcohol Tax 
Unit agents never worked for the Intelligence Unit ¢ 

Mr. Rutan. Not that I know. I am sure they did not. 


Mr. DeWrnp. That was according to your later information because 
Mr. Bolich resisted after the Canadian tax convention matter had been 
eliminated ¢ 

Mr. Rutan. That is right. 

Mr. DeWinp. Do you know of any reasons advanced by Mr. Bolich 
after the first reason had been eliminated ? 

Mr. Ruran. No: I was not informed of such reasons if there were 


any. 
Mr. DeWrnp. Was not this a matter in which a coordinated investi- 


gation might have been very helpful to the Intelligence Unit? 

Mr. Ruran. I don’t know that I could give you an intelligent answer 
on that. I listened to Mr. Victory’s testimony. I would say it is very 
unusual for Aleohol Tax Unit agents to work with special agents in 
an investigation. I don’t know of any case where that. has happened. 
I don’t say it has not happened, but I have no knowledge of any case 
where they have worked together. 

Mr. DeWrnp. Did Mr. Avis tell you why he particularly wanted 
to do it in this case? 

Mr. Rutan. I don’t believe he did, except a general statement that 
they had made such a comprehensive investigation before Mr. Vic- 
tory started his investigation that he thought it would be helpful. 

Mr. DeWrinpv. Which is the Alcohol Tax Unit going after the Klein 
companies for, misbranding or misdescription of their product ? 

Mr. Rouran. I couldn’t answer that. I don’t know. 

Mr. DeWrnp. You don’t know about that aspect of their work? 

Mr. Rorayn. No. 
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Mr. DeWrnp. Then so far as you know from what Mr. Avis told you 
it was simply the Alcohol Tax Unit had amassed a tremendous amount 
of information—— 

Mr. Rutan. That is right. 

Mr. DeWinp. Concerning the Klein operations which he believed 
might be helpful in bringing the income-tax fraud forward, and that 
might in turn help him ? 

Mr. Rutan. That is right. 

Mr. DeWrnp. Was there any reason and policy why that coordina- 
tion should not have taken place ? 

Mr. Ruran. Any what? 

Mr. DeWrnp. Was there any reason why there should not have 
been this exchange of information, exchanging working on the 
investigations ? 

Mr. Roran. I know of no reason. 

Mr. DeWrnp. Did you ascertain for yourself whether or not you 
believed to put all of this working material together would have 
helped ? 

Mr. Routan. Mr. Victory came to Washington and spent several 
days in the ATU office. I was there with him part of the time. He 
examined every bit of evidence that ATU had. 

Mr. DeWinp. But ATU agents never were allowed to go out and 
work on the case / 

Mr. Ruran. I am very sure they were not, that is, not with Mr. 
Victory. I don’t know what they did on their own. 

Mr. DeWinp. How long were you engaged in trying to work these 
two units together? 

Mr. Rutan. My conection with the case terminated on, I think, 
June 10, 1948. At least that is the last entry I have in my diary. I 
may have had some slight connection with it thereafter. 

Mr. DeWrxp. In the meantime the jeopardy assessment had been 
imposed on March 3, 1948? 

Mr. Ruran. Yes, sir. 

Mr. DeWinp. Are you familiar with the circumstances surround- 
ing the jeopardy assessment ? 

Mr. Rutan. Yes, sir. 

Mr. DeWrnp. How did it come to be levied ? 

Mr. Roran. Our first entry in the diary that had any connection 
with the jeopardy assessment was February 10, 1948. Mr. Wilmer, 
the agent in charge in Baltimore, called me and stated that Revenue 
Agent Noland uncovered some evidence so important that he could 
not repeat it over the phone nor write it in a letter, and that he 
wanted to send Noland and Harvey Bauer over here Thursday morn- 
ing to talk to me about it. I suggested that such information be 
given to Special Agent Victory rather than to me but he insisted 
he wanted me to know about it. So it was arranged that Noland 
and Bauer come in at 10 o’clock Thursday and meet with me and 
Harold Lane and that Lane could then see that Victory be informed 
as to new developments. Then on February 12, which I presume 
was Thursday, Noland and Bauer reported and we proceeded to Mr. 
Lane’s office for a discussion of this late development. It was at 
this discussion they called to our attention that Mr. Klein had two 
different reservations for the beginning of a world cruise, one late 
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in March and one in April. In view of this situation it was our 
combined judgment that consideration be given at once to the desir- 
ability or the advisability of making jeopardy assessments against 
Hyman Klein and his various corporations sufficient to hold all known 
assets in this country. Mr. Lane stated he was going to New York 
the following Monday and he would see Special Agent Victory and 
inform him of the latest developments and arrange for him to come 
down to Baltimore for a discussion of the revenue agents relative to 
this new evidence and looking toward a possible recommendation for 
jeopardy assessment. 

Mr. DeWrnp. Was there any particular fear that some particular 
property might be moved from the country ¢ 

Mr. Ruran. Well, we knew he had a lock box in Baltimore. We 
thought there might be several million dollars worth of Government 
bonds in the box. 

Mr. DeWinp. You had information to that effect? 

Mr. Rutan. Well, we knew that he had purchased between two and 
three million dollars worth of Government bonds. We didn’t know 
where they were. It was rather logical to assume that they might be 
in that box. 

Mr. Kean. Mr. Chairman. 

Chairman Kine. Mr. Kean. 

Mr. Kean. Mr. Noland, then, was the man who was responsible 
chiefly for putting the jeopardy assessment on# He was the one who 
suggested it? 

Mr. Ruvran. I wouldn’t say he was responsible. 

Mr. Kean. He called the attention of the Bureau on the thing and 
he was the one 

Mr. Rutan. He was the one who learned of these two steamer 
reservations. 

Mr. Kean. He was the one sent to Oklahoma ¢ 

Mr. Rutan. I know nothing about that. He is still in Baltimore as 
far as I know. 

Mr. Kean. He was transferred to Oklahoma. 

Mr. Rutan. I didn’t know that. 

Mr. DeWrnp. I think you had just said that you believed that he 
had purchased some three to four million dollars, was it, of Govern- 
ment bonds, and they might be in that safe-deposit box ? 

Mr. Rutan. That is might. Then he had substantial bank balances 
and three or four hundred thousand dollars. 

Mr. DeWinp. Was there any evidence of any effort to remove prop- 
erty from the safe-deposit box ¢ 

Mr. Rutan. No. 

Mr. DeWrnp. It was simply that there had been a lot of cash and 
bearer security transactions carried on by these people and his decision 
to take a world cruise seemed to you to be the time when you must 
get hold of the available assets? , 

Mr. Rutan. That was our position; yes, sir. 

Mr. DeWrnp. Do you know in fact whether there were reservations 
for a world cruise? Was that accurate information you received ? 

Mr. Rutan. No; I don’t. I have read in the newspaper that he 
had reservations for a 10-day cruise out in the ocean. I don’t know. 
I didn’t see them. 
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Mr. DeWrnp. But information on which you acted at that time was 
there were reservations, these two sets, for a world cruise ¢ 

Mr. Ruran. That was the information we received from Mx. Noland. 

Mr. Curtis. Where was Mr. Noland working on the case then ? 

Mr. Rutan. He was in Baltimore. 

Mr. Curtis. Did he get his information there, or had he been out 
traveling on this case, too? 

Mr. Ruran. I couldn’t answer that. I presume he got the informa- 
tion in Baltimore because Mr. Klein lived in Baltimore and I imagine 
was sailing from Baltimore. 

Mr. Curtis. Do you know whether the information came from 
steamship lines or ticket agencies or whether it came through an 
informant ? 

Mr. Rutan. I do not know how he received the information. I 
knew at the time. I have forgotten now. 

Mr. Curtis. But you are pretty sure the information you had at 
that time was pertaining to a world cruise and not a 10-day cruise 

Mr. Rutan. That is the way I recorded it in my diary. 

Mr. Curtis. That was the way you recorded it at that time ? 

Mr. Rutan. At that time, that day. 

Chairman Kine. If it were true, and I don’t mean to imply that 
it was, but if it were true that a person was wishing to leave the 
country and escape process here, it wouldn’t make much difference 
whether he went for 10 days or 6 months so long as he touched at 
some foreign port where he could disembark, would it ? 

Mr. Ruran. If his idea was to take his bank balance out of the 
country and hide them in 10 days he might get as far as Bermuda and 
back. I don’t know. I don’t know where he was going. 

Chairman Kina. I understand this anticipated cruise was to touch 
several South and Central American ports, so for that purpose it 
wouldn’t make much difference had he been going on an extended 
cruise or going to any point in Central or South America. 

Mr. Ruran. I think we would have taken the same action had we 
known he was going to any port outside the United States. 

Mr. DeWrNv. What information was ever made available to the 
Alcohol Tax Unit out of the Intelligence Unit files? 

Mr. Rutan. Of my own knowledge I couldn’t say any was. I don’t 
know. I don’t say some wasn’t but I don’t know any was made avail- 
able to them. 

Mr. DeWinp. Mr. Chairman, I have here a letter dated March 
i5, 1952, from Tulsa, Okla., from Mr. Norman Noland, which is 
addressed to Mr. Frank W. Lohn, head of the Intelligence Division, 
Bureau of Internal Revenue, Washington, in connection with the 
Hyman Harvey Klein case. Mr. Noland was not able to be here. 
We have this letter which sets out his part in the case to the best of 
his recollection. It is a long letter and perhaps the best thing would 
be to make it part of the record. There are two passages which I 
think are of particular interest. 

Chairman Kine. Read the two passages. 

Mr. DeWrnp. He says: 

I cannot remember who it was at this time, but during the examination 
some Bureau employee informed me that a great deal of animosity had 


developed between Mr. Bolich and one or more other Bureau eniployees as 
a result of this case. I know that Mr. Avis and other Alcohol Tax Unit 
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employees were very much disappointed because Mr. Bolich had given orders 
specifically forbidding the Income Tax Unit agents from divulging any infor 
mation or evidence which would assist them in their investigation, but I 
cannot say the animosity referred to was in the Alcohol Tax Unit because the 
employees of this division continued to go out of their way to render any assist- 
ance or furnish any evidence requested of them. 


Then another paragraph: 


It is my belief that something happened to cause the investigation by the 
special agent on the case to terminate his inquiry prematurely and before the 
most essential evidence had been fully developed upon which a recommenda- 
tion for prosecution or nonprosecution could be based. Mr. Harvey A. Bauer, 
my immediate superior during the examination stated that the investiga- 
tion had been made “under wraps” or words to that effect. 


The rest of the letter is a four-page document. Can it be made 
a part of the record ? 
Chairman Kine. Without objection that will be done. 
(The letter referred to is as follows:) 
Tusa, OKLA., March 15, 1952. 


Re Hyman Harvey Klein, Baltimore, Md. 


Mr. FRANK W. LouN, 
Head Intelligence Division, Bureau of Internal Revenue, 
Washington 25, D. C. 

Complying with your request of March 14, 1952, relating to information con- 
cerning the investigation of the above-named taxpayer, I will outline the facts 
und circumstances surrounding the case as best I can from my memory and from 
names and dates contained in my appointment records and records of time 
charged to cases. <All of my work papers and notes on the case were filed in 
the office of the Internal Revenue Agent in Charge at Baltimore. 

Listed below are the Bureau employees who assisted me in the investigation, 
either directly or in an advisory capacity, and their positions at the time of the 
examination: 

New York Division: 
Daniel W. Bolich, Special Agent in Charge. 
Thomas J. Victory, Special Agent 
Baltimore Division : 
J. C. Wilmer, Agent in Charge 
Harvey A. Bauer, Internal Revenue Agent 
Watson Leese, internal revenue agent 
Washington: 
Ek. I. MeLarney, Deputy Commissioner 
M. B. Leming, Office of the Chief Counsel 
Raymond L. Joy, Assistant Head Penal Division 
Philip A. Bayer, Division Counsel, Technical Staff 
J. W. Carter, Chief, Special Adjustment Section 
Howard Rutan, Special Adjustment Section 
Kkdward M. Woolf, Technical Staff 
G. W. Feidt, Technical Staff 
Harold Lane, Asst. to Chief, Special Intelligence 
D. E. Avis, Deputy Commissioner 
Harry Lieberman, S. I. Alcohol Tax Unit 
Victor L. Armitage, S. I. Alcohol Tax Unit 
Complete cooperation and most valued assistance was given by these officials 
of the Government of Canada under the provisions of the Tax Convention: 
James Maxwell Fell, Acting Director, Intelligence Branch, Department of 
National Revenue. 
Eric W. Thomas, Special Intelligence Agent, Department of National 
Revenue. 
William Lang, Foreign Exchange Control Board. 

I cannot remember who it was at this time, but during the examination some 
Bureau employee informed me that a great deal of animosity had develope: 
between Mr. Bolich and one or more other Bureau employees as a result of 
this case. I know that Mr. Avis and other Alcohol Tax Unit employees were very 
much disappointed because Mr. Bolich had given orders specfically forbidding 
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the Income Tax Unit agents from divulging any information or evidence which 
would assist them in their investigation, but I cannot say that the animosity 
referred to was in the Alcohol Tax Unit because the employees of this division 
continued to go out of their way to render any assistance or furnish any evidence 
requested of them. 

I do not know Mr. Stewart Berkshire, and I do not recall his connection with 
the case. 

It is my belief that something happened to cause the investigation by the special 
agent on the case to terminate his inquiry prematurely and before the most 
essential evidence had been fully developed upon which a recommendation 
for prosecution or nonprosecution could be based. Mr. Harvey A. Bauer, my 
immediate superior during the examination stated that the investigation had 
been made “under wraps” or words to that effect. 

Principal taxpayers involved in the case were: 


Officers and directors of United Distillers of Canada, Ltd. (hereinafter referred 
to as Klein et al.): 
Hyman H. Klein 
Isidore J. Klein 
H. L. McLennan 
G. W. Norgan 
Employees of Klein et al.: 
Ellis Rosenberg 
William Rokoff 
Harry M. Silver 
Domestic corporations owned by Hyman H. Klein: 
H. Harvey Co. Ltd. 


Kirby & Kirby, Ltd. 
Representatives who appeared for the taxpayer during the examination were: 


Henry G. Burke, Mr. Older: Burke, Landsberg, & Gerber, certified publie ac- 
countants, Baltimore, Md. 

Mr. Simpson, Mr. McClean: Root, Ballantine, Harlan, Bushby, & Palmer, attor- 
neys of New York City 

Richard Kileullen: MeClean & Kilcullen, attorneys, New York City. 


The income-tax returns of H. H. Klein were assigned to me for examination 
by Mr. J. C. Wilmer personally, on November 3, 1947, with the admonition that 
the investigation might have far-reaching consequences and that I should follow 
the Regulations to the letter in conducting my part of the investigation. He also 
told me at this time that the investigation would be made jointly with Mr. Thomas 
J. Victory, Special Agent, who would, of course, have jurisdiction over the investi- 
gative procedure. Revenue Agent Bauer was designated to act in an advisory 
capacity on the case 

It was my understanding, when the returns were first assigned to me, that 
the principal issues involved were fairly simple. The question was whether 
or not the unreported income resulted from the operations of Klein et al. in the 
United States, and more specifically at Baltimore. That if the investigation 
developed that the operations had been carried out in Baltimore and in the 
United States by Klein et al., then, the most conclusive evidence of fraudulent 
intent would be their efforts to conceal the facts that the business was conducted 
in the United States It was my understanding that the investigation would 
develop the facts with respect to these questions. It is now my opinion that the 
case Will stand or fall on this point, and notwithstanding its importance, the 
investigation was abruptly tefminated without an effort to develop all of the 
facts bearing on this question. For example, photostat copies of the books of 
several of the dummy corporations which were used as vehicles by Klein et al 
were obtained from the agents in Canada, the handwriting and other evidence in 
these books indicated that they were kept by William Rokoff, an employee in 
Klein's Baltimore office, but the special agent on the case never made any attempt 
to question Rokoff about these books, or about his other activities which were 
carried on in Baltimore under the direction of H. H. Klein. 

The examination was terminated before the special agent could take a state- 
ment or testimony from any of the other principals or witnesses above-named 

Minor collateral issues of a more technical nature were involved with respect 
to the application of Section 45 and as to the application of the “Gregory doc- 
trine.” It was my opinion that these minor issues were a “litigation-prolonger’s” 
paradise and that they should not have been allowed to interfere with the de- 
velopment of the facts surrounding the real issue in the case. 
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The procedure followed in the investigation was to trace the shipments of 
whiskey from the distillery in Canada and the funds in payment therefor to the 
various bank accounts in New York and Baltimore which were subject to the order 
of Hyman H. Klein. The original funds in payment for the whiskey could be 
traced into his bank accounts without much difficulty. Later, however, these 
funds were transferred from one bank account to another (some to banks in Can- 
ada), and were converted into securities which were transferred from corpora- 
tion to corporation so that it was not possible to make an exact determination of 
the division of profits. In this connection photostat copies were obtained from the 
agents in Canada of an audit report which disclosed that an accounting had been 
made by a firm located in New York City. I cannot remember the name of this 
firm but the report indicated that an accounting had been made of substantially 
all of the unreported income just prior to the time when the spoils were divided 
by Klein et al. I do not know of any attempt by the special agent to develop the 


facts pertaining to this audit. 

I have no knowledge of the reason which compelled Special Agent Victory to 
terminate his investigation so abruptly, this action was a complete surprise to 
me since I believed that the investigation was intended to develop the facts 
relating to the issues as I have outlined them above. 

I have heard remarks that it was highly significant that Mr. Bolich was pro- 
moted to Deputy Commissioner almost immediately following the recommenda- 
tion by his office for nonprosecution in the Klein case. 

I have also heard that Judge Samuel Rosenman had some connection with the 


Klein case but I do not know what it was. 

| can be reached by telephone in Tulsa at 5-9161, extension 105. 

NorMAN NOLAND, Internal Revenue Agent. 

Mr. DeWrnp. Mr. Rutan, you have told us all of the information 
bearing upon this Alcohol Tax Unit and Intelligence Unit matter 
that you have? 

Mr. Ruran. Yes, sir. 

Mr. DeWrinp. That is all. 

Chairman Kine. You may be excused. The committee appreciates 
your cooperation and information that you have given. 

Mr. Avis, will you be sworn? Do you solemnly swear the informa- 
tion you shall give in this investigation shall be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Avis. I do. 


TESTIMONY OF D. E. AVIS, DEPUTY COMMISSIONER, BUREAU OF 
INTERNAL REVENUE, WASHINGTON, D. C.—Resumed 


Mr. DeWrnp. I think earlier in the record we established your title 
and position. You are now the Deputy Commissioner in charge of 
the Alcohol and Tobacco Tax Division ¢ 

Mr. Davis. That is correct, sir. 

Mr. DeWrnp. You were in charge of the ATU investigation of 
Klein, were you? 

Mr. Avis. Yes; generally. 

Mr. DeWinp. There has been reference here to information that 
the Alcohol Tax Unit would have liked to have obtained from the 
Intelligence Unit. Did you ever get that information ? 

Mr. Avis. No, sir, Mr. DeWind. There was no information turned 
over to the Aleohol Tax Unit by the Intelligence Unit. 

Mr. DeWinp. Could you please tell the committee what you were 
doing in this case and just what was the information the ATU was 
trying to get ¢ 

Mr. Avis. Perhaps if I could have 3 or 4 minutes, I could clarify 
this whole issue for the committee, Mr. Chairman. 
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First of all, the OPA undertook this investigation in June 1948 
They continually conferred with me by virtue of the fact that we had 
been handling all the OPA cash-sale money liquor cases. In November 
they located the bank accounts in New York of these Cuban corpora 
tions. After those bank accounts were located, I suggested that they 
confer with the Intelligence Unit, which they did. In December 
1946 a treble-damage suit was instituted by the OPA. In February 
1947 the grand-jury investigation was undertaken that involved the 
fraudulent price ceiling. There was a great deal of difficulty en- 
countered in locating the witnesses in Canada. I think the funds were 
provided for one of the witnesses to come to the United States. The 
witness either disappeared or returned the funds, I believe. Anyway, 
he didn’t appear. 

In May 1947 the Alcohol Tax Unit took over the case. There has 
been considerable testimony here about the difficulties that the Alcohol 
Tax Unit had with the Intelligence Unit. There was some initial 
discussion as to a joint investigation shortly after we took over the 
case from the OPA. This matter of the Canadian convention treaty 
was involved. There was a decision made that we should go ahead 
and undertake our own investigation. We did so. 

Our objective was to show this business of these Cuban corporations 
through the person of Hyman Harvey Klein was conducted in the 
United States. We developed a great deal of evidence in that regard. 

Insofar as the difficulties that we had with the Intelligence Unit, 
they arose, if you want to describe them as difficulties, in December 
1947, nothing more than an effort on my part to make available the 
evidence which we had developed in our investigation. I discussed 
the matter with Mr. Berkshire, he in turn with Mr. Sherwood, and 
then Mr. Rutan was assigned. About that time Mr. Baradel came 
down from New York and I had extended conferences with him. Mr. 
Victory was sent down, went over our files, and almost immediately the 
jeopardy assessment was issued. That is pretty much the situation. 

Mr. Curtis. How extensive was your investigation of these Klein 
operations? Did you have men working on it? 

Mr. Avis. Our investigation was very extensive. Mr. Congressman, 
our jurisdiction here was twofold. First, we had jurisdiction to in- 
vestigate OPA liquor cases. Second, we had jurisdiction to investi- 
gate violations of the Federal Control Administration Act. We 
cloaked our investigative operation behind those two jurisdictional 
features. Actually our purpose was to establish that these corpora- 
tions did business in the United States through Mr. Klein, and its 
underlying purpose was the establishment of tax liability. 

Mr. Curtis. To do that you had to reach out over quite a wide ter- 
ritory. 

Mr. Avis. We investigated this case all over the United States. As 
a matter of fact, after extensive preliminary arrangements, we ar- 
ranged to have investigators go into a hundred wholesale houses simul- 
taneously on the same day and to interrogate the proprietors and own- 
ership concerning the circumstances under which they arranged to pur- 
chase this liquor. 

Mr. Curtis. So during that simultaneous action you had to have 
men in many different places at the same day ? 

Mr. Avis. That is correct. We used all our field office facilities. 
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Mr. Curtis. Those were men who were acquainted with the usual 
and normal operations of the liquor industry and knew their method 
of doing business? 

Mr. Avis. That is right. 

Mr. Curtis. No doubt many of them knew the reputation of various 
concerns and where they could get reliable information ? 

Mr. Avis. That is right. 

Mr. Curtis. So you had at least a hundred men working on it. 

Mr. Avis. On that particular occasion at least that many; probably 

was closer to 200 that particular day. 

Mr. Curtis. For that particular operation it took a big number, 
but you had quite a number working on the proposition generally ¢ 

Mr. Avis. We did. We used whatever personnel was necessary. 
We considered this the most important case before the Unit and dur- 
ing that period of time we handled at least 200 major black-market 
cases Involving cash operations running into millions of dollars. 

Mr. Curtis. It was my understanding that you did do a very thor- 
ough and extensive job of investigating. I merely wanted to get the 
information for the record. Aside from these special occasions where 
you had to have a lot of men act at once, about how many? Just give 
us an idea how many people worked on this case. 

Mr. Avis. We had five or six or seven of our best men we had in our 
offices on a special detail working under the direction of the heads for 
3 or 4 months. They were augmented by whatever personnel in the 
district offices that were necessary. I would say that maybe on the 
average the year or more we worked on this situation perhaps 10 men 
would be engaged on a full-time basis at least. That would take into 
consideration the hundred or more that were employed just for 2, 3, or 
4 days or a week at the time we made these extensive inquiries. 

Mr. Curtis. Did you make investigations concerning Mr. Klein as 
to where he would show up apparently doing business, and so on? 

Mr. Avis. We tried to determine where he was every day from the 
time he undertook these operations until he concluded them. We tried 
to reconstruct his movements, his actions in every respect. We 
thought that was essential to showing this business was conducted in 
the United States. That was what we were out to prove, and to es- 
tablish that thing we felt all other aspects of the case properly be- 
longed in the Intelligence Unit. 

Mr. Curtis. In other words, the big issue in this case was to find 
out whether this income was earned inside the United States or out- 
side? 

Mr. Avis. In my opinion that was the virtually only issue from 
what I knew about the situation. I am not an income-tax man. 

Mr. Curtis. After that issue was determined by the facts which 
your men could gather, then it would be up to the taxmen to determine 
the tax consequences ? 

Mr. Avis. Exactly. 

Mr. Curtis. Did you make any finding as to whether this income 
was earned in the United States? 

Mr. Avis. I think we did; yes. I think the evidence was over- 
whelming. 

Mr. Curtis. What was that decision ? 

Mr. Avis. Our evidence all showed this business was conducted in 
the United States and this corporate structure was a sham; and if we 
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failed to establish the fact that the price ceiling was fraudulent, I 
— this committee has pretty well nailed that down now. There 

“ally was no decision. We turned our evidence over to the Intel- 
rea Ag nit. 

Mr. Curtis. To whom was that turned over? 

Mr. Avis. It was turned to Mr. Victory. He came down and went 
through our files. I believe I said this before, but if I didn’t I want 
to make it clear that Mr. Baradel did come down here. Two of us 
had an extended conference. As a result of that conference Mr. Vic- 
tory came down and spent about 2 weeks in our office. As the result of 
his work-and Mr. Rutan’s work, the jeopardy assessment was issued. 
It undoubtedly predicated on the proposition this business was con- 
ducted in the United States. 

Mr. Curtis. In addition to what information he got in his 2 weeks 
perusing your files, he had the benefit of any conferences and oral 
inquiries he wanted to make of you people? 

Mr. Avis. He certainly did. I heard his testimony, and I can’t 
quite fathom how he could have been under the misconception we 
had any other objective other than to establish this business was 
conducted in the United States. Although he was quite correct in 
saying that we did go into these other aspects, it was merely a 
cloak or a subterfuge in order to properly conceal from the parties 
our purpose in the investigation. 

Mr. Curris. When Mr. Victory came down and spent this time, 
that was upon the invitation of you or someone else in the ATU? 

Mr. Avis. Yes; it was on our invitation. I spoke to Mr. Berk- 
shire, the Assistant Commissioner, about it, and he arranged it. This 
discussion, my recollection of it about the joint inquiry, took place 
early in the investigation. There may have been some subsequent 
discussion after the jeopardy assessment also. There was, as has 
been testified here, this question of whether or not we would have 
the benefit of the investigations of the Intelligence Unit and the 
developments of the Canadian unit. 

Mr. Curtis. The men working on the income-tax angle of it out- 
side the ATU, they had or could have had all along rather complete 
knowledge of the extensiveness and thoroughness of your investi- 
gation ? 

Mr. Avis. You mean the special agents of the Intelligence Unit? 

Mr. Curtis. Yes. 

Mr. Avis. They certainly could. 

Mr. Curris. Did they frequently ask you for progress reports? 

Mr. Avis. After Mr. Victory came down and spent a couple of 
weeks in our office, there were several conferences. 

Mr. Curtis. When did he come down? You gave the date. 

Mr. Avis. As I recall it, it was about January or February 1948, 

Mr. Curtis. That ys just a month or two before the jeopardy 
assessment was put on? 

Mr. Avis. Yes. It is quite possible that he was on his second trip. 
He was down there several times and on one occasion made a most 
extensive examination of our files and took away a great many 
documents. 

Mr. Curtis. Prior to January of 1948, was there any communica- 
ow received from the special agents that would indicate urgency on 
the r part to get an answer soon ¢ 
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Mr. Avis. No, sir; there was not. The difficulty of this thing now, 
as Mr. DeWind has suggested, was a lack of ye tee There 
was that. There was perhaps some reason for it. I don’t say that 
the reasons were adequate, but there was some reason and some objec- 
tion on their part. Quite frequently the Intelligence Unit doesn’t 
find it to their advantage to work with us in the cases. We work dif- 
ferently and we work much faster. 

Mr. Curtis. You may not want to answer this question—and, if 
not, I will withdraw it—but did you have a feeling that there was 

1 lack of enthusiasm for the establishment of a case on the part of 
the Intelligence Unit ? 

Mr. Avis. I certainly did not prior to the time that the jeopardy 
assessment was issued. I regarded the issuance of that jeopardy 
assessment as evidence on their part that they were out to make 
not only a civil case but a criminal case; that is, if the facts warranted 
it. I wasn’t familiar with this maneuver as far as this capital-gains’ 
declaration was concerned. 

Mr. Curtis. That is all. 

Chairman Kine. Prior to the jeopardy assessment, am I correct in 
assuming that you did have some misgiv ings ¢ 

Mr. Avis. No. If I said “prior”, I cert: ainly didn’t have any prior. 

Without interpreting the closing of it—I certainly don’t want to 
express an opinion in that respect, Mr. Chairman. 

Chairman Kine. I can understand. 

Mr. Avis. I think it is purely speculative on my part and particu- 
larly speculative as of that time. I might be necessarily influenced 
by subsequent events. 

Chairman Kine. I think the committee can understand that. The 
facts speak for themselves pretty well. 

Mr. DeWrnp. The investigation, Mr. Avis, that you conducted 
after the jeopardy assessment, went on; you went right ahead 
working ? 

Mr. Avis. Yes, sir. 

Mr. DeWrnp. Did Mr. Bolich and the Intelligence Unit know 
you were going ahead ? 

Mr. Avis. Ti imagine so, Mr. DeWind. 

Mr. DeWtnp. Victory knew you were going ahead ¢ 

Mr. Avis. Let me say yes, because after the jeopardy assessment 
I am sure there were two or three conferences more between Mr. 
Armitage and Mr. Victory. 

Mr. DeWrnp. Mr. Armitage was one of your men ? 

Mr. Avis. Yes, sir. The fact of the matter is, he was more or less 
directing the investigation. 

Mr. DeWrxp. Mr. Victory testified in effect this morning that Mr. 
Bolich was kept informed about every development in this case, and 
Mr. Baradel said that Mr. Bolich watched Victory at every step. 

What stopped your investigation? It was going along, and then 
what happened to it? 

Mr. Avis. We continued our investigation up to September 9, 1948, 
at which time I received a memorandum from the Deputy Commis- 
sioner Carroll Mealey, which I have. 

Mr. DeWrnp. Could you read that? Is it short? 
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Mr. Avis. Yes. It is dated September 9, 1948, addressed to me 
[reading]: 

Will you please prepare for me for use early next week a report of what the 
Alcohol Tax Unit has accomplished in the Harwood investigation. Also please 
advise me in the memorandum the number of speciai investigators, investigators, 
and other employees who are presently engaged in this investigation and the 
location of such employees. I would like to know whether, up to the present 
time, we have any definite evidence of any violation of the ATU laws or 
regulations. 

Mr. DeWinp. Mr. Mealey, in addition to sending this memorandum, 
did he tell you why he wanted to get this report so rapidly ¢ 

Mr. Avis. Mr. Mealey sometime in between September 9 and Sep- 
tember 16, when I rendered my memorandum, indicated to me that 
this memorandum was being secured at Mr. Bolich’s request. In other 
words, what conferences I had with Mr. Mealey left me with the very 
definite impression that his request was made at the request of Mr. 
Bolich. 

Mr. DeWinpv. Mr. Bolich had become the Assistant Commissioner 
on September 1, 1948. 

Mr. Avis. That is right. 

Mr. DeWinpv. Then on September 9 you were asked to get up this 
report. I understood you to say by September 16 you had your report ? 

Mr. Avis. Yes; on September 16 I rendered a very extensive mem- 
orandum., 

Mr. DeWinp. Could you briefly summarize what you said in that 
memorandum as to the status of the investigation ? 

Mr. Avis. This memorandum dealt first with what we considered 
the scope of this case and, secondly, the reasons that we undertook the 
investigation. 

Mr. DeWrnp. Then,in summary, it is a fact that you had been trying 
to be of assistance in the income-tax fraud. 

Mr. Avis. Exactly. I will summarize this paragraph by paragraph 
if you want me to, but that was the general gist of it. 

Mr. DeWinv. How many agents did you say were working on the 
case ¢ 

Mr. Avis. At that time there were only four or five. 

Mr. DeWinp. What did you say in general about the results that 
had been produced? Did you indicate they were hopeful or not much 
or what? 

Mr. Avis. Let’s see if I can’t give you that answer. I don’t find it 
here, but the effect was that we felt that we had conclusively estab- 
lished that this business of these Cuban corporations was conducted 
in the United States through the person of Mr. Klein. We thought 
our evidence was rather conclusive on that point. 

Mr. DeWtnp. Did you make any recommendation concerning what 
continuing investigations should be made, or was that not a part of 
your report ? 

Mr. Avis. That was not a part of my memorandum. TI merely set 
out the facts in as much detail so that anyone reading this memoran- 
dum would have our appraisal of not only the scope of this investiga- 
tion but what we had accomplished in particular reference to the con- 
ducting of this business in the United States. 

Mr. DeWinp. At that time had you been informed in any way that 
the income-tax fraud investigation had been dropped on August 314 
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Mr. Avis. On September 9, I had no information on that matter. 
As a matter of fact, my memorandum clearly indicates this: That dur- 
ing the preliminary process of preparing it I received information 
that the criminal case was being closed by the Intelligence Unit. My 
entire memorandum is slanted from that point. In other words, I took 
the position there was no use of our going through the motions of in- 
vestigating these technical violations of the Federal Aleohol Admin- 
istration Act if the income-tax case was to be closed, because I felt that 
there was an abundance of evidence to sustain the jeopardy assess- 
ment that had already been made. 

Mr. DeWrtnp. Prior to August 31, 1948, did the Intelligence Unit 
get any summary from you or any report from you as to what you 
had been able to develop? 

Mr. Avis. Mr. DeWind, the Intelligence Unit had free access at all 
times to our files. 

Mr. DeWrnp. I understand that, but at or about the latter part of 
August did they find out up to date what you had produced ? 

Mr. Avis. I don’t believe they did. I don’t know when Mr. Armi- 
tage’s last conference with Mr. Victory was, but I am under the im- 
pression that it was considerable time before that. I don’t think Mr. 
Victory had made any recent examination of our files. I could be 
mistaken about that. 

Mr. DeWrnp. Is there any way which you could find out whether 
the Intelligence Unit had the advantage of your findings when they 
made the decision to drop the case? The findings you had made 
up —— 

Mr. Avis. Which decision was made prior to the date of my memo- 
randum. It was August 30 or 31. 

Mr. DeWrnp. Did they have a current report? 

Mr. Avis. No. They at no time, as far as I recall, asked us for any 
reports. They understood that our files were open to them at all 
times; and, if we got any evidence that we considered particularly im- 
portant, I think that was being supplied them—any statements that 
weren’t of a cumulative nature. 

Mr. DeWtnp. On September 16 you had finished your memorandum 
on this and turned it over to Carroll Mealey, and then what happened / 

Mr. Avis. On the same date I received a memorandum from Mr. 
Mealey instructing me to close the investigation of the Alcohol Tax 
Unit. 

Mr. DeWrnp. Did that memorandum indicate that no action was 
to be taken in connection with any violations and that the income-tax 
case had been dropped, or did it just tell you to drop yours? 

Mr. Avis. It is about five lines. I will read it. The memorandum 
reads: 

In view of the fact that we have been unable to secure any direct evidence on 
any violations of the provisions of the Federal Alcohol Administration Act, yo 
are hereby directed to discontinue any further investigation on this case. You 
will, therefore, please assign the three investigators working on this case to other 
duties. 

Mr. DeWinp. That was in the light of your memorandum that 
said you were never trying to establish the technical violation of the 
Alcohol Tax Act, anyhow ? 

Mr. Avis. That is right. 

Mr. Kean. What date was that? 
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Mr. Avis. That was on September 16, 1948. 

Mr. Kean. When did you send them your memorandum ¢ 

Mr. Avis. On that same date, sir. 

Mr. Kean. Was it a long memorandum ? 

Mr. Avis. Well, I would say the principal memorandum is 5 single- 
spaced pages, and is supported by 1 exhibit of 4 pages and another 
one of 16 pages. 

Mr. Kran. Was your memorandum sent interoffice so it would 
have reached him before he wrote his answer ? 

Mr. Avis. Yes. I am very certain that Mr. Mealey received my 
memorandum before he wrote this. 

Mr. DeWinv. When did you transmit it to him? Does your diary 
record show you gave it to him on the morning of the 16th ¢ 

Mr. Avis. I do have a recollection of this, which I think is confirmed 
by a couple of my associates who did give me some assistance in as- 
sembling the material, it was sometime in the morning, the early 
morning; by, I would think, perhaps not later than 10 o’clock. 

Mr. DeWinp. And you received the reply before the close of busi- 
ness on the same day ¢ 

Mr. Avis. I don’t know whether I received it or not, but it is dated 
the same day. 

Mr. DeW inp. Did anybody else get your memorandum and report ? 
You sent it to Mr. Mealey, but did you send it to anybody else ? 

Mr. Avis. No, sir. 

Mr. DeWinpv. Did Mr. Bolich get a copy of it? 

Mr. Avis. That is largely a matter of opinion on my part. I am 
under the impression that he did, because that was the purpose of 
getting the report, the determination of the status of our investigation, 

Mr. DeWrnp. But you had no specific information that Mr. Bolich 
had received your report or been told about it ? 

Mr. Avis. Other than the impression that I had from the conversa- 
tions that I had with Mr. Mealey at the time. 

Mr. DeWinp. This memorandum to you of September 16 from Mr. 
Mealey, the one that says to drop the case, at the bottom of that ap- 
pears, “Copy, Mr. Bolich,” so he got a copy of that. 

Mr. Avis. Yes, sir. 

Mr. DeWinp. Who is Mr. Joy? 

Mr. Avis. Joy, I think he was a former assistant general counsel. 

Mr. DeWrnpv. In Mr. Oliphant’s office ? 

Mr. Avis. Yes; I believe so. I think he is deceased. 

Mr. DeWinpv. Who is Mr. Bayer, Phil Bayer? 

Mr. Avis. I do not know. I do not recall. 

Mr. DeWinp. My impression is he may have been division counsel 
in the Atlantic division. 

Mr. Avis. It is very possible. 

Mr. DeWinp. Mr. Chairman, taken from the records of Mr. Oli- 
phant’s office, on September 16, 1948, the date Mr. Avis is referring to, 
there was a telephone call to Mr. Oliphant from Raymond Joy, “Re 
Heyman Kline”: 

Mr. Joy said the Kline case was in the Atlantic Division, that they had just 
received last week the agent's report deciding no prosecution. It is on appeal 
from the jeopardy assessments. 


That was at 10:30 in the morning. 








3274 INTERNAL REVENUE INVESTIGATION 


Immediately after that, Mr. Oliphant called Mr. Bayer and the 
note is: 

Charles Oliphant asked if the Kline case was in Atlantic Division. P. A. Bayer 
said it was, that answer had been filed and a reply received, that the case was 
not at issue, that Howard Rutan had told him he was forwarding the revenue 
agent’s report. 

Shortly after that, Mr. Oliphant called Howard Rutan and the 
following conversation ensued, according to the report : 


OLIPHANT. Do you have the RAR on Kline? 
I assume that means the revenue agent’s report. 


Ruran. I have a copy of the confidential report. 

OLIPHANT. Where is the RAR? 

Rutan, Technical staff. 

OLIPHANT. Do they have the entire file? 

Rutan. Everything I know of—special agent’s report, exhibits, and the reve- 
nue agent's technical report. It is possible the confidential report has not 
reached them yet. I sent that through Marrs to George Feidt. 

OLIPHANT, O. K., fine. 


Then at noon on that day there is a record of a telephone call be- 
tween Mr. Oliphant and Mr. Bolich at 12:02, “Re Heyman Kline.” 
The following conversation is reported: 


OLIPHANT. As I understand, you told White— 
is there any Mr. White in the Alcohol Tax Unit? 
Mr. Avis. There isn’t any in the Aleohol Tax Unit I know about. 
Mr. DeWinp. So that may be a misnomer for “Dwight.” 
Mr. Avis. I think Mr. Riordan asked me about that. At that time, 
I expressed the view that I think it probably was not, but read me the 


conversation again. I would like to hear it in light of this. 

Mr. DeWInp (continuing) : 

OLIPHANT. As I understand, you told White this is not an ATU case, get out of 
it. They have concluded no prosecution so it is all in the division counsel's 
office in Washington. George said they were going to come in today. That 
covers all of the phases of the case? 

sjoLicn. The whole question was whether a case suitable for prosecution. The 
civil end was in Baltimore. 

OLIPHANT. We don’t have any related cases? 

BoricH, No. 

OLIPHANT. Then that’s perfect. 

Mr. Avis. Mr. Bolich, to the best of my recollection, never discussed 
this case with me while he was special agent-in-charge. I don’t think 
I had met him but one time before he came to Washington, and I am 
certain that he never discussed it with me in between ‘the time—as a 
matter of fact, ever discussed it. I have no recollection he ever dis- 
cussed it before or after. I think I had met him on one occasion prior 
to the time he came to Washington. I do not believe that conversa- 
tion could refer to any discussion that he had with me, because I have 
no recollection of it whatsoever. 

Mr. DeWrnp. I suppose it is speculation that possibly the message 
went from Mr. Bolich to Mr. Mealey to you, and that was interpreted 
by Mr. Oliphant, if this “White” is a misnomer used by mistake instead 
of your name, that you told 

Mr. Avis. That is very possible. 

Mr. DeWinp. This is at noon on September 16 that Mr. Oliphant is 
speaking to Mr. Bolich, saying, “I understand that you told the ATU 
to get out of it.” So that would indicate—— 
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Mr. Avis. Mr. Oliphant is saying to Mr. Bolich that Mr. Bolich 
told the ATU to get out of it? 

Mr. DeWinp. That is right, at some time prior to noon on Septem- 
ber 16. Mr. Bolich, in effect, confirms that. 

Mr. Avis. Well, all I can say in that connection is that Mr. Bolich 
did not give me any direction concerning this case particularly with 
reference to getting out of it, and that is confined in these memoranda 
through the person of Mr. Mealey. 

Mr. DeWrnp. If your report went forward to Mr. Mealey at 10 
o’clock in the morning, and Mr. Oliphant has understood that the ATU 
is out of the case by noon, then the maximum period for consideration 
of your report was 2 hours? 

Mr. Avis. That appears to be correct, not counting the time in 
transit. 

Mr. Curtis. Mr. Avis, this is not exceedingly important, but just to 
clear my mind on the scope of the ATU, the laws and regulations 
dealing with alcohol and the taxes related thereto and the licenses 
do require that business be carried on in the names of the real parties in 
interest ? 

Mr. Avis. Yes, sir. 

Mr. Curtis. From that standpoint alone, the ATU could investigate 
this very essential point in this case? 

Mr. Avis. Yes, Mr. Congressman. As a matter of fact, we had a 
special dispensation from the OPA to investigate all these OPA liquor 

cases, because they were nearly all—this is one exception—cash side 
money cases, and the underlying objection was the evasion of income 
taxes in toto: We did investigate several hundred of those cases. 

As I said before, some of them involved very large sums of money. 

I might say, as a matter of observation, as far as that telephone con- 
versation was concerned—was the word “White” used by Oliphant ¢ 

Mr. DeWrnp. Yes. 

Mr. Avis. In that connection, Charley Oliphant, I knew him very 
well, I had known him when he was over in the Treasury as assistant 
general counsel. It would not have been at all unusual for him to 
call me “Dwight,” but at that time my acquaintance with Mr. Bolich 
was slight. 

Mr. DeWrnp. Certainly a new secretary unfamiliar with the name 
could easily make “White” out of “Dwight.” 

Mr. Avis. Yes. 

Chairman Kine. They make better ones than that. 

Mr. Curtis. It looks like somebody has made “White” out of 
“Black.” 

Mr. Avis. I want to clarify that situation here as much as I can. 
That is all. 

Mr. DeWrnp. Mr. Chairman, there is also on that same date a 
record in the chief counsel’s office of a telephone call which will 
complete this series of negotiations about the dropping of this case. 
At 4:20 in the afternoon, Mr. Oliphant received a call from the 
Commissioner, and this conversation— 

Mr. Kran. Which one? 

Mr. DeWrnp. Schoeneman. 

OLIPHANT. That Kline case is no prosecution. It is with the Technical Staff 
Division Counsel, Atlantic Division. All of the reports are over there. The 
criminal aspects are out. You said someone wanted a conference? 
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ScHOENEMAN. Yes, a case of determining the liability, then. Is there a penalty? 
OLIPHANT. Yes, 50 percent and jeopardy assessment. You can arrange to 
have them see Feidt. I don’t know how that ties in with what the Senator told 


you. 
ScHOENEMAN. I think I will suggest they have the attorney write to Feidt for 


a conference. Then I can tell Buddy about it. 

When Mr. Schoeneman referred to “Buddy,” it appears he referred 
to Mr. Aubrey Marrs, who at that time was head of the technical 
staff. 

That was the conversation that was followed 2 days later by the 
request by Mr. Feidt for a conference for Mr. Klein’s counsel. 

After that, this whole case went in to the technical staff, and you 
had no further connection with it? 

Mr. Avis. That is right. We terminated the investigation as in- 
structed and closed our files. However, I would like to say that the 
technical staff did make full use of our files in connection with the 
case. 

Mr. DeWrnp. I have no more questions, Mr. Chairman. 

Chairman Kine. Mr. Avis, although by some it might be consid- 
ered a case of routine, I, for one, want to congratulate you on your 
elevation to Chief of the Alcohol Tax Unit. 1 have not seen you in 
some time. 

It just occurred to me that you were entitled because of the service 
you have rendered, in my opinion, to the recognition. 

You are excused. 

Mr. Avis. Thank you very much, Mr. Chairman. 

Mr. Curris. Could I ask Mr. Rutan a couple of questions? 

Chairman Krxne. Would you return for a moment to the stand, 
please ¢ 


TESTIMONY OF HOWARD H. RUTAN—Resumed 


Mr. Curtis. Mr. Rutan, since you have left the stand I have read 
this letter written by Mr. Norman Noland, internal-revenue agent 
now at Tulsa, Okla., dated March 15, 1952. 

Did you work with Mr. Noland on this case? Did he work with 
you 
Mr. Ruran. Well, he was one of the two revenue agents who worked 
on the case, Mr. Noland and Harvey Bauer, from Baltimore. We 
had several conferences on the case. 

Mr. Curris. I want to ask about two or three things in his letter. 
It says: 

Photostat copies of the books of several of the dummy corporations which were 
used as vehicles by Klein, et al., were obtained from agents in Canada the 
handwriting and other evidence in these books indicated that they were kept 
by William Rokoff, an employee in Klein's Baltimore office, but the special agent 
on the case never made any attempt to question Rokoff about these books, or 
about his other activities which were carried on in Baltimore under the direc- 
tion of H. H. Klein. 

Do you know anything about that ? 

Mr. Rutan. Lam sorry, but I donot. 

Mr. Curtis. Later in his letter he said: 

I have heard remarks that it was highly significant that Mr. Bolich was pro- 
moted to deputy commissioner almost immediately following the recommenda- 
tion by his office for nonprosecution in the Klein case. 
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Did you ever hear anything about that ? 

Mr. Ruran. No, sir. 

Mr. Curtis. He also says: 

I have also heard that Judge Samuel Rosenman had some connection with 
the Klein case but I do not know what it was. 

Do you know anything about that ? 

Mr. Ruran. Who was the judge? 

Mr. Curtis. Judge Samuel Rosenman. 

Mr. Rutan. I know nothing about that. 

Mr. Curtis. That is all. 

Chairman Kine. The committee will have a short recess. 

(Short recess. ) 

Chairman Kine. Come to order. 

Mr. Marrs, please. Will you be sworn? 

Do you solemnly swear that the testimony you will give will be 
the truth, the whole truth, and nothing but the truth, so help you God? 


Mr. Marrs. I do. 


TESTIMONY OF AUBREY R. MARRS, FORMER HEAD OF THE 
TECHNICAL STAFF, BUREAU OF INTERNAL REVENUE 


Mr. DeWinp. State your full name for the record. 

Mr. Marrs. Aubrey R. Marrs. 

Mr. DeWrnp. Until January of 1951, vou were head of the technical 
staff for the Bureau / 

Mr. Marrs. Yes, sir. 

Mr. DeWinv. How long had you held that position, Mr. Marrs? 

Mr. Marrs. Since November 16, 1933. 

Mr. DeWInp. You were, I believe, the first head of the technical 
staff ? 

Mr. Marrs. Yes, sir. 

Mr. DeWrnp. Mr. Marrs, this subcommittee has been investigat- 
ing the handling by the Bureau of the Hyman Harvey Klein case. 
Mr. Avis has just testified up to the point where the case was turned 
over to the technical staff, and the Intelligence Unit investigation 
had been abandoned, and the Alcoholic Tax Unit investigation. 

When did you first learn of the Klein case personally ¢ 

Mr. Marrs. I assume you speak of the Baltimore liquor dealer by 
the name of Klein ’ 

Mr. DeWrnp. That is right, Hyman Harvey Klein. 

Mr. Marrs. As near as I can recollect without access to the file— 
of course, 1 am retired now from the service—it was sometime in 
the month of January of 1949. The case had been with the Atlantic 
division of the technical staff some months before, but it had not 
come to my personal knowledge at that time. 

Mr. DeWInp. How did you first learn of the case ¢ Who was the 
first person you talked with about it? 

Mr. Marrs. The first person was Commissioner George Schoen: 
man, 

Mr. DeWinp. Did he speak to you in his office about it? 

Mr. Marrs. Yes, sir. 

_ Mr. DeWinp. Could you please just relate that conversation you 
had, how it went, what you said, and what he said ? : 
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Mr. Marrs. The Commissioner told me about this large case in 
the Atlantic division, said he would like to know a little more about 
it, asked me to find out all I could about it. I told him I would do so. 
He explained to me that he wanted nothing improper done in the 
matter, but that Senator Bridges had made inquiry about it and that 
the Senator was about the only or certainly one of the few Repub- 
lican friends that the Bureau of Internal Revenue had on the Ap- 
propriations Committee, and that it might be common sense to do 
whatever could properly and legitimately be done in the matter. 

Mr. DeW inp. Did the Commissioner indicate that he had recently 
seen the Senator? 

Mr. Marrs. I can’t say yes or no. I rather gained the impression 
that he had been talking to the Senator about it. 

Mr. DeWinp. Can you establish the date or the approximate date 
of your talk with Mr. Schoeneman ? 

Mr. Marrs. Not exactly. I did not keep a diary in the service. 
But on January 28, 1949, I reported back to the Commissioner on 
the case. I made a written report to him dated January 28, 1949. I 
would say that my talk with the Commissioner occurred just a few 
days before that date. 

Mr. DeWrnp. That is probably just about it. There is a record in 
the Commissioner’s diary that Senator Styles Bridges called on the 
Commissioner on January 25, 1949. Your recollection would indi- 
cate you had seen the Commissioner on the 26th or 27th; the 25th, 26th, 
or 27th? 

Mr. Marrs. Well, when I left the Commissioner’s office on that 
occasion, I immediately called up the technical adviser in charge of 
the Baltimore office of the technical staff and asked him to make 
a full and complete report such as he could from the file of the case. 
It took him about a couple of days to make that report. So I would 
say that the Commissioner talked to me either on the 25th or 26th. 

Mr. DeWinp. At the time you talked with the Commissioner, was 
the Treasury Department Appropriations Act for fiscal 1950 already 
before the congressional committees ? 

Mr. Marrs. Now that, I don’t know. My memory isn’t that good. 
I will say one thing: Our sad experiences on that subject were rather 
fresh in my mind. 

Mr. DeWinp. Did the subject of appropriations come into your 
conversation with the Commissioner when he talked to you about 
the case and the Senator’s interest ? 

Mr. Marrs. Not otherwise than I have indicated. 

Mr. Kean. I think you said that the Commissioner had said that 
he wanted you to do what you could? 

Mr. Marrs. He wanted to find out more about the case. 

Mr. Kean. Was that all he wanted? Do what you could, but noth- 
ing that was improper? 

Mr. Marrs. That is right. 

Mr. Kean. What did he mean? Hurry the case, or try to settle it 
favorably for the taxpayer, or what ? 

Mr. Marrs. Expedite the case, expedite settlement conferences, 
try to work out a settlement if you could get one on a mutually 
satisfactory basis. 

Mr. Kran. It was more a question of expediting? 

Mr. Marrs. It wasn’t wholly that. It was a big case. 


ee oe 

















INTERNAL REVENUE INVESTIGATION 3279 


Mr. Kean. Where the case was that, to do what you could without 
doing anything improper would look as if it meant to do something 
for the taxpayer without doing anything improper, not just a question 
of expediting. 

Mr. Marrs. Well, there were some liens on file, and the taxpayer 
was complaining very bitterly about the way those liens had been 
unfairly and improperly made, and that his business activity had 
been seriously interfered with on that account. 

I included within the scope of my inquiry into the matter whether 
it was Jegal or proper to lift those liens, for instance. So I think it 
went a little further, perhaps, than just plain expedition. 

Chairman Kine. Was there anything, in your opinion, that was 
improper or unfair or unjust in the placing of those liens or the assess- 
ment upon Mr. Klein ¢ 

Mr. Marrs. Mr. Chairman, that of necessity calls for a legal con- 
clusion and a factual conclusion. My distinct memory is that I found 
nothing to get excited about on the placing of those liens or on the 
Government's refusal to lift them. 

Chairman Kine. It wasn’t an unusual case ? 

Mr. Marrs. No; it wasn't. 

Chairman Kine. The reason I bring that up, Mr. Marrs, is that 
throughout the testimony, starting with Mr. Maloney, the testimony 
in this case has indicated that, although he gave the Senator no facts, 
Mr. Maloney did emphasize the fact that this was a bad deal that the 
taxpayer was getting; that he had been unjustly dealt with. 

All the way through our testimony or on frequent occasions that 
is referred to, that is, that the jeopardy assessment was an improper 
thing and an unusual thing and excessive in amount. The lens, we 
have heard, were ina similar category. 

{ am only asking for that reason whether, in your opinion, they 
were unusual, and for your further opinion as to whether they were 
legal and proper under the circumstances. 

Mr. Marrs. Under the circumstances, when you consider all the 
surrounding circumstances under which the case arose, I would say 
they were legal and proper. 

Mr. DeWrnp. In connection with what the Chairman has just 
raised, did you ever discuss the question of this jeopardy assessment 
and the liens with Mr. Bolich ¢ 

Mr. Marrs. He discussed them with me. 

Mr. DeWrnp. When did that happen, Mr. Marrs? 

Mr. Marrs. There again, I kept no diary, but it happened not too 
long subsequent to my conversation with the Commissioner. 

Mr. DeWtnp. Can you relate the nature of the conversation with 
Mr. Bolich? Tell us what Mr. Bolich said and what you said, if 
anything. 

Mr. Marrs. Well, Mr. Bolich used very picturesque language. It 
would be difficult for me to give more than my impression of what 
he was telling me. 

He recited briefly to me the horrible wrong that had been done this 
taxpayer and that some way should be found to lift those liens. He 
wanted me to look into the matter. 

Now, that is my impression. Mr. Bolich has a booming voice and 
he stormed around the room for some little while and I got my orders. 
I was the head of the technical staff and any fellow competent to be 
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the head of the technical staff ought to have sense enough to find some 
way to lift those liens. Well, that was an old story with me—the ques- 
tion of lifting liens. I knew it could not be done, not at that time. 

I told him I would look further into the matter. Then I went back 
tu my room and cooled off a bit and forgot about it. 

Mr. Byrnes. Whom did he blame for having imposed these liens 
that, in his judgment, never should have been imposed Did he say 
anything at that time blaming anybody for doing something that 
should not have been done? 

Mr. Marrs. I can’t say that he did. I can’t say that he did. That 
does not register. I have no recollection. 

Mr. Kean. You say you think he did, but you don’t remember ¢ 

Mr. Marrs. No, I did not say that. 

Mr. Kean. You do not think he did. 

Mr. Marrs. I say the question did not register with me. I have no 
recollection of his blaming anybody, or saying anything about who 
did it. 

Mr. Curtis. Was the practice and the procedure that the taxpayer 
or his attorney or representative—not in this case; I am asking about 
a general case—could seek a conference or interview with the tech- 
nical staff ¢ 

Mr. Marrs. Oh, yes; there is a written procedure on the subject. 

Mr. Curtis. Yes. 

Now, did anyone else besides Mr. Schoeneman or Mr. Bolich talk 
to you about this matter? 

Mr. Marrs. Well, 1 suppose, first, that the head of my Atlantic 
division—forgive me—the head of the Atlantic division of the tech- 
nical staff and the technical advisers in the Baltimore office talked 
with me. 

Mr. Curtis. I mean 

Mr. Marrs. That is, from that time. 

Mr. Curtis. 1 mean anyone appearing to represent the taxpayer. 

Mr. Marrs. No, not appearing to represent the taxpayer. 

Now, I happen to know, Mr. Curtis, that at the time that I first 
heard of the case there had already been one or two conferences with 
the Atlantic division of the technical staff. 

Mr. Curtis. Where were those conferences? What city? 

Mr. Marrs. They would either have been in Baltimore or in the 
city of Was shington. I could not tell you which one it was. 

Mr. Curris. Now, those were conferences with the taxpayer? 

Mr. Marrs. That is correct. 

Mr. Curtis. And they were with the attorneys of record ? 

Mr. Marrs. I think they were, two New York attorneys of record. 
I think so. 

Mr. Curtis. Were you here in the Washington office? You were 
head of the technical staff here ? 

Mr. Marrs. Well, it covered all of the field offices as well. 

Mr. Curtis. Yes, but your location was in Washington ? 

Mr. Marrs. That is right, sir. 

Mr. Curris. And the taxpayer or his representatives did not seek a 
conference with you? 

Mr. Marrs. Not me personally, no. 

Mr. Curtis. Did any Senator seek a conference with you on behalf 
of the taxpayer ¢ 
Mr. Marrs. No, sir 
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Mr. Curtis. And the only people who spoke to you on behalf of 
the taxpayer were Mr. Bolich and Mr. Schoeneman in the manner 
that you have described ¢ 

Mr. Marrs. Well, there were others. 

Mr. CURTIS. Who were they Y 

Mr. Marrs. Well, not too long after my conversation with Mr. 
Bolich, I in some way got word from the chief counsel’s office— 

Mr. Curtis. From the chief counsel himself ? 

Mr. Marrs. I couldn’t say whether on the first occasion it was the 
chief counsel himself. 

Mr. CuRrTrIs. Who was then the chief counsel 7 

Mr. Marrs. Charlie Oliphant. 

Mr. Curtis. But there was more than one occasion when you got 
some word from him? 

Mr. Marrs. Oh, yes. We had several conferences on the case in 
Mr. Oliphant’s office, presided over by himself. 

Mr. Curtis. And what did Mr. Oliphant want you to do about 
the case ? 

Mr. Marrs. Well, I think Mr. Oliphant knew that you could not 
lift the lien. I think that as a lawyer he knew that. 

So what he tried to do was to see if there wasn’t any way you could 
get the taxpayer and the Government together on a settlement, which 
was a perfectly proper and legitimate thing to try to do. 

The case was a difficult case, however, bec ause, according to all of 
the standards of the technical staff, we didn’t have sufficient facts on 
which to proceed. And it wasn’t possible for us to recommend the 
acceptance of anything, X dollars or Y dollars, that wasn’t supported 
by the record. 

So we went through quite a time trying to get the taxpayer to give 
us the facts. 

The case wasn't settled as long as I remained in the service. I un- 
derstand by hearsay that it isn’t settled yet, but that is not my concern 
any more. 

Mr. Curtis. Would you say that Mr. Oliphant’s conversations with 
you were on behalf of the taxpayer ¢ 

Mr. Marrs. Well, I think he was probably a little solicitous about 
the taxpayer, but very definitely he was trying to explore the set- 
tlement field, trying to figure out if there wasn't some satisfactor y basis 
of settling the case. 

Mr. CURTIS. Now, Mr. Bolich left no doubt in your mind ? 

Mr. Marrs. Oh, my impression from what he said to me was that 
“You have got your orders. Now, you find some way to do * 

Mr. Curtis. Now, for our record, just what was the function of the 
technical staff? This case was referred to them. What would the 
technical staff be supposed to have eventually brought up—the amount 
of the tax due? Isthat the ultimate answer you would determine / 

Mr. Marrs. Yes, sir; presumably, unquestionably so. 

When you are involved in litigation before the ‘Tax Court in thou- 
sands of cases, the w ay the Commissioner is, why, sometimes some very 
practical consider: itl ions have il be: aring, like your WwW itnesses and your 
evidence. In other words, it isa matter of the typical problems facing 
any lawyer that has a case on his hands. 
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Mr. Currts. Well, now, in other words, the technical staff is to 
ascertain the facts and the law and to appraise both so that the Com- 
missioner, speaking for the Government, can determine how much 
tax is due and what the course is in the interest of the Government. 
Is that right? 

Mr. Marrs. That is right. 

Mr. Curtis. And even though a conference on the Washington level 
would have been in accordance with the practice, the only person that 
spoke to you on behalf of the taxpayer was Mr. Bolich, and then, in 
« limited way Mr. Schoeneman and Mr. Oliphant’s actions might be 
interpreted as being in the interest of the taxpayer; is that correct? 

Mr. Marrs. Well, substantially correct, sir. 

Mr. Kean. I have one question. 

You say that Mr. Bolich was most vehement; that he showed un- 
usual interest, and that he practically tried to give you orders to do 
something about this case. Did he ever show such vehement interest 
in other cases, or was this unique? 

Mr. Marrs. I don’t recall the word “vehement.” 

Mr. Bolich is a very positive man. He speaks with decision and 
in a loud voice, and I would say that that was Mr. Bolich’s general 
way, that that was his nature. I do think that in this instance he 
was most desirous that I find some way to lift those liens. 

Mr. Kean. But did he take the same interest in many other cases? 

Mr. Marrs. He has taken interest in other cases and talked with 
me just as emphatically in other cases, but he has never given me what 
I felt were my orders. 

Mr. Kean. Except in this one case / 

Mr. Marrs. Except in this one. 

Mr. Kean. In this he was unique ¢ 

Mr. Marrs. To me this was the only instance in my 30 years of 
service that I just got my orders in just that way. 

Mr. Kean. Which you forgot about ? 

Mr. Marrs. Which I proceeded to forget. 

Chairman Kine. Mr. Marrs, you made a statement some time back 
in your testimony that reminds me of a story, when you said you got 
the idea from what you had been told by Mr. Bolich that any man 
competent enough to be a pioneer in the technical service should 
certainly be able to find some way to settle this case, or lift those 
liens; is that it? 

Mr. Marrs. That is right. 

Chairman Krne. It reminds me of a story of some correspondence 
that passed between Andrew Jackson’s headquarters post here in 
Washington. It seems that he was accused in his correspondence of 
some very bad spelling, but the people that wanted to remind him 
of it didn’t like to put the blame on him, so they diplomatically 
slipped it over to his adjutant and made it appear that he should 
perhaps check his adjutant. 

He said, “Gentlemen, if there is a man who does not have the orig- 
inality or the enterprise to find more than one way of spelling a word, 
I don’t want him on my staff.” 

Mr. DeWrnp. Mr. Marrs, with respect to the conversation you had 
with Mr. Bolich, there is a record which may help to pin it down 
in point of time. 
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In Mr. Oliphant’s records, it appears that at 3:35 on February 8, 
1949, he had a telephone call from the Commissioner, and a con- 
versation was reported. This is the conversation : 

Mr. OvreHant. Did you get a call about the Klein thing? Trying to get liens 
released over there. The last thing we told them was if they let us inventory 
their safe-deposit box we would consider it. 

Mr. SCHOENEMAN. I am not going to push it any more. 

Mr. O_rpHant. I was going to try to get Ben to find out if the merits are any 
good. I think we ought to be able to work out some operation if it will put 
him out of business. 

Mr. SCHOENEMAN. I think we better not do too much. 

Mr. OLIPHANT. Stay away from him. 

Mr. SCHOENEMAN. Buddy Marrs seems to think they are not lily white 

Mr. OvipHANT. I felt if you wanted to do something about the liens, I would 
talk to Dan Bolich. 

Mr. SCHOENEMAN. It’s all right to talk to Dan, but I wouldn't do too much. 

Now, it would appear that possibly your conversation with Mr. 
Bolich occurred shortly after that, which would be in line with your 
recollection that it was shortly after the January conversation with 
the Commissioner. 

Mr. Marrs. It would have been some time after January 28, because 
that is the date of my written report to the Commissioner. 

Mr. DeWrnp. Now, as this case went on, Mr. Marrs, and Mr. Oli- 
phant was holding conferences on it: When a case is in the technical 
staff it is at least somewhat unusual, is it not, for the chief counsel 
to be holding conferences? Is it not generally the technical staff that 
conducts the conferences at that stage / 

Mr. Marrs. Yes; that is right. That is undoubtedly the general 
practice. 

However. I think it should be explained that the technical staff 
was a nonstatutory organization, purely a creature of the Commis- 
sioner’s office, and that the Commissioner or the Assistant Commis- 
sioner could order any special treatment he pleased on a case in the 
technical staff, just as he could with respect to a case anywhere else 

n the Bureau of Internal Revenue. 

Mr. DeWrnp. There is one item that has mystified the committee, 
I think, and I wonder if by any chance you can shed some light on it. 

In June of 1949 there is a record in the Bureau memoranda that 

meeting of the technical staff people and the chief counsel’s people 
was held and Mr. Oliphant stated that the taxpayer was offering $1 
million. or words to that effect. to close out 1944, 1945, 1946. and 1947: 
1947 not then being before the technical staff. 

Now, that statement about a $1 million offer in June of 1949 pre- 
ceded by some 5 months the formal submission of an offer of $1 million 
bv the taxpayer's counsel. 

The taxpayer's counsel has testified here that they never conceived 
the $1 million offer until November, and they computed it in No 
vember and sent it in then. But this record is clear that in June Mr. 
Oliphant had heard that the taxpayer would pay $1 million. 

Do you remember that question of settlement coming up and what 
Mr. Oliphant said about it? I could read the whole thing as it 
appears. Possibly you would not have any recollection of it. 

On June 20, 1949, the technical staff summary shows that at a 
conference in the chief counsel’s office Mr. Oliphant stated that 
the taxpayer was willing to offer $1 million, in addition to $1,177,000 
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paid in 1947, to settle the cases for the years 1944, 1945, 1946, and 
including the year 1947, which was not before the staff. 

At that time the second draft of the interrogatories was handed 
to Mr. Oliphant and Mr. Leming, and they requested that the staff 
withhold sending such interrogatories to the taxpayer’s representa- 
tives until they gave the word. ; 

The taxpayer's representatives were not present at this conference. 

Mr. Marrs. Well, I remember, Mr. DeWind, that at one time there 
was some talk about a million-dollar offer. But my timing may be 
so far off that I couldn’t help pinpoint your question. 

Mr. DeWinp. All right. Thank you. 

I don’t think there is anything more that we can bring up by pur- 
suing that further. 

Let me ask a question which is perhaps one that you can answer. 
Did you have any impression at that time that Mr. Oliphant was 
the subject of any pressure to settle this case from any outside source ¢ 

Mr. Marrs. No; I can’t say that I did. 

Mr. DeWinp. Mr. Oliphant never mentioned that Senator Bridges 
was speaking to him about the case, for example ¢ 

Mr. Marrs. Well, I wish my memory was better. You see, I might 
have told Mr. Oliphant myself, as a result of the Commissioner’s con- 
versation with me, that Senator Bridges had made inquiry. So I 
wouldn’t be able to throw the burden in any particular direction on 
that. 

Mr. DeWinp. All right, let me ask you this: Did you at that time 
ever hear Mr. Oliphant mention Mr. Grunewald in connection with 
this case, or any other connection ? 

Mr. Marrs. No, sir. Mr. DeWind, that is one of the most humil- 
iating experiences of my service in the Bureau. Here I was the head 
of the technical staff, supposed to be around, and I never even heard 
of him or laid eyes on him that I know of. 

Chairman Kincé. It appears, Mr. Marrs, that he only associated 
with certain company. There were people he didn’t want any part of. 

Mr. DeWinp. Thank you, Mr. Marrs. I have no further questions. 

Chairman Kine. Do you want that on the record ? 

Mr. Curtis stated that Mr. Grunewald dealt through channels, the 
implication being that you were not in the channel. 

The committee appreciates your coming over and the cooperation, 
Mr. Marrs. 

Chairman Kine. Mr. Haas, please, will you come forward, sir? 

Will you be sworn? 

Mr. Haas, do you solemnly swear that the testimony you will give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Haas. I do. 


TESTIMONY OF MAURICE A. HAAS, NEW YORK, N. Y. 


Chairman Krne. Be seated, Mr. Haas. 

The committee is sorry, Mr. Haas, that circumstances are such that 
we have had to call you at the end of the day. We are mindful of the 
fact that you have an unfortunate situation at home, and we are going 
to do our very best to clear you as soon as we can so that you can return 
to your home in New York tonight. , 

Mr. Haas. Thank you, sir. 
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Mr. DeWinp. Mr. Haas, can you state your full name, please? 

Mr. Haas. Maurice A. Haas. 

Mr. DeWtnp. You are a partner in the accounting firm of Haas, 
Schlesinger and Mayers? 

Mr. Haas. Yes, sir. 

Mr. DeWinv. What is your business address ¢ 

Mr. Haas. 122 East Forty-second Street, New York City. 

Mr. DeWIN»p. I believe you are also a member of the Bar of New 
York ¢ 

Mr. Haas. Yes, sir; I am. 

Mr. DeWrxp. When did you first meet Mr. Hyman Harvey Klein ? 

Mr. H AAS. Personally ¢ 

Mr. DeWinp. Yes. 

Mr. Haas. Well, my impression has always been that it was some 
time in the latter part of 1946. I have no specific date. ‘That is purely 
my inipression. 

Mr. DeWInNp. Prior to that time, back in 1944, April 17, 1944, vou 
prepared a legal opinion for Mr. Alprin with regard to Mr. Klein’s 
Panamanian and Cuban corporations, had you not? 

Mr. Haas. Yes. I had. But at that time I did not know Mr. Klein. 

Mr. DeWrxp. You were requested to make that opinion by Mr. 
Alprin, and you had not met Mr. Klein ¢ 

Mr. Haas. That ts right. 

Mr. DeWinb. Do you have—did you have any connection with the 
Klein interests professionally prior to 1946? 

Mr. Haas. Well, except that opinion which you referred to. 

Mr. DeWrnp. I mean other than the opinion. Had you done any 
accounting work for them ? 

Mr. Haas. There was an opinion in 1945. I think vou know about 
it. But there was nothing else. 

Mr. DeWinp. So that the two opinion letters were all that you 
knew of the Klein affairs at that time? 

Mr. Haas. Yes, sir. 

Mr. DeWinp. When were you first retained professionally by Mr. 
Klein or any of his companies? 

Mr. Haas. Sometime after September 30, 1946. 

I was requested by Mr. Klein to prepare his 1947 retu~, when it was 
ready to be prepared and to compute for him what his profit was on 
these Cuban and Panamanian stocks that he owned, that he sold. 

Mr. DeWInp. That is, you were asked to work on his personal tax 
returns, individual tax returns? 

Mr. Haas. Yes, sir. 

Mr. DeWrnp. Did you prepare the 1947 return for Klein? 

Mr. Haas. Yes: I did. 

Mr. DeWrnp. That was filed in the third collection district of New 
York? 

Mr. Haas. Yes. 

Mr. DeWrnp. Showing his address as care of you at your business 
iddress in New York? 

Mr. Haas. Yes. 

Mr. DeWrnp. Was there any particular reason why the return was 
filed inthe third New York district ? 

Mr. Haas. No. He came into my office and asked if I would object 
if he were to use my address until such time as he got a New York 
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office. And after having seen the figures in 1946, I felt that perhaps 
I was making a connection with a very wealthy client, and I was happy 
to have him that close to me. He really had proposed to start business 
in New York City and that would have been his business address. 

Mr. DeWrnp. Incident to your work on the 1947 return, did you 
prepare a consolidated balance sheet and profit and loss statements for 
the Cuban and Panamanian companies up to the end of 1946/ 

Mr. Haas. I believe I prepared two of them. I checked my file and 
I find that as of September 30, 1946, I had been given trial balance 
figures and had prepared some figures as of that date. 

I find also that as of December 31, 1946, I was given trial balance 
figures and I prepared a statement as of that date. 

Mr. DeWinp. Now, when were these consolidated statements pre 
pared / 

Mr. Haas. The one as of September 30, 1946, was prepared some 
where between that date and the end of the year. 

The one as of December 31, 1946—I have no way of telling when 
it was prepared. 

Mr. DeWinp. But prior to the end of 1948 ¢ 

Mr. Haas. Not the December 31 statement. 

Mr. DeWrnp. I thought you said—— 

Mr. Haas. The one of September 30 was prepared prior to the end 
of 1946. 

Mr. DeWrnp. And then the December 31 statement—— 

Mr. Haas. That was prepared after. 

Mr. DeWtnp. Sometime in January or February ? 

Mr. Haas. It must have been in January, I think, sir. 

Mr. DeWinp. Do you have a copy of each of those with you? 

Mr. Haas. I haven’t the copies that I prepared for the December 
31 statement, but I have the trial balances and statements that were 
given to me on the basis of which I prepared the December 31 state 
ments. 

Mr. DeWinp. These trial balances have been prepared by the inside 
accounting staff of the Harvey Co. ? 

Mr. Haas. Yes, Mr. Rokoff. 

Mr. DeWrnp. Mr. who? 

Mr. Haas. Mr Rokoff. 

Mr. DeWrnp. R-o-k-o-f-f? 

Mr. Haas. Yes. 

Mr. DeWinp. Why do you not have copies of what you did? Did 
you dispose of all of the copies? 

Mr. Haas. I don’t know why I haven't got copies except that— 
and this is speculation—I think they wanted a copy in a hurry, and 
I gave them my office copy. 

Mr. DeWrnp. Can you say whether on the balance sheet there was 
shown as an asset of Regan Potter & Co. the amount of $1,500,000 as 
an account receivable ? 

Mr. Haas. As of September 30, 1946, there is $1,500,000. It isn’t 
labeled. 

As of December 31, 1946, there is no such asset. 

Mr. DeWtnp. It was shown as an asset of Regan Potter & Co. as 
of September, but it does not appear in the December statement ? 

Mr. Haas. That is right. 

Mr. DeWrnv. Do you know how the account receivable arose? 
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Mr. Haas. If you ask me of my own knowledge, I don’t know. 

Mr. DeWinpv. Have you been told? 

Mr. Haas. I have been told that Regan Potter & Co. loaned the 
Tivoli Trading Co., $1,500,000. 

Mr. DeWinp. Who told you that? 

Mr. Haas. Mr. Klein. 

Mr. DeWinp. Mr. Klein told you that ¢ 

Mr. Haas. Yes. 

Mr. DeW inp. Well, the testimony before this committee has gen- 
erally been to the effect that the money was loaned to the Tivoli Trad- 
ing Co., but I believe the testimony was that in February of 1947— 
no, that is not right. 

It was loaned, and in February of 1947 $1,500,000 of United States 
short-term certificates were purchased. The testimony further was 
that Ellis Rosenberg took delivery of those certificates and brought 
them to Mr. Klein at your office. 

Can you confirm that there was a loan to the Tivoli Trading Co. 
so far as the bookkeeping records show ¢ 

Mr. Haas. Well, | never saw any of the books of these corporations, 
so I can’t answer with respect to the bookkeeping records. 

All I got was sheets of paper. 

Mr. DeWinp. I see. But Mr. Klein told you it was a loan to Tivoli 
Trading Co. ¢ 

Mr. Haas. Yes, sir. 

Mr. DeW rnp. Now, do you remember the occasion when in your 
office Mr. Rosenberg brought to you and to Mr. Klein this $1,500,000 
of short-term certificates ¢ 

Mr. Haas. Yes, sir. 

Mr. DeWinp. Was that in February of 1947? 

Mr. Haas. My record indicates that it was either in the latter part 
of February or the early part of March 1947. I have no specific date 
on it. 

Mr. DeWrnp. All right, let me go back for a moment. 

There is a photostatic copy here of a consolidated balance sheet as 
of December 31, 1946, and it does show an account receivable of Regan 
Potter & Co. of $1,500,000. It does not appear on your trial balance, 
so you must have somehow obtained this figure and inserted it on the 
balance sheet. This is the one that bears your firm’s name. 

Would you care to see it! 

Mr. Haas. I would like to look at it. if I may. 

Did you ask a question about that ¢ 

Mr. DeWinv. Well, apparently, the consolidated balance sheet does 
show it as of December 31, 1946. I understood you to say—— 

Mr. Haas. Yes, sir; it shows it on that statement, yes. 

Mr. DeWinp. All right. Was this $1,500,000 of certificates de- 
livered to you by Mr. Klein? 

Mr. Haas. Yes, it was. 

Mr. DeWinpv. Now, what were his instructions to you with regard 
to those ? , 

Mr. Haas. May I for a moment for the record ask a question ? 

Mr. DeWinp. All right. 

Hr. Haas. I have been instructed by Mr. Klein’s attorneys, through 
Mr. Klein, that my legal work that I did for them or for others is 
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privileged, and they demanded of me that I consider it privileged, 
and T would like a ruling from you as to that fact. 1am in a quandary 
and in a most peculiar position. 

Chairman Kine. What is your ultimate interest, Mr. Haas? Do 
you care to state it? 

Mr. Haas. Well, the way I feel about it is this: My client has made a 
statement to the Treasury Department as to the final result of this 
$1,500,000, and to that extent I think [ have no further interest. 

I, myself, also made a statement to the Treasury Department with 
respect to the final result. But as to the transactions which led up to 
the final result, I, frankly, don’t know, Mr. Chairman, and I would 
like a ruling. 

Chairman Krye. Mr. Counsel. 

Mr. DeWrnpb. Suppose we eliminate any instructions that Mr. Klein 
may have given you and simply ask you what you did with those bonds. 

Mr. Haas. The question I asked—now, I have no objection. I hope 
the committee understands. 

Chairman Kine. We understand. 

Mr. Haas. I have no objection to answering the question. I just 
don’t know whether I have the right to. Does the privilege cover 
the work that I did for Regan Potter & Co., the owners of that 
$1,500,000 ? 

Mr. DeWrnp. Well, who were the owners of Regan Potter & Co.? 

Mr. Haas. United Distillers of Canada, Ltd. 

Mr. DeWrINpb. They were not your client, were they ’ 

Mr. Haas. No. 

Mr. DeWrnp. Regan Potter & Co. was your client ? 

Mr. Haas. Yes. 

Mr. DeWrnp. And the bonds were owned by Regan Potter & Co. ? 

Mr. Haas. At least that is what I was told. 

Mr. DeWinp. Well, that is a corporation, is it not? 

Mr. HAas. Yes, sir. 

Mr. DeW np. Well, that seems to me to resolve the problem. There 
is no attorney-client privilege between a corporation and its attorney. 

Mr. Haas. All right, sir, thank you. 

I, upon instructions from my client—do you want me to go through 
all of the steps? 

Mr. DeWrnp. Why don’t you just say what you were told to do with 
the bonds and what you did. 

Mr. Haas. Yes, sir. 

I was told that my client, Regan Potter & Co., a Panamanian corpo- 
ration, had made a deal to purchase the inventory of a Scotch distillery 
in Scotland consisting of some 300,000 cases of Scotch over a 2-year 
period; that one of the terms of the purchase was that the owners of 
the distillery, the Scotch distillery, were to receive a bonus of $3 per 
case in cash. 

I was retained to obtain cash which was specified to be America) 
currency. When I was given the $1,500,000 in bonds, to the extent 
of $900,000 T was asked to obtain the American currency. 

With respect to the $600,000, I was just an errand boy. 

Chairman Kine. Speak a little louder, please. 

Mr. Haas. I was just an errand boy asked to deliver it back to 
Regan Potter & Co. 





INTERNAL REVENUE INVESTIGATION 3289 


Mr. DeWrnp. So that your task, then, was to turn $900,000 of the 
certificates into American bills and deliver those and the remaining 
bonds to Canada ? 

Mr. Haas. Yes, sir. 

Mr. Curtis. Where were you to deliver the cash ? 

Mr. Haas. To Canada. 

Mr. Curris. Was that to be in any particular kind of bills/ 

Mr. Haas. $50 and $100 bills. 

Mr. Curtis. Nothing larger / 

Mr. Haas. No, sir. 

Mr. DeWinpv. How did you go about that job, Mr. Haas? 

Mr. Haas. Well, my first transaction was to turn over $500,000 of 
the bonds to a New York bank with instructions to sell them and 
credit them to the account of an escrow corporation which | used in 
my legal practice, called Parsee, Inc. 

Mr. DeWinp. That was your own corporation’ The client had 
no interest in that / 

Mr. Haas. No, sir. 

Mr. DeWrnp. It was simply a nominee corporation that you used 
regularly ¢ 

Mr. Haas. That is right. I used it to hold the papers and to hold 
things that did not belong to me, but belonged, rather, to my chents. 

Mr. DeWinp. The deposit was in the Continental Bank ¢ 

Mr. Haas. It was at that time the Continental Bank. I deposited 
$500,000 of the bonds on March 14, 1947. I sold 8500.000 of these 
bonds on March 14. 1947, through the Continental Bank, and that 
sum was credited to the account of Parsee, Ine. 

1 informed the vice president of the bank that I would require that 
sum incash. He told me that the bank would have to make a report 
to the Federal Reserve Bank of such an unusually large withdrawal. 

I notified my clients to that effect. 

This deal wits apparently a very confidential one, and they were 
worried about anybody finding out anything about it. They in 
structed me to transfer the account up to the Royal Bank of Canada 
in Toronto, which I did by drawing checks against the account in 
the Continental Bank and depositing them in the Royal Bank of 
Canada in Toronto. 

Mr. DeWrnp. Those checks totaled $500,000 7 

Mr. Haas. Those checks totaled a little in excess of S500,000, There 
was some interest involved. 

Mr. DeWrnp. And you still had $1 million worth of bonds ¢ 

Mr. Haas. I still had $1 million worth of bonds. 

Mr. Kean. To get that clear. they instructed you to deliver $50 and 
$100 bills? 

Mr. Haas. Yes, sir. 

Mr. Kean. But when they heard that the Continental Bank said 
that they had to tell the Federal Reserve Bank about it. they changed 
your orders, and so you handled the matter by check instead of in 
cash ? 

Mr. Haas. No. They asked me to do the very same thing. but 
through a Canadian bank rather than through an American bank 
because the Canadian bank was not required 

Mr. Kean. So you sold them to the Continental Bank and then 
you drew a check on the Continental Bank and deposited it in the 
Canadian branch of the bank in New York? 
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Mr. Haas. No, not in New York; in Toronto, Canada. 

Mr. Kean. Well, I don’t get it still. They didn’t tell you to do the 
very same thing, because in that case you didn’t deliver any $50 and 
. $100 bills. You delivered only a check. 

Mr. Haas. I haven’t come to that yet. I opened an account in the 
Royal Bank of Canada in Toronto by transferring the funds from the 
Continental Bank by check. 

Mr. Kean. Which was in the amount of $500,000? 

Mr. Haas. Yes, sir. 

Mr. Kean. Then you did just what I said. 

Mr. Haas. Yes, sir. 

Mr. Kean. On that transaction. 

Mr. Haas. Then I directed the Royal Bank of Canada to furnish 
me with that much cash in United States currency. 

Mr. Kean. In Toronto? 

Mr. Haas. Yes. 

On March 19 when I went into the Royal Bank of Canada—and it 
was on that date that I delivered the six bonds, the $600,000. Now, I 
can go through this quickly if you wish. 

I obtained $400,000 in cash which I delivered to my clients. The 
other $500,000 cash was in a safe deposit vault in the Royal Bank of 
Canada. 

Mr. Kean. How did you make delivery of the $400,000; in $50 and 
$100 bills? 

Mr. Haas. Three hundred thousand of it I delivered in the city of 
Ottawa, the Chateau Laurier, at 1:30 p.m. 

Mr. DeWrnp. That delivery was to Mr. I. J. Klein? 

Mr. Haas. Presumably as an officer of Regan Potter & Co. 

Mr. DeWinp. I beg your pardon ? 

Mr. Haas. Presumably as an officer of Regan Potter & Co. 

Mr. DeWrnp. You met him at the hotel and you gave him—what 
was it—a brief case? 

Mr. Haas. Yes; it was a brief case. And the other $100,000 I de- 
livered to him on May 19, 1947, at his home in Vancouver. They had 
directed me to bring the remaining $500,000 to them in Vancouver, 
but I wouldn’t carry that much cash. 

Mr. DeWrnp. My recollection of what you said earlier in talking 
about this was that the $100,000 you took out to Vancouver you first of 
all took back to New York, thinking that you were going to Van- 
couver, and then you went back to Toronto and from there to Van- 
couver. 

Mr. Haas. Yes. 

Mr. DeWrnp. Now, in the meantime, you had directed that the 
remaining $500,000 of bonds necessary to—— 

Mr. Haas. Four hundred thousand dollars. 

Mr. DeWinp. I mean $400,000—necessary to raise the $900,000 be 
sold by the Royal Bank in Toronto ? 

Mr. Haas. That is right. 

Mr. DeWtnp. So that when you had been out to Vancouver with 
the $100,000 and came back to Toronto, that was all ready ¢ 

Mr. Haas. On May 15 I picked up the $500,000 and put it in a safe 
deposit box and left for Vancouver with $100,000. 

Mr. DeWrnp. So you made one trip to the Chateau Laurier with 
a brief case containing $300,000, and then $100,000 you took back to 
New York and then out to Vancouver? 
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ir. Haas. That is right. 

Mr. DeWrnp. And you said you had been carrying enough of $50 
and $100 bills? 

Mr. Haas. I was getting a little worried about it. I didn’t like the 
responsibility of that much cash. I didn’t realize it when I undertook 
the duties. 

Mr. DeWrnp. So the remaining $500,000 in cash in small bills was 
in the safe deposit box in Toronto as of May 19, 1947 ? 

Mr. Haas. Yes, sir. 

Mr. Curtis. Whose safe deposit box was that ? 

Mr. Haas. It was the same escrow corporation that I used in New 
York. That is my recollection. 

Mr. DeWinp. You had’access to the box, and you only ? 

Mr. Haas. Yes, sir. 

Mr. Curtis. Who else had access to it ? 

Mr. Haas. No one else. 

Mr. Curtis. You would have had to go back to get it out ¢ 

Mr. Haas. Yes, sir. 

Mr. DeWinp. Was the $600,000 in bonds at that point also in the 
box ? 

Mr. Haas. No. I delivered them to the Toronto oflice of United 
Distillers on March 19. 

Mr. DeWinp. So you no longer had those? 

Mr. Haas. No. 

Mr. DeWinv. Who was the man at the office of United Distillers in 
Toronto who took delivery of the bonds? 

Mr. Haas. A man by the name of Windron. 

Mr. DeWrnp. I think you said before his name was Basil Windron ? 

Mr. Haas. Yes. 

Mr. DeWinp. Is that spelled W-i-n-d-r-o-n ? 

Mr. Haas. Yes. 

Mr. DeEWinv. Who was Mr. Windron? 

Mr. Haas. The manager of the Toronto branch of United Distillers, 
Ltd. 

Mr. DeWrnpv. And he is an employee of the company, and not a 
stockholder or officer of United Distillers, so far as you know / 

Mr. Haas. So far as I know, he is an employee. 

Mr. DeWinp. Now, what was the next step in connection with this 
transaction / 

Mr. Haas. The Foreign Exchange Control Board of Canada put 
a stop on the safety deposit box pending an investigation as to - ut 
it was all about. 

Mr. DeWrnp. Was this an investigation of the Klein matters, 
United Distillers, Ltd.. and so forth ? 

Mr. Haas. I think so. I am sure they did not tell me why they 
did it. 

Mr. DeWrnpv. Now, here was cash in a box in the account of Parsee, 
Inc., and yet it was somehow identified as being Klein’s money, and 
they froze it. 

Mr. Haas. To this day I don’t know how or why. I merely say 
the fact that they closed the box. After apparently a lengthy investi- 
gation the box was released in February of 1949. 

Mr. DeWrnv. Did you have anything to do with obtaining the re- 
le ase of the | OX. Or Was th: at handled by some ‘body else ? 
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Mr. Haas. That was handled’by a Canadian attorney. 

Mr. DeWinp. What was his name? 

Mr. Haas. Mr. H. H. Stikeman. 

Mr. DeWrnp. Is that spelled S-t-i-k-e-m-a-n ? 

Mr. Haas. Yes. 

Mr. DeWrnp. Was Mr. Stikeman regular counsel for United Dis- 
tillers, Ltd., in Canada ? 

Mr. Haas. I can’t characterize him as regular, but. I know that he 
is counsel on oceasion. I don’t know how much or what he does for 
them. 

Mr. DeWrnpv. Now, vou say it took him about 2 years to get the 
release ? 

Mr. Haas. Yes. 

Mr. DeWinp. So that it was May or June of 1949? 

Mr. Haas. No, February of 1949. 

Mr. DeWrnp. It was February of 1949 when that box was finally 
released ? 

Mr. Haas. Yes. 

Mr. DeWrnp. Did Mr. Stikeman ever tell you what representations 
he had to make to the Canadian authorities to get them to release that 
cash ¢ 

Mr. Haas. Yes. He had to make the representations that the cash 
did not belong to a Canadian national. 

Mr. DeWinv. Do you know what representations he did make to do 
that? Did he name the persons to whom the cash belonged ? 

Mr. Haas. Well, I don’t know whether I remember. I had a short 
meeting with Mr. Stikeman subsequent to May 1947, and I don’t re- 
member whether he told me that the legal claim was that the cash was 
owned by Regan Potter & Co., a nonresident foreign corporation which 
is not a Canadian national, or that it was owned by Parsee, Inc., the 
corporation which deposited the money, also a nonresident foreign 
corporation. 

It is possible, although IT am not sure, that it might have been the 
Scotch distillers who were the beneficiaries, and they were Canadian 
nonnationals, 

Mr. DeWrnp. That would not be true in March 1949. 

The Scotch deal took place or was planned or contemplated, if it in 
fact existed at all, in 1947. 

Mr. Haas. In 1947. I don’t know when he had to make these rep- 
resentations. They could have been in 1947. They could have been 
in 1948 or 1949, 

Mr. DeWrnp. What happened to the Scotch deal? Did it ever go 
through ? 

Mr. Haas. No, sir. My understanding is—I have been told that it 
has never gone through. 

Mr. DeWinp. So at that point there has been $400,000 cash deliv- 
ered to these people. Five hundred thousand dollars had been frozen, 
and that is released in February of 1949; $600,000 in bonds had been 
also delivered. 

Now, when the cash was released, did you go back and get it ? 

Mr. Haas. Yes: I had to go back and get it. 

Mr. DeWixp. What did you do about that? 

Mr. Haas. I went up and got it. 
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Mr. DeWrnp. So this was another transportation of cash ? 

Mr. Haas. Yes, sir. 

Mr. DeWinp. Did you bring down $500,000 in one trip in a brief 
case ¢ 

Mr. Haas. Yes, sir. 

Mr. DeWinp. One trip in which you carried these fifty- and one- 
hundred-dollar bills? 

Mr. Haas. Yes, sir. 

Mr. DeWinp. Where did vou take it? 

Mr. Haas. I took it to a vault in the Chemical Bank & Trust Co. 
on Forty-sixth Street. 

Mr. DeWrxv. Now, why did you bring it to the United States 
again / 

Mr. Haas. When the cash was released to me—— 

[ might say in advance that in order to transport funds from Can- 
ada to the United States at that time, a permit from the Foreign 
Exchange Control Board was required. And when you reached the 
border, vou were supposed to exhibit the cash to the Canadian customs 
authority and give up the permit. 

So I was handed a permit to export from Canada $500,000 in cash. 

Mr. DeWinp. You say that you were? 

Mr. Haas. Yes: I was. The gentleman who represented the For 
elgn Exchange Control Board told me to rive up this permit and 
exhibit the cash when I got near Buffalo. 

Mr. DeWtnp. So that is why vou had to take it out of the country 
to satisfv the conditions of the release of the cash ? 

Mr. Haas. Yes, sir. 

Mr. DeWinp. Did you then go to the border and deliver the permit ? 

Mr. Haas. No: I didn’t deliver the permit. When he told me that. 
I said that I would not do it because I wouldn’t tell some young men 
who were working for the customs authorities that I was in a trai 
carry ing th if much money. I would have been killed. 

He says, “You are right, and I will have a special agent meet you, 
and you can give him the permit in safety.” 

He said, “As a matter of fact, [am going to New York also on that 
same train.” 

No special agent met me at all, although IT sat up until well past 
Buffalo waiting for him. When I got into New York the following 
morning- -he had told me that he was stopping at the Commodore 
Hotel, and I called him and told him what had happened. 

He said, “Never mind, just mail the permit back to my office,” which 
I did. 

Mr. DeWrnp. So you came right through the customs with the per- 
mit and no questions were asked / 

Mr. Haas. That is right. They obviously didn’t detect the cash. 

Mr. DeWtnp. Did they make any search of your luggage? 

Mr. Haas. Not a soul came into my room. 

Mr. DeWtnp. So no question was raised and you just mailed the 
permit to Mr. —— 

Mr. Haas. MacFarlane. 

Mr. DeWrnp. To his office in Toronto? 

Mr. Haas. Yes, sir. 

Mr. DeWrnp. All right. We have you back in New York with 
$500,000 in the safe-deposit box. What did you do with it next? 
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Mr. Haas. Well, I was told—well, within a short time—and I can’t 
fix the number of days—Basil Windron came down and I gave him 
the money, and that was the end of my connection with the case. 

Mr. DeWrnp. You just turned it over. You went to the box and 
pulled out the money ? 

Mr. Haas. I put the money in a dispatch case and gave him the 
dispatch case. 

Mr. Kean. You gave it to whom? 

Mr. Haas. Basil Windron. 

Mr. DeWinv. Did Windron say what he was going to do with it? 

Mr. Haas. No, sir. 

Mr. DeWinp. The last you saw of the $500,000 in cash was when 
you handed it to Windron at the Chemical Bank in New York? 

Mr. Haas. No, not in the bank; in the lobby of my office building. 

Mr. DeWinp. Of your office building? 

Mr. Haas. Yes. I had gotten it when I was told that he was coming. 

Mr. Byrnes. Who is Basil Windron ? 

Mr. Haas. He is the manager of the Toronto branch of United 
Distillers, Ltd. 

Mr. Byrnes. He is a Canadian ? 

Mr. Haas. Yes, sir. 

Mr. DeWrnp. Do you, by any chance, have a picture of Basil 
Windron ? 

Mr. Haas. No: I do not. 

Mr. DeWinp. Now, you have divested yourself of $1,500,000. Did 
you ever have any further connection with those certificates? There 
was $600,000 remaining that you had delivered. 

Mr. Haas. In 1948, in the summer of 1948—— 

Mr. DeWinp. This is going back in point of time while the box 
was frozen? 

Mr. Haas. While the box is still frozen. 

Mr. DeWrnp. Yes. 

Mr. Haas. Mr. Windron came down with $600,000—I don’t know, 
I don’t want to say. He came down with bonds and asked me if I 
would cash them at the New York bank, and I said “No.” I was 
through as far as that was concerned. I told him, however, that I 
would introduce him. 

Mr. DeWinp. Could you speak up just a bit louder, please? 

Mr. Haas. I told him, however, that I would introduce him and he 
could do it himself. 

Mr. DeWinp. He wanted you to get $50 and $100 bills? 

Mr. Haas. For the bonds that he had. He didn’t specify the amount 
that he had. He said that he would let me know. A few days later, 
he said, “All right, I have got my instructions to cash them myself, 
not under my own name. My company doesn’t want my identity to 
be known.” 

I introduced him to the bank and he cashed the bonds, and that 


was that. 

Mr. DeWrxp. Under what name did you introduce him at the 
bank ? 

Mr. Haas. At one branch of the bank he asked to be introduced as 
Frank J. Singer. 

Mr. DeWinp. How did you identify him? Were you required in 
introducing him to say—you were known at the bank, of course. 
This is the Chemical on Thirty-eighth Street / 
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Mr. Haas. This was the Chemical at London Terrace. 

Mr. DeWrnp. The branch of the Chemical at London Terrace, 
New York? 

Mr. Haas. Yes. I introduced him to a friend of mine who intro- 
duced him to the bank. 

Mr. DeWrnp. And he was introduced by the friend as Frank J. 
Singer ¢ 

Mr. Haas. Yes. 

Mr. DeWinp. Of London Terrace Apartments? 

Mr. Haas. Well, he had an apartment there. I don’t know whether 
he was introduced just that way. 

Mr. DeWrnp. Did he have to state any occupation or identifica- 
tion there? 

Mr. Haas. I don’t know. I wasn’t there at the time. I know that 
when I introduced him again after that, when he got finished with 
the Chemical at the London Terrace, I introduced him to the Chemi- 
cal at Forty-sixth Street. He asked to be introduced under a differ- 
ent name, as a contractor. 

Mr. DeWinp. What name did he use on that occasion ? 

Mr. Haas. Glassberg. 

Mr. DeWrnp. Is that Harry Glassberg ? 

Mr. Haas. Harry Glassberg. 

Mr. DeWrnp. Did he describe himself then as a coat and suit 
manufacturer ? 

Mr. Haas. I don’t know whether it was as a coat and suit manu- 
facturer or whether it was just as a contractor. I am not sure. 
It could have been as a coat and suit manufacturer. 

Mr. DeWrnp. You introduced him personally on that occasion ? 

Mr. Haas. Yes, sir. 

Mr. DeWrnp. So he used two aliases in New York, Frank J. 
Singer at the Chemical Bank at the London Terrace, and Harry 
Glassberg at the Chemical Bank at Forty-sixth Street? 

Mr. Haas. That is right. 

Mr. DeWrnp. Now, did those two transactions cover the whole 
thing? Was he able to cash all of the bonds that he had ¢ 

Mr. Haas. I don’t know how much money was involved. My im- 
pression was that it was about $450,000. 

Mr. DeWinp. About $450,000? 

Mr. Haas. Yes. 

Mr. DeWrnp. Were these short-term certificates the same as those 
you had taken to Canada ? 

Mr. Haas. I don’t know whether they were short-term or whether 
they were exchanged for long-term coupons originally. I don’t re- 
member. 

Mr. DeWrnp. Now, did Windron tell you what he was going to do 
with this $450,000 of cash and small bills? 

Mr. Haas. No, sir. 

Mr. DeWinp. Did you ever learn what he did do with them ? 

Mr. Haas. No, sir. 

Mr. Curtis. What was the real name of the man who was intro- 
duced as Frank J. Singer? 

Mr. Haas. Basil Windron. 

Mr. DeWrnp. Both Frank J. Singer and Harry Glassberg were 
Basil Windron ? | ; 

Mr. Haas. Yes, sir. 
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Mr. DeWrnp. Could you describe to the best of your ability what 
Basil Windron looks like; what is his age and height? 

Mr. Haas. Yes. I would say that he is about 2 inches shorter than 
I am, stockily built as I am, balding, gray hair, clean-shaven. 

Mr. Byrnes. How high would that be? What is your height? 

Mr. Haas. I am 6 feet in my shoes. I would say that he might be 
5 feet 9 or 10. Some people can paint a word picture of an individual. 
I haven’t got that ability. 

Mr. DeW rnp. About how old a man is Windron ? 

Mr. Haas. I would say that he was somewhere between 50 and 60. 

Mr. Curtis. Could you say who it was that introduced him as 
Frank J. Singer? 

Mr. Haas. Yes. I had a friend of mine to whom I introduced him 
and he introduced him to the bank, because 1 wasn’t too well ac 
quainted at the London Terrace branch, but I had a friend wh: 
was, so I asked this friend to do me a favor and introduce this other 
friend of mine to the bank, which he did. 

Mr. Curtis. Did the friend know that this person was using an 
alias? 

Mr. Haas. No. 

Mr. Curtis. So that the friend introduced him in good faith on the 
basis of what you told him ¢ 

Mr. Haas. Oh, ves. 

Mr. DeWrnv. Was that the only connection that this person had 
with the transaction, of any kind ¢ 

Mr. Haas. He might have helped him—I know this, that whenever 
he came to town he would either call me or him. Maybe four or five 
times they went tolunch together. This is what Iunderstand. Either 
my friend on the way back to his office went to the bank with him to 
cash a check or cashed it for him. 

Mr. DeWtnp. Well, I suppose that in view of that we had better 
have you identify your friend for our record here. 

Mr. Haas. His name is Mr. Arthur Gold. 

Mr. Byrnes. What was the first name ?¢ 

Mr. Haas. Arthur. 

Mr. Byrnes. Will you spell the last name ? 

Mr. Haas. G-o-l-d. He did it purely as a favor to me. 

Mr. DeWrnp. Well, at all times, to your knowledge, your friend 
believed that this man’s name was Frank J. Singer ? 

Mr. Haas. Oh, yes. 

Mr. DeWinp. Even until now? 

Mr. Haas. Even now. 

Mr. Curtis. Was he the same man who introduced this individual by 
the second name? 

Mr. Haas. No, sir; L introduced him to the second bank. 

Mr. Curtis. And what name was used then? 

Mr. Haas. Harry Glassberg. 

Mr. Curtis. Harry Glassberg ? 

Mr. Haas. Yes, sir. 

Mr. DeWrnp. So far as you know, these names were chosen com- 
pletely at random, or did they have some significance ? 

Mr. Haas. I don’t know. He chose them. 

Mr. DeWrnp. You don’t know of anybody who, in fact, bears these 


names? 
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Mr. Haas. No, sir; I do not. 

Mr. DeEWrnp. Well, now, the whisky deal never went through, but 
nevertheless all of this money or the bulk of it was reduced to small 
bills and was transported to Canada ? 

Mr. Haas. Yes. 

Mr. DeWrnv. And Windron gave you no reason why he should, even 
though the whisky deal had fallen through, want $50 and $100 bills? 

Mr. Haas. I didn’t know at that time that the whisky deal had fallen 
through. I am not sure. 

Mr. DeWrnp. That was in the summer of 1948? 

Mr. Haas. Yes. 

Mr. DeWrnp. In any event, the cash now was in excess of the $3 

case side payment ? 

Mr. Haas. Yes; it was. 

Mr. DeWrnp. Now, do you know the source of these funds that 
were received by Tivoli Trading Co.—the $1,500,000? 

Mr. Haas. No, I do not, except that it was my understanding when 
I first sat down in discussion that it was borrowed from Regan Potter 
& Co. 

Mr. DeWinp. Well, now, at that time did H. H. Klein own all of the 
stock in Tivoli; that is, at the time this loan was made or was out- 
standing ? 

Mr. Haas. I don’t know. That was before my time. 

Mr. DeWinp. Well, by February of 1947 he did own all of the stock 
of Tivoli; did he not ? 

Mr. Haas. Yes; the early part of 1947. 

Mr. DeWinp. That is right. Well, now, if the loan was made by 
September of 1946, at that time, according to Klein’s representations, 
he owned only a quarter of the stock of Tivoli and, in fact, only owned 
a quarter until January 21, 1947, when he required the remaining 
three-quarters. Now, what did he do to get the remaining three- 
quarters ¢ 

Mr. Haas. This is also something that I was told. I was not their 
accountant. 

Mr. DeWrnp. That Mr. Klein told you? 

Mr. Haas. Yes. He made an allowance on the price that he sold 
this stock for in the sum of $375,000. 

Mr. DeWinb. So here he picks up the stock of Tivoli, three-quarters 
of the stock of Tivoli, and makes an allowance on the purchase price 
of his other securities of $375,000, which is precisely a quarter of 
$1,500,000, 

Mr. Haas. Yes. 

Mr. DeW inp. Now, $375,000 will not buy three-quarters of Tivoli / 

Mr. Haas. I don’t know. 

Mr. DeWrnp. Well, it might buy it, but it is worth—three-quarters 
of Tivoli was worth more than $375,000. 

Mr. Haas. I don’t know that either. 

Mr. DeWinp. Well, do you know what the book entries were on the 
books of Regan Potter & Co., how they discharged that outstanding 
loan—rather account receivable—from Tivoli? 

Mr. Haas. I don’t know of my own knowledge. I have been told 
Since, 

Mr. DeWrnp. Well, how was it taken care of ? 
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Mr. Haas. There was an entry made showing the receipt of bonds 
and crediting the account receivable $1,500,000. 

Mr. DeWrnp. Well, as I see the transaction so far as it has bee 
disclosed, Regan Potter & Co. in September of 1946 lends $1,500,001 
Tivoli Trading Co., which is out of business. Tivoli buys bonds ; 
then credits it back or repays the loan by turning the bonds over. 
bonds were credited back to Regan Potter. 

Mr. Haas. That is what I understand, too. 

Mr. DeWrnp. Is there any purpose or significance to that tra 
action that you know of ¢ 

Mr. Haas. I really don’t know. have to repeat again tha 
wasn’t the accountant for the companies. 

Mr. DeWinp. Well, now, excluding these certificates that they 
borrowed, that they had purchased with the borrowed funds, 
was the net worth of Tivoli at that time ¢ 

Mr. Haas. I don’t know that, Mr. DeWind. I never did get 
figures with respect to Tivoh. 

Mr. DeWinpb. You don’t know whether or not Tivoli had the 
of $1,000,000 in cash on hand ¢ 

Mr. Haas. No, I have heard somebody say that, but I don’t k 
that. 

Mr. DeWrnp. Your information js that Klein purchased that fo: 
$375,000 and picked up three-quarters of Tivoli, and that Tivoli « 
have $1,000,000 cash net assets, and you don’t know what the expla 
tion for that transaction was? 

Mr. Haas. No. 

Now, if you will give me just a minute, please. There is a lett 
dated August 31, 1951, which says that in course of retention b 
H. H. Klein of his interest in Tivoli and of his acquisition of 
terests held in it by us, et cetera, there was an appropriate adjust- 
ment for the purchase price paid to H. H. Klein for his shares in t! 
other companies. 

This isa letter signed by H. H. Klein and McLennon. 

Mr. DeWrnp. I would like now to turn to another matter, Mr. 
Haas. 

In December of 1949, did you participate in an audit of the 1947 
Klein tax return with an internal-revenue agent named Barnes? 

Mr. Haas. I participated with Barnes in an audit of the 1948 
turn, I think, Mr. DeWind. I have no recollection of an audit of th: 
1947 return. I don’t see how we could have audited the 1947 retur 
since the figures were up in the Tax Court for adjustment there. | 
don’t think he would have the right to make an audit—maybe 
would, but my recollection was that Barnes audited the 1948 retu 

Mr. DeWrnp. The offer of settlement of $1 million was made in No- 
vember of 1949 to include the year 1947. At that point, the 1°47 
return was assigned to Barnes for audit. I believe he came to see 
you in December of 1949. 

Mr. Haas. I don’t know what day. I know he came to see ! 
and my impression is that it was the 1948 return that we audited. 

Now, you have asked me this cold. 

Mr. DeWrnp. He testified here yesterday that it was for the 
return. 

Mr. Haas. It could have been. 


1947 
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Mr. DeWrnp. His revenue agent’s report on that is the 1947 return. 

Mr. Haas. It could be. My impression was that it was 1948. 

Mr. DeWrnp. Do you have the papers in connection with the audit 
with you 

Mr. Haas. Not in connection with the audit. I mean that the only 
thing he could have audited was the work sheets that I got from Mr. 
Klein. 

Mr. DeWinp. Well, he said that he saw the bank statements. 

Mr. Haas. Mr. Klein’s bank statements ? 

Mr. DeWrnp. Yes. 

Mr. Haas. Yes. 

Mr. DeWrnp. And that he came over to your office and apparently 
checked the bank statements there and some work sheets. 

Mr. Haas. No. I was just referring to the sale of the securities. 
All he could check was through the work sheets that Klein gave me. 
The other income and expenses of Klein he checked from the checks 
and bank statements. I am taking your statement that it is 1947. 

Mr. DeWrnp. Do you have any record to establish the date on 
which Mr. Barnes came to see you ¢ 

Mr. Haas. No: I do not. 

Mr. DeWrnp. Do you have any records anywhere in your office in 
New York or anywhere that would establish that date / 

Mr. Haas. Ordinarily, we would establish the date by having re- 
ceived a COpyV ¢ f the RAR I have never received an RAR on Klein, 
any examinations. I think they have been examined through 1949, 
his personal returns. 

Mr. DeWrnp. You do remember Mr. Barnes coming to your office / 

Mr. Haas. Yes, I do. 

Mr. DeWinp. In December of 1949 / 

Mr. Haas. I don’t know whether that is the date. I remember him 
coming. 

Mr. DeWrnp. He called you in advance and arranged an appoint- 
ment and came over ¢ 

Mr. Haas. That is generally the practice. 

Mr. DeWrnp. Well, do you recall the circumstances of his visit? 
You cannot recall the precise date, but do you remember what time 
of the day he came in, when he was there / 

Mr. Haas. The accountants generally come in and start the exam- 
ination there in the morning at 10 o'clock. But I am not saving that 
Barnes came in at 10 o’clock. I don’t remember. I know that he was 
there. 

Mr. DeWinpb. You remember talking with him ? 

Mr. Haas. Oh, yes; I remember talking with him. Again I say 
that my impression was that it was 1948. Now, if you say it is 1947, 
I will accept your statement, Mr. DeWind. ; 

Mr. DeWrnp. In connection with that audit, didn’t he ask you about 
the Tivoli Trading Co. ? ; 

Mr. Haas. I don’t remember. If he had asked me, I couldn’t have 
given him information. 

Mr. DeWrnp. Didn’t he go into the question of the spread between 
the fair market value and the purchase price of the UDL stock that 
Klein purchased at $8—$25 being the market quotation ? 

Mr. Haas. Mr. DeWind, I don’t believe that 1 ever have discussed 
the purchase of that stock with anybody, whether it was Mr. Barnes or 
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anybody else. I mean, that is my recollection. I might have, but | 
don’t remember. 

Mr. DeWinp. You prepared the 1947 return, didn’t you? 

Mr. Haas. Yes, I did. 

Mr. DeWinp. Well, let me show you a photostatic copy of that re 
turn, together with a rider, which is identified as Hyman H. Klein’s 
1947 income-tax return. 

Mr. Haas. | have a copy. 

Mr. DeWrnp. You have the retained copy ¢ 

Mr. Haas. Yes. 

Mr. DeWrnp. Now, on this rider that relates to Tivoli and Hannes 
didn’t Barnes question you about that stock ¢ 

Mr. Haas. No, sir. I have absolutely no recollection of that. 

Mr. DeWinp. Do you remember telling him that you were not pre- 
pared to discuss anything relating to Tivoli or Hannes? 

Mr. Haas. I have no recollection that I told him I wasn’t prepared 
to discuss anything on the 1947 return with respect to any of these 
details. Now, that was because I was so instructed. Now, that is a 
recollection. That is why I say I think it was 1947, because I was told 
that he couldn’t get any more information on the sale of stock than was 
in these work sheets, because the case was in the Tax Court. 

Mr. DeWinp. I see. Who had instructed you not to give him any 
information on it? 

Mr. Haas. I think the attorneys. It might have been Mr. Klein, 
the attorneys for Mr. Klein. I know they assisted in preparing the 
returns. 

Mr. DeWinp. Wasn't this audited in connection with this million 
dollar offer of settlement, and wasn’t this audited as an essential part 
of the settlement? 

Mr. Haas. So far as my knowledge is concerned, I don’t think any 
audit was made in connection with any offer of settlement. 

Mr. DeWrxp. So, when that question came up of Tivoli and Hannes, 
you just told him that you had your instructions not to discuss it 
and that you were not prepared to discuss it ? 

Mr. Haas. If that is what Mr. Barnes said—and he is a truthful! 
man and I will take his word—I have no recollection of it. 

Mr. DeWrnp. Well, didn’t McGuigan and Kilcullen discuss this 
million dollar settlement offer that was made in November 1949, with 
you ¢ 

Mr. Haas. Here is how I remember: I know that I was present at 
the very first conference that was had in Washington when an offer 
of $100,000 in settlement was made. 

Mr. DeWrnp. $100,000? 

Mr. Haas. That is the first one. I don’t know what that date was, 
but I assume the Bureau of Records will show. 

Thereafter, most of the discussion with respect to settlement was 
between McGuigan and Kilcullen and Mr. Klein. I would work with 
Mr. Klein rather than the attorneys, because Klein would ask me, 
“Well, what do you think? How do you think this figures? How 
do you think that figures?” He would ask my opinions about matters. 
But the eventual amount of an offer in settlement would come as a 
result of a discussion between his attorneys and Mr. Klein. 

Mr. DeWrnp. Do you remember ever discussing a million dollar 
offer in settlement with Mr. Klein? 
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Mr. Haas. I have a recollection of an offer of $1 million. I have 
a recollection of three offers, I think; $100,000, $1,000,000, and 
$1,650,000. 

Now, the reason I have the recollection is by constantly talking 
with Mr. Klein about this thing. 

Mr. DeWinp. Did you have any way of establishing when you first 
heard about the million-dollar offer ? 

Mr. Haas. I do not. 

Mr. DeWinpv. Do you have any office record or diary or anything 
in your file to establish that ? 

Mr. Haas. No, sir. 

Mr. DeWinp. Well, was your part in any discussion of settlement 
an incidental one of simply being asked what you thought about it? 

Mr. Haas. Yes: it was purely incidental. 

Mr. DeWinv. When Barnes finished—strike that. 

When Barnes came in on this audit of 1947—when he came in in 
December of 1949, did you take him to lunch on that day ? 

Mr. Haas. I might have. I am very happy to take any of these 
gentlemen to lunch. 

Mr. DeWinp. Yes. I just wondered 

Mr. Haas. I don’t want to give a “Yes” or a “No” answer. He 
might not have been able to have lunch. I had one or-two other 
cases with Mr. Barnes, and I had the pleasure of having lunch with 
him. Whether it was that particular time or not, I don’t know. 

Mr. DeWinp. Had you met Mr. Barnes previously ? 

Mr. Haas. Yes: I had. 

Mr. DeWrnp. In connection with what ? 

Mr. Haas. As an internal revenue agent examining the records of 
one of my clients. 

Mr. DeWinp. Was that Morris Alprin? 

Mr. Haas. It could very well have been. Iam not sure. 

Mr. DeWrnp. Had that occurred prior to this December 1949 audit ¢ 

Mr. Haas. I can’t give you dates. I think all of this data is avail- 
able because I think there are agents’ reports on it. 

Mr. DeWinv. When Barnes came in December of 1949, you already 
knew him? 

Mr. Haas. Oh, yes. 

Mr. DeWinp. Now, is there no way at all that you can pin-point the 
date on which you and Barnes discussed this 1947 return in December 
of 1949? 

Mr. Haas. There is no way that I can do that now. 

Mr. DeWinp. Have you had any conversation with Barnes since 
that time? 

Mr. Haas. To the best of my recollection ; no. 

When we finished the audit, it was through, and I don’t think I have 
ever had any other examination with him. Iam not sure of that. 

Mr. DeWinp. Has Barnes ever come to see you in your office except 
in connection with an audit ? 

Mr. Haas. Oh, no. 

Mr. DeWinp. You are sure of that? 

Mr. Haas. Well, he knows everybody in my oflice. When you ask 
me whether he has come to see me, I would say “No.” 

Mr. DeWrnp. That is what I mean. Has he come in to see you? 





3302 INTERNAL REVENUE INVESTIGATION 


Mr. Haas. Not that I know of. There is no reason for him to come 
to see me. 

Mr. DeWinp. Did Barnes see anybody else in connection with the 
Klein audit other than you / 

Mr. Haas. I don’t think so. 

Mr. Byrnes. Nobody else in your office would have information that 
might be used in connection with the Klein case? 

Mr. Haas. I don’t think so, except that this copy is in the file and 
anybody could go to the file and pick it out, but they just wouldn’t do 
that. 

Mr. Byrnes. I mean at the time of the audit, at the time this audit 
was made, did he have contacts at that time with anybody else in the 
office with regard to it? 

Mr. Haas. No, sir. 

Mr. Byrnes. Just with you? 

Mr. Haas. Yes. 

Mr. Byrnes. Do you remember talking with him at the time about 
when his audit report would be through and would be made? 

Mr. Haas. I don’t recollect. 

Mr. Byrnes. Do you remember talking with him about whether he 
was going to take a vacation? 

Mr. Haas. I might have. 

Mr. Byrnes. You might have? 

Mr. Haas. Yes. When we are through with a case there is small 
talk that passes between us. 

Mr. Byrnes. Well, | am wondering whether you remembered being 
concerned about having information as to when the report would 
be written up? 

Mr. Haas. I might have. 

I know that I consulted with the attorneys with respeet to the audit 
and that it may be that they wanted to find out when an RAR would 
be ready. As the accountant prepared it, I didn’t care whether it was 
ready in 1 week or 1 month. 

Mr. Byrnes. You didn’t care? 

Mr. Haas. I didn’t care, no. 

Mr. DeWinp. Was your client interested in getting that informa- 
tion, though ? 

Mr. Haas. My impression—and it is a very vague one—is that the 
attorneys were interested in the examination. It is so vague that I 
hate to testify to it. But whatever it is, my impression is that it was 
the attorneys who wanted to know when the audit was over and when 
it was going to be finished. 

Mr. Byrnes. Do you remember him telling you that he probably 
would write it up after the first of the year? 

Mr. Haas. I don’t remember that. 

Mr. Byrnes. You don’t remember that at all? 

Mr. Haas. I have very little recollection of that audit. 

Mr. DeWinp. The attorneys you refer to are McGuigan and Kil 
cullen ? 

Mr. Haas. Yes. I may be doing him an injustice. I know Klein 
was interested. After all, it was the audit of his own return. But 
whether he was insisting on knowing when they were going to be 
finished, I don’t know. 
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Mr. DeWrnp. Did you make a report to Klein as soon as the audit 
was finished ¢ 

Mr. Haas. Oh, yes; I gave him back his canceled checks and I told 
him the audit was finished. I got no report, I don’t think, from 
Barnes as to the result of his findings. Generally he had a form waiv- 
ing Statute 870, but I don’t think we got it on this audit. 

Mr. DeWtnp. Barnes said that in this audit there was thrown in 
as dividend income the spread between $8 a share and $25 a share on 
the UDL stock, and that he adjusted the gain on the sale by throwing 
in the value attributed to the Tivoli stock, so there was a rather large 
adjustment. He said that he had simply been instructed to make that 
adjustment by the technical staff. 

Mr. Haas. Wasn't that 1948 / 

Mr. DeWinp. No; that is 1947. Do you recall reporting to Klein 
that Barnes had been in and indicated that the audit was finished ¢ 
You didn’t have the RAR at that point. 

Mr. Haas. Naturally, I had to report to him that it was finished. 

Mr. DeWinp. Now, at that point, did Klein inquire how long it 
would take to get the thing written up / 

Mr. Haas. I have no recollection of that. I don’t know whether 
Klein asked or whether the lawyers asked or whether the suggestion 
that you make makes me think of it. I have too vague a recollection 
of that examination. 

Mr. DeWinp. Would you have made any report concerning the 
matter to anybody except Klein or the attorneys / 

Mr. Haas. No; I believe that Barnes told me that whatever adjust- 
ments he was going to make he would make after he was through with 
the audit. Ordinarily, when they audit they say, “Now, this is wrong, 
and I am going to disallow so much.” There was no such specific dis- 
cussion at the time. 

Whatever adjustments he was going to make he said that he would 
make after the audit was over. 

Mr. DeWinp. Didn't Barnes say at the end of the audit that he 
could write it up in a matter of hours, but that he would let it go over 
until the first of the year ‘ 

Mr. Haas. I don’t recall that. 

Mr. DeWtnpb. Do you remember whether he indicated he was going 
to go away on a vacation and would do it when he got back at the 
first of the year / 

Mr. Haas. If I knew that, I would answer. I don’t recall. 

Mr. DeWrnpv. Well, I am just hoping that we can refresh your 
memory on it by having you think about it. 

Mr. Haas. I have this letter from McGuigan and Kilcullen with 
respect to the UDL stock. 

Mr. DeWrnp. Tell me, Mr. Haas, do you make any detailed record 
whatever of the people you see / 

Mr. Haas. | have a little notebook which I carry which is a month- 
by-month record in which I put down my appointments. 

Mr. DeWinp. Do you have that book for December of 1949? 

Mr. Haas. I might have. As a matter of fact, I am quite sure I 
have it. There is no reason for me to have thrown 1949 away. I keep 
these for 3 years. I must have it. If you want me to refer to it—— 

Mr. DeW inp. Would that show that Barnes came? 

Mr. Haas. If I had an appointment with Barnes it should show. 
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Mr. DeWrnxv. Would it show that you went to lunch with him / 

Mr. Haas. It might not show that. If it was an appointment fo: 
the morning and was an examination which normally would ¢ 
through lunch, I would invite him. 

Mr. DeWrnp. Well, I wish you would please, when you get back 
look into that. 

Mr. Haas. I will. I will call on the telephone Monday. 

Mr. DeWrnp. All right. 

Then you cannot be completely sure now that the only persons you 
could have talked to about the audit or about the time that it would 
take to write it up would be H. H. Klein, McGuigan, or Kilcullen / 

Mr. Haas. Bear in mind that whenever I mention the name H. H 
Klein, it can also refer to Mr. Rosenberg, his personal attorney, becaus: 
it has always been the practice whenever Klein wanted something that 
he would send Rosenberg, or he might come for it if Klein wasn’t avail 
able. I would tell Rosenberg. 

Mr. DeWinp. So it would be Klein, Rosenberg, McGuigan, and Kil 
cullen ? 

Mr. Haas. Yes. 

Mr. DeWrnp. And you are certain that you made a report to one of 
those that Barnes had finished his audit? 

Mr. Haas. I certainly made a report to Mr. Klein, either to him 
directly or to Mr. Rosenberg, that Barnes had been in, and I asked 
him to come in and get his checks back. 

Mr. Byrnes. How soon after the day that Barnes was in would you 
normally do that ? 

Mr. Haas. Well, Mr. Klein would come to my office about once a 
week, and I would say that the time he came in after Barnes would 
be within a week’s period. I would have given him his checks back 
and told him about this thing. 

Mr. Byrnes. Might you have called him the same day? 

Mr. Haas. I might have. 

Mr. DeWinv. Would you records show such a phone call? 

Mr. Haas. I don’t think I called him about that. I am trying to 
think of some reason why I would have to call him specifically about 
it. I don’t think so. 

Mr. DeWtnp. If you saw him on that day—— 

Mr. Haas. I would have told him. 

Mr. DeWixp. Would your book show an appointment with him? 

Mr. Haas. Well, if you know the day of the week that Barnes wa 
in my office—— 

Klein used to come to my office on Tuesdays. Sometimes he would 
be there on Tuesday and Wednesday. Now, if December 20 was 
Tuesday, he got the information the same day. 

Mr. DeWrnp. Well, December 20 was a Tuesday. 

Mr. Haas. And when was Barnes supposed to be in? 

Mr. DeWrnp. It may have been December 20. 

Mr. Haas. I don’t think they met. 

Mr. DeWinp. Well, it could have been before that, but he might 
have reported to you on the status of his report and when it would b« 
ready on December 20, the Tuesday. 

Mr. Haas. I have no recollection of him reporting to me on the 
status of the report at all. Hemight have. I don’t say that he didn't 
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I myse!f fail to get the significance of the line of questions. Perhaps 
if you will tell me, it might help—I don’t have any recollection. 

Mr. DeWinpv. But you say December 20 was a day when you would 
have seen Klein in the ordinary course ? 

Mr. Haas. Ordinarily. Now, December 20 is close to a holiday. 
He might have gone on a vacation. But, as I say, he generally eame 
to my office on Tuesdays. 

Mr. DeWrnp. Your book would show that? 

Mr. Haas. No. In view of the fact that he came regularly, it wasn’t 
an appointment. I knew that every Tuesday he would come. 

If he wasn’t going to come in on Tuesday, he would call me up on 
the telephone and say, “I am not going to be there this Tuesday,” be- 
cause he knew that I would wait for him for lunch. 

Mr. DeWinp. What time would his train come in on Tuesdays? 

Mr. Haas. He would take an early morning train out of Baltimore 
and he would be in my office between 12 and 12: 30. 

Mr. DeWixv. When he would take an early train—on those occas- 
ions you would generally have lunch with him, I suppose ¢ 

Mr. Haas. Yes, I would have lunch with him. 

Mr. DeWinp. And I suppose that you would get back from lunch 
about 2 or 2:30? 

Mr. Haas. Whenever we got back we would sit down and talk about 
his matters, and then he would go on his way. 

Mr. Byrnes. Well, what did you do for Mr. Klein besides making 
out his tax, his income-tax returns? 

Mr. Haas. Starting with the year 1949, I audited the books of the 
company that he organized. In 1950, we started to audit the books 
of the Harvey Co., another one of the companies that he owns. We 
have been auditing the books of those two corporations in addition 
to making up his individual income-tax returns. 

Mr. Byrnes. So that around this period you were very actively en- 
gaged in various matters for Mr. Klein? 

Mr. Haas. Yes. He himself had an interest in—there were three 
corporations that he had interests in which we audited for him start- 
ing at about 1949. 

Mr. Byrnes. He would come in to the office for a weekly report on 
those audits? 

Mr. Haas. Well, after a while it became a matter of bitter complain- 
ing. After a while he would come in and complain that he wasn’t 
busy enough, that he was going crazy, that he had nothing to do, and 
that is the reason why in 1950 he went into the liquor-distribution 
business again. 

Mr. DeWrnp. Did Mr. Klein ever make any long-distance telephone 
calls from your office when he was there on Tuesdays? 

Mr. Haas. I think so. We always sent him a bill at the end of the 
month. My girl would take the telephone bill and look up all of the 
calls that we knew Klein had made and we would send him a bill for 
that. 

Mr. DeWinp. Does your office maintain copies of those bills for the 
telephone calls? 

Mr. Haas. I think we retain the original telephone bills on which 
would be marked “HHK.” 

Mr. DeWrnp. Do you have the original telephone bills for 1949? 
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Mr. Haas. I don’t know. I will certainly check. There is no reason 
why we shouldn’t have them unless the bills for 1949 were thrown 
away. 

Mr. DeWrxp. Will you try to get the telephone bills for December 
1949? 

Mr. Haas. Yes; I will. 

Chairman Kine. Mr. Counsel, what are the items that you ar 
asking Mr. Haas to furnish? 

Mr. DeWrnp. His appointment books for 1949, and his office tele- 
phone bills for December 1949. I don’t mean only the ones for Klein 
but all of the office telephone bills, particularly showing the toll 
calls. 

Did you ever hear Mr. Klein make a call concerning this 1947 
return audit? 

Mr. Haas. I don’t understand the question. 

Mr. DeWinp. Did Mr. Klein ever make a telephone call from your 
office concerning this audit? 

Mr. Haas. Concerning this audit ¢ 

Mr. DeWrnp. Yes. 

Mr. Haas. No, sir—to whom? 

Mr. DeWrnp. To anybody. 

Mr. Haas. No; although he may have made a call to McGuigan and 
Kilcullen. If he did do that, I would know nothing about it. 

Mr. DeWinp. Would there be any other report whatever of tele- 
phone calls made from your office ? 

Mr. Haas. No; the original bills would have 

Mr. DeWinp. I mean if local calls are made, no record would be 
kept, of course ? 

Mr. Haas. No; that is right. 

Mr. Byrnes. Do you ever remember him calling Mr. Maloney, the 
attorney, in New York? 

Mr. Haas. From my office? 

Mr. Byrnes. Yes. 

Mr. Haas. He might have. I know that he knew Mr. Levy quite 
well. He might have called him for lunch. I know we had lunch 
together, Mr. Levy, Mr. Klein, and myself, so that he might have 
called him for a luncheon appointment. 

Mr. DeWrxp. When was the last time that you spoke to Mr. 
Maloney ? 

Mr. Haas. Yesterday. 

Mr. DeWinp. You spoke to him yesterday ¢ 

Mr. Haas. Yes. 

Mr. DeWinp. What was the substance of your conversation yes 
terday ¢ 

Mr. Haas. He called me on the telephone and said, “How did you do 
yesterday ?” 

I said, “All right.” 

He says, “Can you come to see me ” 

I said, “Any reason?” 

He said, “Come over.” 

1 was on my way back up anyway. I stopped off and saw him in 
the restaurant for about 5 minutes and he said, “Any mention of me?” 
I said, “Not to me.” ' 

“But what did they ask you?” 
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I said, “Figures, that is all.” 

I think I told Mr. Riordan that I expected to get calls from people 
when I came home the other day. 

Mr. DeWrnv. When was the time before that that you last saw 
Mr. Maloney / 

Mr. Haas. On the train coming here the first time I appeared. 

Mr. DeWrnp. Can we establish when that was / 

Mr. Haas. March 19. 

Mr. DeWinv. You met Mr. Maloney on the train coming down 
here ¢ 

Mr. Haas. He and Mr. Levy had a drawing room and I sat with 
them. 

Mr. DeWinp. They called you in advance and told you they were 
coming down / 

Mr. Haas. No, sir. I called Mr. Levy. 

Mr. DeWinv. You called Mr. Levy before you came from New 
York and told him you were coming, and he said he was coming on 
the same train ? 

Mr. Haas. Yes, sir. 

Mr. DeWrnp. So you made arrangements, then, to meet on the 
train ¢ 

Mr. Haas. No. I said that I would see him. He didn’t know what 
his space was going to be, and I didn’t know what my space was 
going to be. 

Mr. DeWrnpv. He didn’t tell you the drawing room number / 

Mr. Haas. No. I didn’t know he had a drawing room. 

Mr. DeWrnp. But you did identify that you were both going to 


come down on the same train, and vou met them on the train and 


rode down together? 

Mr. Haas. Yes, sir. 

Mr. DeWixp. Now, how did that come about? How did you hap- 
pen to call Maloney? 

Mr. Ha AS, ] did not call Maloney. I didn’t know Maloney too well, 

Mr. DeWinp. You called Mr. Levy? 

Mr. Haas. Mr. Levy is an old friend of mine. I knew that he was 
interested in the case. and I knew that he would be interested in 
knowing that I was fOlIng down, so I called him to tell him. not even 
knowing that he was called up. I wouldn’t know that. 

Mr. Di WIHINp. Was that the day before you came down / 

Mr. Haas. Yes. 

Mr. DeWinp. You called Mr. Levy and said, “I am going to Wash- 
ington tomorrow” on such-and-such a train / 

Mr. Haas. Yes. 

Mr. DeWinn. What train was it ? 

Mr. Haas. The 9: 30 train. 

Mr. DeWrnp. The 9:30 train—and he said what. “I am going 
down. too”? 

Mr. Haas. He said,“Iam going down. I will meet you there.” 

Mr. DeWrnp. You found that you were both coming down to the 
King committee ? 

Mr. Haas. Yes. 

Mr. DeWrnp. Who else rode with you—the third person ? 

Mr. Haas. Mr. Maloney. 
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Mr. DeWrnp. Was there anybody else with you? 

Mr. Haas. No, sir. 

Mr. DeWinp. That was on March 18 that Maloney said, “I will se: 
you on the train”? 

Mr. Haas. Not Maloney. 

Mr. DeWinp. I am sorry, Mr. Levy said, “I will see you on th: 
train” ? 

Mr. Haas. Yes. 

Mr. Byrnes. Did Mr. Levy have a drawing room, did you say ? 

Mr. Haas. Yes. 

Mr. Byrnes. And you had one also? 

Mr. Haas. No. I had a chair in a different car. When they told 
me they had a drawing room, I sat with them. 

Mr. Byrnes. Mr. Levy and Mr. Maloney had a drawing room ? 

Mr. Haas. Yes. 

Mr. Curtis. Over the months, did Mr. Levy talk to you about Mr. 
Klein’s tax problems? 

Mr. Haas. Over the years, rather than the months. Since the jeop- 
ardy assessment, I had had lunch with Mr. Klein and Mr. Levy from 
time to time. Mr. Klein was always talking about his tax case. 

Mr. Curtis. Mr. Levy would follow up what he said with details? 

Mr. Haas. No: I don’t think so. I don’t think there was any talk 
about details. There was just talk about the fact that he was out of 
business because of the jeopardy assessment, and how long it was 
taking to get the matters straightened out, and wondering when he was 
going to be able to go back into business, and raising the devil gen- 
erally about the fact that he couldn’t be in business. That was the type 
of talk. 

Mr. Curtis. Did Mr. Levy sometimes ask you questions ? 

Mr. Haas. Well, he wouldn’t ask them of me, because he knows I 
wouldn’t discuss it. 

Mr. Curtis. I mean in the presence of Mr. Klein. 

Mr. Haas. He would certainly not ask them of me. He knows that 
I wouldn’t discuss Klein’s matters. 

Mr. Curtis. Did Mr. Klein, in your presence? 

Mr. Haas. He might have. 

Mr. Curtis. Did he? 

Mr. Haas. Nobody knew how the amount of the assessment was com- 
puted. As far as I am concerned, I still don’t know how the amount 
was computed. So Mr. Klein couldn't tell him because he didn’t know. 

Mr. Curtis. Did Mr. Levy ever ask Mr. Klein how his case was 
coming along and where it was at that point ? 

Mr. Haas. I don’t think Mr. Levy had the right to ask anybody 
It seems to me that other things were uppermost in his mind when 
we sat down to lunch. We were already familiar with the fact that he 
was involved in a big tax case. 

Mr. Byrnes. When did you say you saw Mr. Maloney last, yes- 
terday ? 

Mr. Haas. He called me yesterday. 

Mr. Byrnes. And he asked you what you had talked about or what 
you had been asked about? 

Mr. Haas. Yes. 

Mr. Byrnes. He asked you about himself; is that it? 

Mr. Haas. Yes. 
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Mr. Byrnes. Did he inquire about anything else ¢ 

Mr. Haas. No. He asked me what I talked about and I told him I 
just talked about the figures. 

Mr. Byrnes. Was there anything specific that he asked you about ? 

Mr. Haas. No. He said, “Was my name mentioned?” I didn't 
think it was. Whether or not it was, I didn’t remember. 

Mr. Byrnes. There wasn’t any other particular area that Mr. 
Maloney made a particular point of inquiring about ¢ 

Mr. Haas. No. 

Mr. DeWrinpv. What did you talk to Mr. Klein about at lunch on 
this same day? 

Mr. Haas. On this day? 

Mr. DeWrnp. The day that you saw Mr. Maloney I thought you 
said 

Mr. Haas. I had a lunch appointment with Mr. Klein yesterday, 
but he called it off, and I saw him at about 3 o’clock. He called me 
and told me to wait for him, that he wanted to talk to me about yester- 
day. Everybody wanted to talk to me about yesterday. 

Well, I had a conversation with Mr. Riordan about whether I should 
disclose or should not disclose to people what we had talked about. 
I was given the limits that you suggested, and I discussed those mat- 
ters and told him what we had talked about. 

Mr. Byrnes. When vou said “yesterday,” you refer to the day that 
you were questioned by the members of the staff of this committee ? 

Mr. Haas. Yes; last Wednesday. the day before yesterday. 

Mr. Byrnes. And that is the day you were questioned by the mem- 
bers of the staff of this committee ¢ 

Mr. Haas. Yes. 

Mr. Byrnes. Did Mr. Grunewald ever talk to you? 

Mr. Haas. I don’t know Mr. Grunewald. 

Mr. Byrnes. Has he ever called you or have you ever called him ? 

Mr. Haas. I don’t know Mr. Grunewald. 

Mr. Curtis. Have you ever heard Mr. Grunewald’s name men- 
tioned ? 

Mr. Haas. The only time I heard it mentioned was when it came out 
in the newspapers. 

Mr. Curtis. How long ago? 

Mr. Haas. Mr. Congressman, I don’t know how long ago. 

Mr. Curtis. Last fall? 

Mr. Haas. When it first came out in the newspapers. That was 
about a lunch between Mr. Grunewald, Mr. Levy, and Mr. Oliphant. 
That is the first time I ever heard that name. I was told that I should 
know it in connection with Howard Hughes, but I didn’t remember. 

Mr. Curtis. Who told you that? 

Mr. Haas. In talking about people generally. 

Mr. Curtis. Who tried to identify that man in your mind as some- 
one being connected with Howard Hughes? 

Mr. Haas. They weren't people that you are interested in. 

Mr. Curtis. I know a lot of people. 

Mr. Haas. It is a gang that I met at a card party and we talked 
about this thing. Somebody said, “Why, that is the same fellow 
that was with Howard Hughes.” 

Chairman Kine. Mr. Hughes is not in our record. 
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Mr. Haas. I don’t know what the reference was, because I didn’ 
follow that case at all. 

Mr. Curtis. Did you ever, at any time, hear Mr. Levy mention the 
name Grunewald ? 

Mr. Haas. No; I never did. 

Mr. Curtis. Did you ever hear Mr. Klein mention Mr. Grunewald ’ 

Mr. Haas. No, sir; I never did. 

Mr. Curtis. Not even after some of these things were unfolded here 
in the newspapers ¢ 

Mr. Haas. Well, after it was in the newspapers, everybody that 
knew Mr. Klein would talk to him and ask him who Grunewald was 
With respect to the newspaper reports, we talked about it. I asked 
him who he was. 

Mr. Curtis. What did he say? 

Mr. Haas. Well, I heard Mr. Marrs talk about Mr. Bolich, but his 
language probably doesn’t compare with Mr. Klein’s; so, I can’t 
repeat it. What he said was blankety-blankety-blank—I don’t know. 

Mr. Curtis. I have nothing further. 

Mr. DeWrnp. I have just one more matter, Mr. Haas. Do you 
affirm the correctness of all of the testimony you gave before the staff 
of this subcommittee ? 

Mr. Haas. Yes, sir; I do, with this reservation, which I mentioned, 
I think, to Mr. Riordan. When I asked for a copy of the testimony, 
Mr. Riordan said that it would be sent to me to be signed, and that 
1 would have an opportunity to look at it then. Whatever slight 
changes might have to be made there—subject to those changes, I do 
affirm. 

Mr. DeWinpb. Thank you very much. 

Chairman Kine. You may be excused, Mr. Haas. 

Mr. Haas. Thank you, sir. 

Chairman Kine. The committee will be in recess until next Monday 
morning at 10: 30. 

We will not be able to advise you who the witness will be on Monday 
morning. 

(Whereupon, at 6:15 p. m. Friday, March 28, 1952, the hearing 
was recessed until 10:30 a. m. Monday, March 31, 1952.) 
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MONDAY, MARCH 31, 1952 


Hovse or RepresENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF 
THE INTERNAL Revenve Laws OF THE 
ComMiTree oN Ways AND MEAns, 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to recess, in the 
caucus room, Old House Office Building, Hon. Cecil R. King (chair- 
man of the subcommittee) presiding. 

Present: Representatives King, Keogh, Kean, Curtis, and Byrnes. 

Also present: Adrian DeWind, chief counsel to the subcommittee, 
and John E. Tobin, assistant counsel. 

Chairman Kina. The committee will come to order. 

Mr. Mould, would you come forward, please? Would you be 
sworn, please? Do you solemnly swear that the testimony you will 
give will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 


Mr. Movutp. I do. 


TESTIMONY OF WILLIAM E. MOULD, SPECIAL AGENT, BUREAU OF 
INTERNAL REVENUE 


Chairman Kina. Be seated, Mr. Mould. 

Mr. Mould, I understand that your testimony will relate to an 
investigation of the income-tax affairs of Mr. Henry Grunewald, and 
that you then will testify on the basis that during the course of your 
investigation you came upon the name of a prominent official of the 
Government. I want you to be very careful in the course of your 
testimony that you do not mention the name of this official, for the 
reason that there is no basis or nothing has been established deter- 
mining the correctness of the information that you were given in 
the matter. Do you understand that? 

Mr. Movtp. Yes, sir. 

Mr. DeWinv. Mr. Chairman, if there is no objection, may Mr. 
Tobin conduct the questioning on behalf of the committee? 

Chairman Kine. Very well. 

Mr. Tosrn. Mr. Mould, will you state your full name and title, 
please ? 

Mr. Movutp. William E. Mould, special agent, Bureau of Internal 
Revenue. 

Mr. Tosrn. Mr. Mould, were you ever assigned to conduct an in- 
vestigation of the income-tax affairs of Henry Grunewald of Wash- 
ington, D. C.? 

3311 
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Mr. Moutp. Yes; I was. 

Mr. Tosrx. When was that assignment made? 

Mr. Movutp. The assignment, according to the records here, was 
on August 2, 1948. 

Mr. Tostn. Mailed to you? 

Mr. Moutp. Yes, sir. 

Mr. Torsrn. And when did you first take any steps along that ir 
vestigation ¢ 

Mr. Movutp. There were various inquiries made during the year 
1948, and also during 1949, as concerns the search of public records 
and a search for information concerning the taxpayer. 

Mr. Tosrn. During the course of your investigation, Mr. Mould, 
did you have occasion to visit the Munsey Trust Co. of Washington / 

Mr. Mou.p. Yes, sir. 

Mr. Tosrn. When was that visit made? 

Mr. Movurp. On August 10, 1949. 

Mr. Torin. On August 10, 1949? 

Mr. Moun. Yes, sir. 

Mr. Tourn. What time of day did you make that investigation, cle 
you recall ? 

Mr. Movip. As I remember, it was some time in the afternoon, 
somewhere near the closing time of the bank. That is strictly from 
recollection. I do not have a record of that. 

Mr. Tortx. What did you do at the bank? 

Mr. Movuip. At the bank I asked for a record or records of any 
dealings whatsoever that the taxpayer had with the bank that would 
have a bearing upon his tax liability. 

Mr. Tonry. And you examined those records at the bank on that 
afternoon, August 10, 1949? 

Mr. Movuip. As I remember, I did look at some ledger sheets at 
that time. 

Mr. Tosntn. Were your superiors aware of the fact that you had 
lanned on that day to visit the bank and examine the records of 
Mr. Grunewald? 

Mr. Moun. I did not notify them that I was going to the bank 
on that day. 

Mr. Tostn. So, as far as you know, on the afternoon of August 
10, 1949, when you went to the bank, nobody in your office was aware 
of your visit or the purpose therefor ? 

Mr. Moun. At that time, as far as I knew, no one knew of it. 

Mr. Tonrn. The investigation had been begun by the Intelligence 
Unit on the basis of a tip which had been received; is that not cor- 
rect ¢ 

Mr. Mounp. Yes, sir. 

Mr. Tosrx. And could you give us the general nature of that tip 
subject to the directions given you earlier by the chairman? 

Mr. Moutp. The lead that we had indicated that the taxpayer had 
an association with a high Government official, and it was implied that 
this association would have rendered him taxable income. 

Mr. Tosrn. And the purpose of your investigation was to ascertain 
whether there had been any taxable income which had not been re- 
ported; is that right? 

Mr. Movutp. Yes, sir. 
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Mr. Tosin. After your visit to the bank, did you return to your 
office ¢ 

Mr. Moun. Yes, sir. 

Mr. Topsry. And did you report on your activities to your superior ? 

Mr. Mout. Not that day. 

Mr. Togsry. Did you go on vacation shortly thereafter ? 

Mr. Mou. Yes, sir. 

Mr. Torrn. When, do you recall ? 

Mr. Moutp. | was off on leave from the 15th to the 21st of August. 

Mr. Toprn. From the 15th to the 2ist of August you were on 
leave. 

Mr. Moutp. Yes, sir. 

Mr. Torry. And you say you made this visit to the bank on August 
1O¢ 

Mr. Moutp. Yes, sir, the 10th. 

Mr. Torry. And, before you went on leave, you did not report this 
visit to the bank to your superior ? 

Mr. Movin. Not to my recollection. I had no conversation. 

Mr. Tosry. Did you do anything further on this investigation be- 
fore you went on leave? 

Mr. Moutp. Not that I can remember. 

Mr. Tostxn. When you returned from leave did you resume the in- 
vestigation of Mr. Grunewald ? 

Mr. Movtp. No, sir. 

Mr. Tosrx. Why not ? 

Mr. Movip. When I returned from my leave, I received instruc- 
tions to see Mr. Lathem, who was at that time my group leader. 

Mr. Tosrx. And you went to see Mr. Lathem / 

Mr. Movtp. Yes, sir. 

Mr. Towrn. What did he tell you? 

Mr. Movutp. We discussed the matter, as to how much work was 
done on the investigation, and the possibilities of arriving at addi- 
tional income from the information that we had, and we also, as I re- 
member, had information concerning the purchase of Government 
bonds, and from this information it was decided that no more work 
was to be done on the case. 

Mr. Topix. That was the conclusion of the conference between 
yourself and your group chief, Mr. Lathem ? 

Mr. Movutp. Yes, sir. 

Mr. Topix. And thereafter was the case closed out by the Intelli- 
gence Unit for the time being at least ? 

Mr. Moun. I imagine that it was. 

Mr. Torin. In any event, you did no further work on Mr. Grune- 
wald’s tax affairs ¢ 

Mr. Movutp. That is right. 

Mr. Kran. May I interrupt? You say “we decided.” Who de- 
cided, you or the group chief ¢ 

Mr. Moctp. It is very hard to say that I or that he decided. Asa 
result of the conference, it was decided. 

Mr. Kran. Was this based on the fact that you did not think you 
had sufficient information or was it based on the fact that the group 
chief suggested that perhaps there was not sufficient information ¢ 

Mr. Movutp. I think it was based on the information that we had. 

91550—52—pt. 4 —-42 
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Mr. Kean. You, on your own, would have decided not to go fur- 
ther on it? 

Mr. Mourp. That is something that I do not know. The group 
leader certainly had more experience; and, after discussing it with 
him, it was my opinion that that was a fair conclusion. 

Mr. Curtis. Mr. Chairman. 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. What taxable years were involved in your investiga. 
tion ¢ 

Mr. Moun. The record here shows that the returns charged to our 
office at that time were the years 1942, 1943, 1944, and 1946. 

Mr. Curtis. Not 1945? 

Mr. Moun. It is possible that we could have had 1945. However, 
I am just looking at the record of returns. 

Mr. Curtis. And about when did you make this investigation ? 

Mr. Moun. In August of 1949. 

Mr. Curtis. In August of 1949? 

Mr. Moutp. And prior. 

Mr. Curtis. As I understand it, the purpose of this particular in- 
vestigation was to ascertain whether or not Mr. Grunewald had re- 
ported his full income and paid the tax on it. 

Mr. Mout. Yes, sir. 

Mr. Curtis. Without divulging the contents of any of these re- 
turns as to figures or source of income, do you recall from your 
examination whether or not Mr. Grunewald had complied with the 
law and the regulations which require the keeping of books and rec- 
ords and making those available to the Bureau of Internal Revenue? 

Mr. Moutp. I didn’t see his books or his records. 

Mr. Curris. Did his return reveal that there were books and 
records / 

Mr. Moutp. I could not tell it from looking at the return whether 
the man had books or records. 

Mr. Curris. You could deduce the absence of such books and rec- 
ords, could you not, from studying those returns? 

Mr. Mourn. Not I. 

Mr. Curtis. You mean that there was no lump sum reported in 
income that did not show how that income was paid ¢ 

Mr. Moun. There may have been lump sums, but whether or not 
he had records to prove whether it was, I have no idea about that. 

Mr. Curtis. Does not the law and the regulations require the 
showing of that? 

Mr. Moutp. It requires a man to keep adequate records. 

Mr. Curtis. And also on his return to fill in all the blanks and 
show how he arrives at a certain net income, does it not ¢ 

Mr. Moun. Returns should be prepared fully. 

Mr. Curtis. Yes, and the failure to do so subjects the taxpayer 
to a criminal penalty, does it not ? 

Mr. Mout. I don’t remember seeing any case or reading any 
case. 

Mr. Curtis. That is the reason for my questioning. I do not recall 
seeing where the Bureau has ever proceeded against a taxpayer for 
failure todo that. Nevertheless, there are some known law violators, 
some racketeers, some other people—we will just classify them as 
careless, because I do not want to impugn somebody as a racketeer 
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if he is not—whose reports of lump-sum incomes do not show how they 
earned it, what their business expenses were, and — they arrived 
at that, and they seem to get by with it year after year. I have made 
a check on the law, and I find that they are in iaiation when they 
do that. Of course, I understand it is not your responsibility, but I 
have often wondered why the Bureau did not lighten its own burdens 
by enforcing those provisions and letting people either make a dis- 
closure or subjec t themselves to the criminal penalty. 

I was a bit late this morning in coming here, and I am sorry. 

This tip that you picked up, was that in your own bank, or was 
that in a bank where you were following through on some of Mr. 
Grunewald’s affairs ? 

Mr. Mou tp. I don’t understand you by the type of relation to the 

bank. 

Mr. Curtis. Was it a bank that you happened to be in on personal 
business, or was it a bank that your investigation led you to? 

Mr. Movutp. The only bank that I 

Mr. Curtis. The tip did not come to you? It came direct to the 
Bureau ¢ 

Mr. Moun. There was a tip in this case, yes, sir, but it had nothing 
to do with the bank. 

Mr. Curtis. I am just asking if it was the bank that you had gone 
to in connection with your investigation ? 

Mr. Moun. Yes, sir; it was a bank. 

Mr. Byrnes. Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. You said you and your group chief had a conference 
after you made a preliminary check, is that correct ¢ 

Mr. Movutp. Yes, sir. 

Mr. Byrnes. And as a result of that conference, it was decided 
to drop the case? 

Mr. Movtp. It was decided that our oflicee would do no further work 
on the case. 

Mr. Byrnes. That must have been based upon some reason. What 
was your reason / 

Mr. Movrp. I am employed in the Intelligence Unit, and one of 
the functions of our unit is to develop cases for criminal prosecution. 

Mr. Byrnes. That is right. 

Mr. Movin. And from that standpoint, we decided to do no more 
work on the case at that time. 

Mr. Brrnes. What was there that you developed which brought you 
to the conclusion, that is, you and your group chief, that there was no 
possible criminal violation ? 

Mr. Movutp. We probably did not approach it that way. We ap- 
proached it from the standpoint there was nothing there that would 
indicate that there was a criminal violation. 

Mr. Byrnes. You mean there was nothing that you could find from 
an examination of the bank records ? 

Mr. Movutp. From the investigation to date. 

Mr. Byrnes. What had you done to that date? What checks had 
you made so that you could form a conclusion that there was not 
anything of a criminal nature? 
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Mr. Mourn. The various public records were searched, and the 
bank account was analyzed to the extent that I did it that afternoon, 
and, as I stated before, it was my recollection that we had a list of 
bonds or a letter from the Bureau of Public Debt stating the tax- 
yayer’s transactions as regards the purchase and sale of Government 
a 

Mr. Brrnrs. That did not show any discrepancy ? 

Mr. Mov. No, sir. 

Mr. Byrnes. In other words, you and your group chief just decided 
there was not anything further to go on? 

Mr. Movi. That is right. 

Mr. Byrnes. Did Mr. Grunewald show the sources of his income 
in his income-tax return ? 

Mr. Movutp. As I remember, he did not show some. That has been 
quite some time ago, and I do not remember the returns specifically 
as to every item. 

Mr. Byrnes. The basic decision as to whether a case should be 
dropped or not is made by the group chief, is it not, as far as you are 
concerned as a special agent? It is your group chief who really makes 
the decision ? 

Mr. Movtp. I would say it would be jointly with the agent and 
group chief. 

Mr. Byrnes. Surely. He would talk with you about what informa- 
tion you developed and what you thought about it, but it was up to 
him to say whether the matter was going to be dropped or “Go ahead, 
Mould, and see if you can’t dig up something more.” Is that true? 

Mr. Mourn. I think if you wanted to go further and he thought 
there was nothing more and you indicated that you did want to go 
further that he would let you do it. 

Mr. Byrnes. You and he were in general agreement in this case? 

Mr. Moutp. Yes, sir. 

Mr. Byrnes. That you had not developed anything, and that there 
was no use in going further? 

Mr. Mout. Yes, sir. 

Mr. Byrnes. That is all, Mr. Chairman. 

Mr. Torrn. The case was thereafter transferred to the revenue 
agent’s office for further investigation ? 

Mr. Movutp. Yes, sir. 

Mr. Torry. And your visit to the bank concluded the investigation 
by the Intelligence Unit at that time, is that not correct ? 

Mr. Moutp. Yes, sir. 

Mr. Tortn. In fact, Mr. Mould, was the decision made to close the 
investigation made by your superior, rather than by yourself? 

Mr. Mout. I think it must have been jointly. 

Chairman Kine. Any further questions? If not, you may be 
excused, Mr. Mould. Thank you. 

Mr. Mourn. Thank you, sir. 

Chairman Kine. Mr. Lathem, would you be sworn, please? Do you 
solemnly swear that the testimony you will give will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Laruem. I do. 
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TESTIMONY OF JOHN D. LATHEM, JR., SPECIAL AGENT IN CHARGE, 
WASHINGTON DISTRICT, INTELLIGENCE DIVISION, BUREAU OF 


INTERNAL REVENUE 


Mr. Tostn. Will you give your name and title for the record, please / 

Mr. Latnem. John D. Lathem, Jr., special agent in charge, Wash- 
ington district, Intelligence Division. 

Mr. Topsry. How long have you been special agent in charge of the 
Washington district ? 

Mr. Laruem. Since December 2, 1951, sir. 

Mr. Topsrn. Prior to that time, were you a group chief in the 
Washington district ? 

Mr. Laruem. Yes, sir. 

Mr. Tosrn. Was Special Agent Mould an agent in your group? 

Mr. Laruem. He was, sir. 

Mr. Tostn. Mr. Lathem, did a tip involving the income-tax liability 
or possible liability of Henry Grunewald come to you as group chief ‘ % 

Mr. Latuem. No, sir, it did not come in to me. The tip came in 
to Mr. John R. Cox, the former special agent in charge. te handed 
it to Mr. Matelis, who at the time that the tip was received was one 
of two group leaders in our office. I came in to the responsibility for 
that tip among others on August 1, 1949, upon my return to the Intel- 
ligence Unit from a detail; that is where I first learned of it. 

Mr. Tostn. What did you do with this tip, Mr. Lathem / 

Mr. Laruem. The matter had already been assigned, as Mr. Mould 
has stated, back in 1948 for inquiry, and shortly after returning to 
the unit and taking over the two groups there as one group I inven- 
toried the various cases that were assigned to the different agents. 
Among them was this lead on Mr. Grunewald, and at that time, if I 
recall correctly, I went through the file that Mr. Mould had, and I 
think we decided, or he had previously made inquiry of the Deputy 
Commissioner of the Public Debt at Chicago on certain inquiries with 
respect to public records, and also he had ‘the benefit of a report of a 
former revenue agent who had made an examination of Mr. Grune- 
wald’s return for these years involved, so with that information at 
hand, we concluded that he would make inquiry of the bank with 
regard to his banking activities. I think it was along about August 
10—the file would show that—that he went to the Munsey Trust Co. 
Of course, I didn’t instruct him when to go. It was concluded that 
that, among other things that had been done, should be accomplished 
in order for him to move along with the inquiry. That was just 
one of a number of these unjacketed leads which had laid around of 
necessity because of the press of other wor k for some time, and he was 
asked to give effect to completing this inquiry. 

Mr. Torry. On August 15, 1949, Mr. Lathem, did you have a con- 
ference with then Special Agent in Charge Cox on this matter ? 

Mr. Laruem. Mr. Cox called me to his office, ace ‘ording to my diary, 
on August 15, and advised that he had had a call from the Chief's 
office, and he was inquiring of me as to what we had done in the way 
of investigation of the Grunewald matter. 

Mr. Tortn. Who called you from the Chief's office? You mean the 
Chief of the Intelligence Unit? 

Mr. Latuem. I imagine Mr. Woolf did, because Mr, Cox instructed 
me at that time to look into the file to see what we had and call Mr. 
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Woolf and let him know whether we had a lead, that is, an unjacketed 
case, or a jacketed case, for that matter, on Mr. Grunewald. 

Mr. Tony. Did Mr. Cox mention that Mr. Woolf had inquired about 
a visit to the bank? 

Mr. Larue. I didn’t recall that he did. Mr. Cox did ask me if w: 
had this matter for investigation, and my memory does not serve m: 
that well, sir, to say that he asked about any specific activity on the cas 
but when I pulled the file from Mr. Mould’s papers, I noted that ther: 
was a copy of a subpena which had been previously served, that is o7 
August 10, 1949, on the Munsey Trust. 

I then called Mr. Woolf and informed him that we had this matte: 
under inquiry and that there had been a visit to this bank. 

Mr. Tosry. When you talked to Mr. Cox, Mr. Lathem, did M: 
Cox mention that somebody had called Mr. Woolf and aroused h 
interest in the matter? 

Mr. Larnem. He might have said. I wouldn't say he didn’t. Hi 
might have said Mr. Woolf mentioned that. I am not certain on that 
However, I imagine that was the reason for him making inquiry of 
me, that someone had called the Chief's office and occas sioned the Chief 
to call him. We got those calls on occasion, sir, inquiring into thes 
matters, 

Mr. Torry. Mr. Lathem, let me read you some testimony which you 
gave in a staff interview, and see if this refreshes your recollectio: 
on the matter. 

Pencil memoranda put in the file has this information regarding Grunewald 
and this is just hieroglyphics 


Do you have those pencil memoranda ? 


Mr. Laruem. Yes, I have them here. 

Mr. Torr. Does that refresh your recollection with respect to My 
Cox’s instructions to you? 

Mr. Laruenm. It has a notation, “Grunewald” and then “Called the 
Commissioner.” That to me means, I imagine, that Mr. Cox must 
have indicated that someone called the Commissioner. I am only 
musing this, now. but if he got the information, it must have com: 
from Mr. Woolf. It also states on here that “Bank had called tax- 
paver.” And I assume from that that the bank—which some of then 
do here, sir—following the visit of the agent had called the taxpayve: 
And going back to the note, “Called the Commissioner,” someone mus 
have called the Cceiietietaae on it, and then the inquiry came to | 
as to whether we had a case. 

I imagine again that Mr. Woolf probably informed—I am_ not 
sure—Mr. Cox of the inquiries made to him. Whether it was tly 
Commissioner or the Assistant Commissioner, I have no way of know 
ing, sir. 

Mr. Torin. But there was some indication with your conversatio. 
with Mr. Cox about a call to Mr. Woolf ? 

Mr. Laruem. There was some indication there, yes. 

Mr. Byrnes. That penciled notation was made by you ? 

Mr. Laruem. It was made by me at the time IT was talking to M 
Cox back in August 1949, Angust 15, 1949. It also has a note o1 
here that the instruction to Mr. Cox was to inform Mr. Woolf of th« 
inquiries by the special agent, which I did after looking in the file 
I called Mr. Woolf and informed him that we had an unjacketed 


matter. 
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I might explain that the chief's office had no control showing that 
that matter was subject to inquiry by us in the field. So I called Mr. 
Woolf and informed him that there had been a visit to the bank, that 
we had had this tip and he informed me then that he had been advised 
that the taxpayer was willing to surrender his records. Of course, 
I no doubt advised him at the time that we had not to my knowledge 
contacted Mr. Grunewald. However, I was sure I could not give 
him too much detail about some of those facets of the investigation. 
because Mr. Mould was on leave at the time that this call took place. 

Mr. Torin. Does that memorandum indicate any reference to a 
visit to the bank? 

Mr. LatruemM. No: it doesn’t, sir. The reference of the visit to 
the bank comes from a copy of the subpena that is in the file. The only 
way I knew that Mr. Mould had actually been in the bank was by going 
into his file here and seeing this subpena dated August 10. That is 
probably what suggested to me that there had been a visit there. 

Mr. Tonrn. Mr. Cox did not ask you whether Special Agent Mould 
had been at the bank? 

Mr. Larne. I don’t imagine he asked me a specific question of 
that nature, but I am satisfied that before the day was very old he 
was informed of what had taken place, sir. 

Mr. Tosrn. But before you checked with your files, did Mr. Cox 
mention to you anything about a visit to the bank by a special agent? 

Mr. Laruem. He might have, sir. It is possible that he might have 
asked me if he had been there, and no doubt he did. I wouldn't 
want to say for sure that he didn’t, because I know before he has asked 
me that same thing on others where we have had some of these tax- 
payers even call him after we had been to a bank and want to know 
why we were there. 

Mr. Byrnes. There is reference to a bank visit in that memorandum. 
is there not / 

Mr. Larurem. No, sir; not on this. This is merely the notes that I 
got from Mr. Cox. 

Mr. Byrnes. Why do you not read those notes straight through 
from top to bottom ? 

Mr. Larnem. All right. It is headed, “Grunewald. Called Com 
missioner.” There is a line under Grunewald. I don’t want to imply 
that Grunewald called the Commissioner. 

Mr. Kean. That is the Commissioner of Internal Revenue. Mr. 
Schoeneman ¢ 

Mr. Latruem. Yes. sir. There is a line under “Called Commis- 
sioner” and “Willing to surrender records,” a line, “Bank called tax 
payer,” a line, “Informed Col. W. Woolf of inquiries of special agent.” 

I don’t mean to say, sir, that this is all we talked about. I merely 
made these notes to remind me what to do. 

Mr. Topsry. Further in your staff interview with us, you testified : 

And in there he (meaning Mr. Cox) said that whoever it was that had 
called Mr. Woolf indicated, or wanted to know what we were doing on Grune 
wald, that they had heard the special agent visited the bank and evidently the 
bank had called the taxpayer. 

Mr. Laruem. That all goes back to the sum and substance of the 
call that the special agent made to the bank, and I imagine the call 
into the Commissioner’s office and through Mr. Woolf to us to what 
we were doing. That is the channel that it got to us. 
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Mr. Curtis. Who called the Commissioner? 

Mr. Larue. I don’t know, sir. I have never been informed. 

Mr. Curtis. But it was someone on behalf of the taxpayer ? 

Mr. Larnem. I wouldn’t know that, sir. 

Mr. Curtis. It was not a call coming through channels in tly 
Bureau, was it? 

Mr. Larurem. Congressman, all I can tell you is that Mr. Cox 
informed me just what I have said here about the call coming to hin 
Who actually placed the call into the Bureau to the Commissioner's 
office, I have no way of knowing. 

Mr. Curtis. Who called Mr. Cox? 

Mr. Larnem. Mr. Woolf, Chief of the Intelligence Unit, sir. 

Mr. Torin. After this conference with Mr. Cox, you made inquiry 
of the file in the matter, and when Mr. Mould returned from his leave, 
you discussed the matter with him? 

Mr. Laruem. Yes, sir. I put a note on his desk there not to do 
anything until he saw me, because I wanted to discuss with him this 
information regarding these records, and also the status of the case 

Mr. Tosrn. What is the exact language of that note you left for 
Mr. Mould ? 

Mr. Larnem. It is dated August 15, 1949. 

Mr. Mould, do nothing further on Grunewald case. See me. J.D. L.” 

Mr. Tostn. That is in your handwriting? 

Mr. Larue. Yes, sir. 

Mr. Tostry. So when Mr. Mould returned from his leave, he reported 
to you on this matter? 

Mr. Laruem. Yes, sir. 

Mr. Town. And you had the conference to which he referred in 
his testimony ¢ 

Mr. Laruem. Yes, sir, and further, sir, I would like to add to that, 
too, Mr. C. B. Eaton, who at that time was assistant special agent 
in charge, was acting as special agent in charge in the absence of Mr. 
Cox. Iam not certain whether that was on the 22d of August, which 
would have been the first work day that Mr. Mould was on following 
his vacation, but certainly it was no longer than the first work day 
or the second work day, Mr. Eaton and I had a conference on this very 
case. I bared to him what we had, and I might add, in addition to 
the information that the special agent had gathered, we also had bene 
fit of a report which Mr. Orling, former revenue agent, had sub 
mitted regarding these years, pertaining to his examination of the 
return, and based on the information contained in Orling’s report, as 
well as the data we had, it was concluded that this was not a case that 
the Intelligence Division should properly pursue any further regard 
ing any criminal aspect. It didn’t mean that we were through with 
the case as far as the Bureau was concerned, sir. 

Mr. Tostn. Thereafter, the investigation so far as your particular 
office was concerned was discontinued ? 

Mr. Laruem. Until quite recently, yes. 

Mr. Torin. What was the substance of your report to Mr. Woolf 
in response to the telephone call that he made to Mr. Cox? 

Mr. Laruem. I no doubt told him, sir, that we had this matter which 
was unjacketed and we had visited this bank, and just what deta! 
I went into regarding the rest of the contents of the file I don’t recall, 
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sir, but. no doubt it was to let him know that we had the matter, and 
had been at the bank. He at that time informed me that he had been 
informed that this man was wanting to surrender his records. Other 
than just those bare generalizations informing him that we had ac- 
tually had what we call a lead recorded in our office and made inquiry 
at the bank, I don’t recall any detailed explanation to him. There 
was not too much, I don’t imagine, I could have told him, other than 
that. 

Mr. Torry. Did Mr. Woolf give you any instructions at that time 
with respect to the investigation ? 

Mr. Laruem. No, sir. 

Mr. Torsrn. He did not? 

Mr. Laruem. No, sir. Mr. Woolf has never given me any instruc- 
tions, except to pass on to me information in an informal way. The 
instructions we get come from him in writing, sir. 

Mr. Topstn. That is all I have, Mr. Chairman. 

Mr. Byrnes. Are you familiar with the current investigation ? 

Mr. Larurem. Yes, sir; as far as it has gone, I am. 

Mr. Byrnes. Have you discovered that Mr. Grunewald does have 
books and records showing his source of income / 

Mr. Laruem. Congressman, I wouldn’t call them books; I would say 
he has memoranda. Where we had heard by information from agents 
n the past who have worked his returns, we found the same thing 
prevailing. He was utilizing a bank account merely for the purpose 
of conduit, currency going in, drawing a check for a specific purpose, 
and as far as records are concerned, they would be memoranda, but 
no books of account. 

Mr. Byrnes. Really Mr. Grunewald’s records consist of his bank 
account; do they not ¢ 

Mr. Larnem. And some memoranda, yes. 

Mr. Byrnes. Back in 1949 it is my understanding that the word 
came through that he was willing to surrender books and records. 
I wonder what ones these finally were ? 

Mr. Larurem. These various memoranda, tax bills, and certain mem- 
oranda explaining possibly the bases for including in the returns 
certain currency deposits. 

Mr. Byrnes. You can get that from the bank? 

Mr. Laruem. Not all. We can get it from the print the bank 
makes, 

Mr. Byrnt 8. Yes, sir. What clo you refer to there in your conver- 
sation with Mr. Woolf and Mr. Cox? It is my understanding that 
you have a memorandum there that the taxpayer was desirous of 
turning over his books and records. 

Mr. Laruem. We were told that, sir. 

Mr. Byrnes. Was it books and records? 

Mr. Laruem. Was willing to surrender records. Records don't 
necessarily mean books of account. Taxpayers will hand you a stub 
from a check book or hand you contemporaneous memoranda they 
prepared and that constitutes records. 

Mr. Byrnes. Is that what you had in mind at that time? 

Mr. Larue. I had no thoughts on it. Going into Mr. Orling’s 
report, I was well aware of the fact that the taxpayer had no books 
or records based on that report. We had the benefit of Mr. Orling’s 
report in these very years when he delved very closely and recom- 
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mended a definite over-assessment. We were confronted right there 
with trying to overcome that. 

Mr. Byrnes. I was just wondering how the Bureau could have that 
information and be very intrigued “with the idea that the taxpayer 
was willing to turn over records. 

Mr, Larnem. I don’t say any taxpayer intrigued us by telling us 
that. We don’t expect to get books of account from the average indi- 
vidual unless he is in a going business. We usually get what they 

call records. 

Mr. Byrnes. I am wondering why there was the emphasis here on 
the allegation, at least, that the taxpayer here was willing to produce 
records. 

Mr. Laruem. I can only say that maybe like others, where they 
found we had gone into the banks, even though they might have pre 
viously refused to surrender their bank statements, have come in very 
quickly and said “Here they are,” rather than be embarrassed with 
their bank dealings. That happens quite often. 

Mr. Byrnes. At that time the Bureau did have pretty good know!]- 
edge of the state of records of Mr. Grunewald / 

Mr. Larnem. They knew what he had. I might say, too, sir, that 
this chap who has been advising him for some years, Mr. Stearns, 
has kept the Bureau pretty well informed regarding this man’s activi- 
ties insofar as records are concerned. He has never led us to believe 
that he had books of account. He never has. 

Mr. Byrnes. In fact, the Bureau has really known for quite a con- 
siderable number of years that there are no accurate records of source 
of income, have they not ? 


Mr. Laruem. I don’t quite understand what you have said. 

Mr. Byrnes. The Bureau has known for a considerable number of 
years that there are no records of sources of income as far as this 
taxpayer is concerned ¢ 

Mr. Larne. I would say as far as books of account are concerned ; 
yes, sir. 


Mr. Byrnes. You know there is no record of his source of income / 
Mr. Latrnem. Not all of it; that is true. 
Mr. Byrnes. 90 percent of it ¢ 

Mr. Larnem. In some years it might have run that much. 

Mr. Byrnes. That is a pretty high percentage, is it not! 

Mr. Larne. I want to add this, sir, that insofar as making a case 
taxwise on a man’s net worth, and we have tried that angle, as indi- 
cated to the committee staff, we have tried an expenditure basis on 
this gentleman. We have tried a net worth on this gentleman. And 
certainly the bank account speaks for itself. And when you run into 
currency and you can only depend on currency, by expenditure, and 
we can identify it by expenditure because that is the only time it comes 
to light, there is not much more you can do, And more particularly 
when he puts a cushion, which is his disposition under what he has 
reported, and that cushion is a wide-open figure of currency, I will 
grant you that as far as records are concerned, they are not there. 
sut insofar as your ability to overcome that reported income, it is 
quite a task, 

Mr. Byrnes. I understand it is quite a task. 
Mr. Laraem. And I don’t think in this case it can be done. That 

is my own honest opinion. 
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Mr. Byrnes. My point is, though, that the Bureau has known for a 
considerable number of years that there is no record in any Way satis- 
factory concerning the sources of his income. 

Mr. Larnem. I would say that the records are certainly not what I 
would consider adequate. 

Mr. Byrnes. You know it is true you have no information as to the 
source of his income. 

Mr. Laruem. I am not arguing that with you, Congressman. ‘That 
is the very thing we are confronted with here. 

Mr. Byrnes. That is why I do not see why you are hesitant to 
admit it. 

Mr. Larue. I am not trying to debate that. But insofar as mak- 
ng a case, this man without those records came along and cushioned 
himself beyond that which certainly did not make it easy on us to make 
a criminal case. 

Mr. Byrnes. I am not suggesting it is easy or anything else. I 
would like the record to show what the facts of the case are. 

Mr. Latuem. That has been going on for years right here. 

Mr. Curtis. If a taxpayer in his business channels everything 
through his bank, receipts and disbursements, even though the addi- 
tional books are sketchy, it does give you a fairly good starting point 
to reconstruct what happened. 

Mr. LatHem. Very well, sir. 

Mr. Curtis. If the t: ixpayer Is ‘oo per: ative. 

Mr. Laruem. Yes, sir. You can take a bank account in a lot of 
cases and make your case. 

Mr. Curtis. But that did not apply to the Grunewald case at all, 
because it was known and admitted from the very start that if you had 
a complete explanation of everything in the bank, he was still a sort 
of front or partial channel through which a part of his business went, 
s that not right ? 

Mr. Laruem. I would say this; except for certain checks, we don’t 
know where the money came from. Of course, he would enumerate it, 
by various things, commissions, and the likes of that. Where it 
actually came from, only Mr. Grunewald would be in a position to 
tellus. That is these currency transactions, sir. 

Mr. Curtis. And you would be unable to ascertain the gross or the 
net because the expenditures were handled in the same manner as 
receipts, apparently. 

Mr. Larne. In fact, his gross and net were practically the same, 
because he utilized that bank account in the main to move currency 
into it for a specific purpose. So except for some little exchange—— 

Mr. Curtts. I was not confining my question to the bank account. 
[ mean his actual, whatever it is, net income is as difficult to determine 
as his actual gross income. 

Mr. Latuem. If it is difficult to determine the gross, it is going to 
be difficult to determine the net, Congressman, because we have to 
start with the gross in order to arrive at the net, and frankly if he 
had no records that we could determine as being taxes moving to him, 
we would let him pick that up and show why it was, at least as far 
is the net. is concerned. 

Mr. Curtis. But the burden would be on the taxpayer. 

Mr. Laruem. That is right. 
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Mr. Tostn. Mr. Lathem, did Mr. Grunewald in fact ever turn ove 
any of the records? 

Mr. Laruem. Through Mr. Stearns. 

Mr. Torry. To whom? 

Mr. Laruem. To Mr. McCarthy. That is on this subsequent yea: 
however. 

Mr. Tosrn. Yes, but at the time this offer was made were any record 
actually turned over to the Bureau ? 

Mr. Larnem. Not to the Intelligence Unit. The revenue agent, M: 
Leese, who went out following our disposition of the case, contacted 
Mr. Stearns, who, I imagine, is the gentleman that gave him suc! 
memoranda and records as they had. 

Mr. Tortn. But no records were turned over to the Intelligence: 
Unit at that time? 

Mr. Laruem. No, sir. 

Mr. Tosrn. That is all, Mr. Chairman. 

Chairman Kring. You may be excused, Mr. Lathem. Thank you. 

Mr. Larnem. Thank you, sir. 

Chairman Kine. Mr. Woolf, would you come forward, please’ 
Would you be sworn, Mr. Woolf? Do you solemnly swear that thy 
testimony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Woo tr. I do. 

Chairman Kine. Be seated. 


TESTIMONY OF WILLIAM H. WOOLF, FORMER CHIEF OF THE INTEL- 
LIGENCE DIVISION, BUREAU OF INTERNAL REVENUE 


Mr. Tosry. Mr. Woolf, would you state your full name for the 
reporter, please / 

Mr. Wooir. William H. Woolf. 

Mr. ‘Torin. You were formerly Chief of the Intelligence Divisio: 
of the Bureau of Internal Revenue? 

Mr. Wool Fr. That is correct. 

Mr. Tonin. And you have recently retired ¢ 

Mr. Wootr. No: I am still emploved in the Intelligence Unit as a 
adviser to the present Chief of the Intelligence Unit. 

Mr. Torry. During the month of August 1949, did you receive a 
telephone call from either Commissioner Schoeneman’s office or Assist- 
ant Commissioner Bolich’s office respecting the investigation being 
made of Henry W. Grunewald ¢ 

Mr. Woorr. I did. 

Mr. Torin. Do you recall from whom that telephone call came? 

Mr. Wootr. I recall, sometime during 1949, I think it was in August, 
I had a call from the Commissioner's office, either Mr. Schoeneman ot 
Mr. Bolich. 

Mr. Tortx. You do not remember which ? 

Mr. Wooxrr. I don’t know which one it was. because they both 
frequently called on routine matters, inquiring whether we were mak 
ing an investigation of Mr. Grunewald. I consulted our records in owt 
own office, and found no record of such an investigation. I then called 
Mr. Cox, as I recall, and I asked him whether or not they were making 
an investigation, and Mr. Cox apparently did not know a whole lot 
about the matter but said that he did recall having received a lead and 
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it was his impression that the lead was being followed up, but that he 
would have Mr. Lathem or one of the other boys to look into it and call 
me back. 

Mr. Tostn. When you got this call from the Commissioner’s office, 
Mr. Woolf, was any mention made of a visit to a bank by a special 
agent ¢ 

Mr. Woo tr. I believe at the time, as I recall it, that there was some 
mention in connection when they asked me whether an investigation 
was being made, something to the effect that an agent had called at the 
bank, making some inquiry at the bank. That is about all that was 
said at that time. 

Mr. Tosrn. That is very often done by the special agents in the 
course of their investigation, is it not, that they go to a bank? 

Mr. Wootr. What is that? 

Mr. Tostn. It is customary for special agents to go to a bank and 
iook at the taxpayer’s records, is it not ¢ 

Mr. Wootr. Oh, yes. 

Mr. Tosrn. And you called Mr. Cox and asked him the status of this 
investigation of Mr. Grunewald ? 

Mr. Wootr. I didn’t ask him about the status. I asked him whether 
an investigation was being made. 

Mr. Torry. And he advised you that he would have Mr. Lathem 
give you a full report ? 

Mr. Wootr. As I recall, he advised that there had been some lead 
from some informant, and that he was having some inquiry made, and 
[ believe one of the boys, I believe he mentioned Mr. Lathem, I am not 
sure, would call me back and let me know what it was. 

Mr. Topix. Did you mention to Mr. Cox anything about a visit to 
the bank by the special agent ? 

Mr. Wootr. I may have at the time. I would not be positive. But 
I may have mentioned at the time, I may have mentioned something 
about the bank. I am not sure whether I did or not. But my prime 
purpose in calling Mr. Cox was to determine whether or not we were 
making an investigation. Our records in our own office did not show 
that. 

Mr. Tortn. This call that you received from the Commissioner’s 
office, was that in the nature of a routine inquiry ? 

Mr. Wootr. Well, yes, it was in the nature of routine. Frequently 
the Commissioner and his assistant inquire whether or not we are 
making an investigation, and I consult our records, and sometimes call 
the special agents in charge, and other times I do not. Being a local 
matter, Mr. Cox being here, I picked up the phone and called him to 
ask him whether or not they were having any inquiries made. 

Mr. Tost. Did you get the impression that anybody was irritated 
because the special agent had visited the bank ? 

Mr. Wootr. No; I did not get that impression at all. 

Mr.,.Tosrn. You did not? 

Mr. Wootrr. No. 

Mr. Tortn. Mr. Lathem did call you on this matter? 

Mr. Woorr. That is right. 

Mr. Tosry. What did he report to you? 

Mr. Wootr. Mr. Lathem called me back, I think, either that day or 
else the following day, probably the same day, and stated that inquir- 





3326 INTERNAL REVENUE INVESTIGATION 


ies had been made at the bank and that the agents were making son 
preliminary inquiries in connection with a le: id. 

Mr. Tosrx. Did you then report that matter to the Commissione: 
office ¢ 

Mr. Wootr. I then reported that back to either Mr. Schoeneman ; 
Mr. Bolich, and, as I recall, the one that I reported back to said, “W: 
if there is any investigation, Mr. Grunewald will be willing to rev: 
his records and so forth,” and that is about all that was said. 

Mr. Torin. But you don’t remember who that was? 

Mr. Woorir. Not positively. It was one of the two. 

Mr. Tostx. Did you ever give any instructions to Mr. Cox respect 
the future of this investigation ? 

Mr. Wootr. No. 

Mr. Tosrn. Just allowed the matter to proceed ¢ 

Mr. Woot. I was just inquiring about the case. 

Mr. Torry. So far as you know, that was the end of the Intellige: 
Unit’s investigation of Mr. Grunewald until recently ? 

Mr. Wootr. That was the end to my inquiry as far as I 
concerned. Of course, at that time Grunewald did not mean anyth 
to me. 

Mr. Topsrn. That is all, Mr. Chairman. 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. When you got the information from either Mr. Scho 
neman or Mr. Bolich to the effect that Mr. Grunewald would be gl» 
to turn over his records, that was related to you just as a fact that the 
had that they were giving you, is that correct 

Mr. Wootr. That is right. 

Mr. Curtis. It was not something that they guessed about, but t! 
they rather informed you that was the case? 

Mr. Wootr. That is the impression I got. 

Mr. Curtis. And that would indicate a communication of some ki: 
or a conversation between whomever told you and Mr. Grunewal. 
would it not? 

Mr. Wootr. That is right. 

Mr. Curtis. Was there anything implied about this, an investig 
tion either was not necessary or, if one was made, they could fi 
anything they wanted ¢ 

Mr. Wootre. No; I got the impression that it was just an inquiry 
made as to whether or not we were making an investigation of this 
particular taxpayer. 

Mr. Curtis. And the fact that that inquiry was passed on down to 
the people actually doing the work, would that carry any implicatio: 
as to whether or not they should speed their work, intensify, or just 
go ahead, or probably let up a little bit 

Mr. Wootr. I don’t think one way or the other. I don’t think it 
would have had any effect one way or the other. 

Mr. Curtis. Because it happens sometimes that one office gets « 
inquiry as to whether the other office is doing something ? 

Mr. Wootr. That is right. 

Mr. Curtis. That is all. 

Chairman Kine. You may be excused, Mr. Woolf. 

Mr. Woortr. Thank you, sir. 

Chairman Kine. Mr. Moll. Will you be sworn, Mr. Moll, please’ 


Do you solemnly swear that the testimony you are about to give wi!! 
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be the truth, the whole truth, and nothing but the truth, so help you 
God ¢ 
Mr. Mou. I do. 


Chairman Kine. Be seated, please. 


TESTIMONY OF ROBERT F. MOLL, INTERNAL REVENUE AGENT, 
BUREAU OF INTERNAL REVENUE 


Mr. Tosry. Mr. Moll, will you give your name and title, please, for 
the reporter ¢ 

Mr. Mouw. Robert F. Moll, internal-revenue agent. 

Mr. Torstn. Mr. Moll, in September of 1949, were you assigned the 
returns of Henry W. Grunewald for audit ¢ 

Mr. Motu. I was. 

Mr. Tonin. About when was that; do you recall ? 

Mr. Mot. I don’t recall the exact date. It was September 1949. 

Mr. Topix. How did you proceed on that audit ? 

Mr. Moun. I called Mr. Grunewald for an appointment to go over 
his tax return, and he informed me he would let me know when it 
would be convenient for him to go over his records. 

Mr. Torry. So you called him for an appointment, and he said i: 
effect, “I will call you back.” 

Mr. Moiu. Yes. 

Mr. Tortn. Did you ever have an appointment with Mr. Grune 
wald / 

Mr. Mou. No. 

Mr. Torix~. What did happen ? 

Mr. Motz. The next following day, Mr. Nagle called me in the 
office. 

Mr. Curtis. Who called you in the office ? 

Mr. Moti. Mr. Nagle, the group chief, and he informed me to take 
the tax return up to Mr. Stowe’s office. 

Mr. Tortn. Did Mr. Nagle ask you whether you had gone to the 
Munsey Trust Co. ? 

Mr. Moti. No; Mr. Nagle didn’t. 

Mr. Torin. He just called you in and asked you what had you done 
on the case? 

Mr. Motu. Yes, sir. 

Mr. Tortn. And then told you to report to Mr. Stowe ? 

Mr. Mou. Yes, sir. 

Mr. Tornrn. Mr. Stowe was then Assistant Deputy Commissioner 
of the Income Tax Unit ? 

Mr. Motz. I think so. I didn’t know his title. 

Mr. Torin. So you reported to Mr. Stowe with the files? 

Mr. Mou. Yes, sir. 

Mr. Torsrx. Did you have a conversation with Mr. Stowe? 

Mr. Moun. He asked me what I had done on the case, and I informed 
him that I had called Mr. Grunewald for an appointment to go over 
his records and that was all I had done on the case. Then he further 
asked me if I had contacted any banks, and I said no, which I had not. 

Mr. Tozsix. Then what happened ? 

Mr. Mouwu. He asked me to leave the case with him and he would 
take care of it. 
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Mr. Tosrn. Were you under the impression that you were being 
reprimanded ? 

Mr. Mou. Well, I had not had a case taken from me like tlia: 
before. 

Mr. Tosrn. The case was taken away from you? 

Mr. Mott. Yes. 

Mr. Torrn. And you did not do further work on it? 

Mr. Motz. No, I didn’t do anything, no work at all on the case 

Mr. Tontx. The matter was assigned to another agent in your 
group ? 

Mr. Mout. Yes, sir. 

Mr. Tontn. Have you ever had a case taken away from you before? 

Mr. Mout. Only for associating with other cases. That happens 
often, related cases, like partners and partnerships. 

Mr. Torrn. So the sum total of your experience in the Grunewald 
case is that you were assigned the returns for audit, you contacted 
the taxpayer for an appointment, and then you were called in by 
your superiors and asked what you had done on the case, and whethe: 
you had been to the bank, and the matter was then assigned to an- 
other agent ? 

Mr. Mott. Yes, sir. 

Mr. Curtis. Do you know why it was taken away from you? 

Mr. Mout. No, sir; I didn’t inquire. I had no reason to. 

Mr. Curtis. But it was an unusual procedure? 

Mr. Mout. As I say, it was for me. 

Mr. Curtis. That where a case is taken away from somebody under 
ordinary circumstances, there is usually a specific reason ? 

Mr. Motu. Unless there are contacts made by other men. That 
happens lots of times. 

Mer. Curtis. By what? 

Mr. Motz. Contacts by other agents where the taxpayer is contacted. 

Mr. Curtis. But you were given no reason why this was done, and 
you knew no reason, is that right ! ? 

Mr. Motz. That is right. 

Mr. Curtis. But it did leave you with the idea that you were not to 
do anything more on it? 

Mr. Moxx. That is right. 

Mr. Byrnes. Can you identify the time that these events took 
place ? 

Mr. Motu. No; I didn’t have the case Jong enough. 

Mr. Byrnes. I mean generally. 

Mr. Mot. It was around September. 

Mr. Byrnes. 1949? 

Mr. Motu. Yes. It was one of the first cases I had in a group of 
cases assigned to me, and I picked it out probably the following day. 

Mr. Byrnes. Sometime in September 1949 as far as your memory} 
serves you? 

Mr. Mort. I would say so, yes. 

Mr. Byrnes. And what years were being audited, do you recall ? 

Mr. Mott. I only recall that 1947 tax return was in the folder wit! 
probably the certificates of overassessments of prior years. But they 
were already outlawed. I was not too much concerneé with that. I 
was only concerned with the open year. 

Mr. Byrnes. 1947? 
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Mr. Moux. That is all I recall, although the card showed prior years 
other than 1947 that I signed for. I don’t remember seeing the tax 
returns. The certificates of overassessment might have been in the 
file. 

Mr. Byrnes. The year you were fundamentally concerned with, 
then for this short period you did have concern, was 1947? 

Mr. Moti. I would say so. I don’t recall. I did not pay much 
attention to it. It was assigned to me and taken away from me so I 
don’t even remember going into the case to see what was in it. 

Chairman Kring. You may be excused. 

Mr. Motz. Thank you. 

Chairman Kine. Mr. Nagle, will you come forward, please? Will 
you be sworn? Do you solemnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, = help : vou God? 

Mr. Nacte. I do, sir. 

Chairman Kine. Be seated, Mr. Nagle. 


TESTIMONY OF RALPH S. NAGLE, INTERNAL REVENUE AGENT, 
WASHINGTON BRANCH OFFICE, BALTIMORE DIVISION 


Mr. Tosry. Will you give your full name and title for the record, 
please ¢ 

Mr. Nacrer. Ralph S. Nagle, internal revenue sgent in the Wash- 
ington branch office of the Baltimore division, acting as a group chief 
in that office. 

Mr. ‘Tostry. The Baltimore office of the revenue agent in charge 

>a branch in Washington, and you are in charge of that branch ? 

Mr. Nacur. Yes, sir. ; 

Mr. Tortn. In your capacity have you group chiefs in this area ¢ 

Mr. Naeur. I am in charge of one of the groups. ‘There are two 
groups In this office. 

Tosi. — sige ie Agent Moll is in your group? 

Mr. Nacte. Yes, s 

Mr. Tortn. On or ; wilde September 6, 1949, did you assign tax 
returns of Mr. Henry Grunewald to Mr. Moll for audit ? 

Mr. Nacue. Yes. 

Mr. rp IN. What instructions d lid you give him in the case / 

Mr. Nacix. I don’t recall any instructions. I might say the file 
came in with a Bureau letter calling attention to the fact that some 
overassessments which had been recommended in the prior years had 
not been scheduled for overassessment. As a matter of fact. the 
statute of limitations had run on the overassessments so that they 
ould not make refunds. The Bureau letter called attention to that 

directed the investigation of the years 1945 and 1946, and in- 
structed that, in the event that deficiencies in tax were found for either 
those years, that they should first be offset against the overassess 
ments before any further assessment was made. So I think I only 
illed his attention to the letter W hich was W ith the case, 

Mr. Tosin. In other respects, it was just a routine audit ? 

Mr. Nacuie. That is all: yes. 

Mr. Tontn. On or about September 27, 1949, did you receive a 

ephone call from Mr. Stowe, who was then Assistant Deputy Com- 
missioner in the unit ? 

Mr. Naar. Yes. 
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Mr. Tosin. What did Mr. Stowe ask you? 

Mr. Naaie. Mr. Stowe asked me if I had a revenue agent by tly 
name of Moll in my group. I told him that I did. He wanted 
to know whether Moll had assigned to him the Grunewald retur 
I said he had. He wanted to know whether it was the usual pra 
tice for revenue agents to canvass the banks in connection with | 
examination of areturn. I told him that it was not the usual pract 
in a routine examination, but it sometimes became necessary in the 
event of lack of records or lack of cooperation, but I didn’t think Mo 
had done that for the simple reason that, in order to get informat i: 
from banks, summons have to be issued, and the agent is required | 
turn in a copy of that, and I had not seen any. But I told him | 
would check with Moll and let him know. 

At the first opportunity I asked Moll what he had done on t 
case. He said he had not started it. He had contacted Mr. Grui 
wald but had not been able to begin any examination. 

Getting back to Mr. Stowe, when I called him back and told hi; 
Moll had not canvassed any of the banks, he asked me to have M: 
bring the file and come up to see him the following morning. | 
was not present at that meeting, but Moll did go up the following 
morning to see him. 

Mr. Tostn. Did Mr. Stowe indicate that he received a call from 
somebody on this matter? 

Mr. Nace. I got the impression that he received complaints from 
somebody. In other words, the inquiry was, why was the agent going 
around to the banks, canvassing the banks, and so forth. At least 
there was an inquiry. I won't say complaint; an inquiry. 

Mr. Tostx. Do you know who it was that called Mr. Stowe? 

Mr. Nacie. I am not sure, Mr. Tobin. Somewhere along the lin 
in some of these conversations I think Mr. Stowe indicated that M 
Bolich was interested in the status of the case and what had _ be: 
done. 

Mr. Tozsrn. But you do not—— 

Mr. Nacwe. I don’t have a direct recollection of him telling me s 

Mr. Torrx. You sent Mr. Moll up to see Mr. Stowe with the file 
the Grunewald matter, is that correct ¢ 

Mr. Nacie. Yes, sir. I think that was the morning of Septembe: 
2Y. 

Mr. Torin. Did Mr. Moll report to you at the conclusion of that 
meeting ¢ 

Mr. Nacir. Yes. He came back and said that Mr. Stowe had asked 
him to leave the file with him, that he, Mr. Stowe, would get in tou 
with me later. 

Mr. Torry. Did he say anything else? 

Mr. Nacur. No, sir; I don’t recall any other conversation. 

Mr. Tonin. Did you receive another call or did you go to Mr. Stow: 
office ? 

Mr. Nacuie. Yes. I received a call and I went up to Mr. Stowe s 
office. It was the same day. 

Mr. Torry. On this Grunewald matter / 

Mr. Nacuie. Yes, sir. 

Mr. Torin. And what transpired at that meeting with Mr. Stow: 

Mr. Nacuir. Mr. Stowe told me that there had been a mix-up 
names. He found that it was a special agent by the name of Mould 
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who had been canvassing the banks, and not Moll, and then he handed 
the file back to me and suggested it be reassigned to another agent. 

Mr. Torin. And that was Revenue Agent Leese ¢ 

Mr. Naar. I don’t know that he actually suggested Leese’s name. 
Perhaps he did. In any event, before I left the office it was my inten 
tion to give it to Leese, I told him. Leese had been an agent for a 
great number of years, and he has had a lot of experience in exami- 
nation work. 

Mr. Topsrn. He is now head of the racket squad ? 

Mr. Naoier. Yes: he is head of our racket squad in the Washing- 
ton office. 

Mr. Tostn. To which you have customarily assigned some of your 
best 7 as a result of the racket drive ? 

Mr. NaGie. That is right. 

Mr. Tomy. And Mr. Leese began the audit ? 

Mr. Nace. That is correct. I assigned the returns to Mr. Leese 
on the same day, September 29, and he completed his report—I be- 
lieve his report was dated October 25. 

Mr. Tornrx. And when that report came in, did you report the mat 
ter further to Mr. Stowe ? 

Mr. Naor. Yes; I did. I believe I called—I am sorry I don’t have 
any memorandums—but I think I called Mr. Stowe and said that the 
report was on my gn. and should I give hima memorandum. In any 
event, I must have been told to call “Mr. Bolich’s office, and did call 
Mr. Bolich’s office. I don’t think I talked to Mr. Bolich because | 
don’t know the gentleman. I have never seen him. But I was told 
to just give him a memorandum as to the result of the investigation. 
I prepared a typew ritten memorandum. 

Mr. Tostn. How did it happen that you reported to Mr. Bolich on 
that matter? He was not in your unit, was he ¢ 

Mr. Naaie. No. 

Mr. Tortxn. He was Assistant Commissioner of Internal Revenue ‘ 

Mr. Naaie. Yes. 

Mr. Tosrs. You would normally have reported to the Assistant 
Deputy Commissioner of your unit or through him to the Deputy Com. 
missioner in charge of your unit, is that mght, instead of reporting 
direct to an Assistant Commissioner ¢ 

Mr. Naaxir. Ordinarily, unless somebody has expressed some in 
terest in the status of a case, we would normally send it to our head- 
quarters office in Baltimore without reporting to anyone in Wash- 
ington. 

Mr. Tosrn. And if it had gone from your Baltimore office it would 
have gone to the Deputy Commissioner ? 

Mr. Nacie. It would have gone into the Bureau for possible review, 
for audit review. 

Mr. Tosin. Do you recall any other case where you reported direct 
to Mr. Bolich on a matter ¢ 

Mr. Nacie. No, sir. That is the only memorandum I ever wrote to 
Mr. Bolich. 

Mr. Tosry. What was the conclusion that Revenue Agent Leese 
reached on this audit, do you remember ¢ 

Mr. Nacir. Yes; I do remember it. It was no change in the tax 

liability for any of the 4 years. I might say we started out with the 
examination of 1946 and 1947, and then I authorized him to extend the 
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examination, in other words, to pick up 1947 and 1948, which had 1 
been examined, and dothem all at the same time. 

Mr. Tosrn. And you were not able to overcome any overassessment 

Mr. Nace. No, sir. 

Mr. Byrnes. After you sent the memorandum to Bolich, did t! 
file take its regular course, or did you have another report to the 
Baltimore office ? 

Mr. Nace. No, sir. The file was ready to go and I called their 
office and asked them if they were interested in the status of the case, 
and they said “Just send a memorandum.” I did that, in about 
minutes, and the case went on. I didn’t hold the case. 

Mr. Byrnes. Did it follow its usual routine otherwise? 

Mr. Naate. Yes, sir. 

Chairman Kine. You may be excused, Mr. Nagle. 

Mr. Nace. Thank you, sir. 

Chairman Krne. Mr. Stowe, please. Will you be sworn? Do you 
solemnly swear that the testimony you will give will be the truth, 
the whole = and nothing but the truth, so help you God? 

Mr. Stowe. I do. 

Chairman Kine. Be seated, Mr. Stowe. 


TESTIMONY OF CLIFFORD W. STOWE, HEAD OF APPELLATE STAFF, 
BUREAU OF INTERNAL REVENUE 


Mr. Torry. Mr. Stowe, will you give your name and title, please, 
for the record? 

Mr. Srowe. Clifford W. Stowe, head of the Appellate Staff. 

Mr. Torsry. That is formerly the technical staff ¢ 


Mr. Srowr. Yes, sir; that is right. 

Mr. Torry. Previous to your present position, Mr. Stowe, were 
you Assistant Deputy Commissioner in the Income Tax Division? 

Mr. Stowe. That is right. 

Mr. Torin. On or about September 27, 1949, did you get a tele 
phone call from then Assistant Commissioner Bolich concerning the 
Henry Grunewald tax audit ? 

Mr. Srowe. I can’t say whether it was a telephone call or personal 
visit. Mr. Tobin. Mr. Bolich did contact me on that d: ay, apparently, 
however, based on my diary and a note which was prepared by my 
secretary at that. 

Mr. Tosrx. Do you recall what Mr. Bolich said to you about this 
case ? 

Mr. Stowe. No, sir, I do not. I have no recollection of the incident 
at all. 

Mr. Torry. You don’t remember whether Mr. Bolich mentioned 
to you something about the revenue agent having visited a bank‘ 

Mr. Stowe. No, sir, I don’t recall that of my own recollection. 

Mr. Torre. You have heard the testimony here this morning? 

Mr. Srowr. I have heard the testimony and I have heard the sam 
statement made heretofore, but I have no direct recollection of 
myself. 

‘Mr. Torry. You do, however, have a diary record which indicates 
that you either met with or had a telephone talk with Mr. Bolich « 
this matter? 

Mr. Stowe. My note says that Bolich talked with me, but whether 
that was over the phone or in my office, I don’t know. 
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Mr. Curtis. What else do your notes say? Do they say what he 
talked about? 

Mr. Srowe. The note says: 

Mr. Bolich talked to me and I called Mr. Nagle to put Agent Leese on the case 
instead of Moll. 

Mr. Curtis. Does your note identify the case ¢ 

Mr. Stowe. Yes, sir, it does. It is headed “Henry W. Grunewald.” 

Mr. Tosrn. After this conversation with Mr. Bolich, did you call 
ip Mr. Nagle? 

Mr. Stowe. Apparently so, because I have this note, and it says that 
I did call Mr. Nagle. 

Mr. Tosrn. And you heard Mr. Nagle’s testimony about this phone 
call? 

Mr. Stowe. Yes, sir. 

Mr. Tosin. And you have no independent recollection of that ? 

Mr. Stowr. No, sir; I have not. 

Mr. ‘Tortn. Did Revenue Agent Moll report to you on this matter ? 

Mr. Stowe. Apparently so, because the diary shows that Agent 
Robert F. Moll came to my office on September 27 in re Henry W. 
Grunewald. 

Mr. Tosrn. And you have no independent recollection of what 
transpired ¢ 

Mr. Stowe. No, sir; I do not. 

Mr. Torry. Do you recall talking further with Mr. Nagle about 
this matter ? 

Mr. Stowe. I have no recollection, Mr. Tobin, other than just 
these notes. 

Mr. Tosrn. And do your notes reflect that you suggested Revenue 
Agent Leese be assigned to the case? 

Mr. Stowe. Yes, sir. 

Mr. Tostxn. Why would you have suggested Mr. Leese ? 

Mr. Stowe. That is a bit difficult to answer without knowing what 
went on ahead of that. I did know Agent Leese as one of the best 
agents in the Washington office, and it may be that because of that 
fact and because of what I know only by hearsay that there had been 
some confusion of identity between Special Agent Mould and Revenue 
Agent Moll, and I felt that under those circumstances it would be 
advisable to give the case to another agent. Since I knew Agent 
Leese was one of the best agents in the office, I possibly suggested him 
for that reason. 

Mr. Torry. Agent Leese had completed his audit and the results 
of that were reported to you; is that right ? 

Mr. Srowr. No, sir: not to my knowledge. I have a note here 
dated October 17, 1949, which states that Mr. Nagle called to say 
that the agent had finished the examination of years 1945 and 1946, 
and finds no change in auditing case. Mr. Nagle wants to know 
whether they should continue examination for years 1947 and 1948. 
In Mr. Stowe’s absence Mr. Nagle said that he would talk with Mr. 
Bolich’s secretary. 

On October 17, I was on leave, and I believe out of the city. 

Mr. Tortn. Previous to this time you had reported back to Mr. 
Bolich on this matter, had you not? 
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Mr. Srowe. Yes, sir. There is a record of a phone call to Mr 
Bolich on October 3 regarding the Grunewald case. 

Mr. Tortn. Do you recall the substance of that conversation ? 

Mr. Stowe. No, sir; I do not. 

Mr. Tosrn. Can you recall whether Mr. Bolich indicated to yo 
that there was something irregular about Mr. Moll’s having gone to 
the bank? 

Mr. Stowe. As I have said, Mr. Tobin, I have no recollection of 
the matter, and I can’t answer that question except on the basis of 
hearsay. 

Mr. Tosry. It would be unusual for a revenue agent, as opposed 
toa special agent, to go toa bank in the first instance? 

Mr. Srowe. Prior to contacting the taxpayer, that would be. 

Mr. Torry. So if you heard from Mr. Bolich that had been done, 
you might have inquired as to why? 

Mr. Stowe. If Mr. Bolich had said to me that he understood that 
the agent had been contacting banks before contacting the taxpayer, 
I would regard that as unusual. 

Mr. Kean. Would you consider it sufficient to remove the agent 
from the job? 

Mr. Stowe. I probably wouldn't. 

Mr. Kean. Probably would or would not? 

Mr. Srowe. I probably would not, unless there were some other 
circumstances connected with the matter which may have seeme«| 
advisable. It occasionally becomes necessary to make transfers of 
cases from one agent to another merely because of a conflict of 
personality. There may be a misunderstanding arise between thie 
taxpayer and agent, and if that is the case and it seems to be a situ 
ation which is going to make it difficult to conclude the investigation, 
it might be deemed advisable to transfer the return to another agent 
or put another agent on with the first man. 

Mr. Kran. You do not remember that Mr. Bolich told you that 
Mr. Moll was personally obnoxious to him / 

Mr. Srower. No, sir, I have no such recollection. 

Mr. Kean. And therefore to transfer it to another man? 

Mr. Srowr. No, sir. As I say, by hearsay, I understand there was 
some confusion of identity between the special agent and the revenu 
agent, and because of the activities of the special agent and the cor 
fusion of identity it may have been that the activities of the spe 
agent were attributed to the revenue agent. 

Mr. Kean. A mistake of identity would not be any reason for re 
moving the agent that was assigned to it unless Mr. Bolich had 
insisted, 

Mr. Stowe. Mere mistake of identity certainly would not be in and 
of itself sufficient to justify transferring a return. 

Mr. Kean. You cannot remember whether Mr. Bolich insisted that 
it 7o to someone else ? 

Mr. Stowe. No, I cannot recall that, sir. 

Mr. Kean. You would be apt to recall it, would you not, if it had 
occurred? Would it not have been a bit unusual if Mr. Bolich had 
said to you, “Remove this agent and put another one on?” 

Mr. Srows. Not necessarily. 

Mr. Kean. It would not? He used to do that quite often? 
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Mr. Stowe. No. Now, please don’t misunderstand me. I don’t say 
that he did it often. I don’t know that he ever did it on any other 
oceasion. But if a complaint had come to him and the circumstances 
were such that in his opinion it was justifiable to transfer the case 
from one agent to another, and he so requested or instructed me to 
do it. 1 would do it, of course. 

Mr. Kean. Of course; he was your boss. 

Mr. Srowe. Yes, sir, very definitely. 

Mr. Kean. But it would have been unusual enough so that you 
would have remembered it ? 

Mr. Stowe. I can only say this, sir, that I do not remember. The 
case in and of itself was something that, as far as I know, I had never 
heard of before. I was working under terrific pressure at the time. 
[ saw many, many people in the course of a day, every day. Appar- 
ently there was nothing which impressed me about this particular 
matter as so unusual or peculiar as to have it register itself in my 
memory. 

Mr. Byrnes. You have no memory at all of actually why the case 
was transferred ¢ 

Mr. Srowe. No, sir, I have not, not of my own recollection. As I 
say, I have heard the testimony of others who apparently do recall. 

Mr. Byrnes. They do not recall the reason why it was transferred, 
though. 

Mr. Srowe. No, they apparently do not recall the reason why, but 
they state there apparently was a confusion of identity. 

Mr. Byrnes. Confusion of identity is not any reason to change a 
case, is it ? 

Mr. Stowe. No, sir, it is not. 

Mr. Byrnes. I am having a little difficulty understanding the situa- 
tion W hereby if an agent and taxpayer do not seem to be gvett ing along, 
you get another agent on the case. Is that quite general practice / 

Mr. Stowe. It is not a general practice. It would only be an extreme 

reumstance, where there had been a complaint registered against 
the man and there was apparently some reason to believe that he was 
not conducting himself tactfully or in such a manner as to make it 


possible to have the investigation proceed in a normal manner. 
Mr. BYRNES. You have he ard the testimonv given to the committee 
th smorning. 


Mr. Srowr. Yes, sir 

Mr. Byrnes. Even if there was a mistake in identity, do you believe 

it either one of the agents, either the special agent or the revenue 

vent, conducted himself in such a manner as to be so offensive to the 

xpayer as to require a change ? 

Mr. Srowe. On the basis of the testimony I have heard here this 

orning, my answer would be “No,” sir. 

Mr. Byrnes. That is all. Mr. Chairman. 

Chairman King. You may be excused, Mr. Stowe. 

Mr. Srowr. Thank you, sir. 

Chairman Kine. Mr. Leese, will you be sworn, please? Do you 
solemnly swear that the testimony you are about to give will be the 
truth, the whole truth, and nothing but the truth, so help you God ? 


Mr. Leese. I do. 
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TESTIMONY OF H. WATSON LEESE, HEAD OF RACKET SQUAD 
WASHINGTON OFFICE, BUREAU OF INTERNAL REVENUE 


Mr. Tosrn. Mr. Leese, will you state your full name and title, pleas: 
for the record ? 

Mr. Leese. H. Watson Leese. 

Mr. Tosrn. L-e-e-s-e? 

Mr. Leese. L-e-e-s-e. 

Mr. Tosrn. How long have you been a revenue agent ? 

Mr. Leese. Since May 16, 1925. 

Mr. Tosrn, At the present time are you serving as head of the racket 
squad in the revenue agent’s office to which you are assigned ¢ 

Mr. Leese. In Washington, yes, sir. 

Mr. Tostn. Mr. Leese, in September 1949 were you assigned 
some tax returns of Henry W. Grunewald for audit ? 

Mr. Leese. Yes, sir. 

Mr. Tostn. And you made an audit of what years? 

Mr. Leese. The years 1945-48. 

Mr. Tosrn. One problem that you had in this audit was to overcome 
certain overassessments on which the statute of limitations had run, 
if that was possible ? 

Mr. Leese. No, sir; it was no problem. There was a Bureau letter 
dated September 1, sending the case out with the case for the years 
42, °43, and °44, on which the Revenue Agent Orling had checked 
With the case was his report, showing a refund for the years 43 and 
44, which had not been made. The instructions in the letter were 
that if any deficiencies developed for the years 45 through—it didn't 
go to °48 then—but Mr. Nagle said bring it up to date, that the over 
assessments for those years should be applied against any such «i 
ficiency, if it developed. 

Mr. Tosrn. It was embarrassing to the Bureau, was it not, to have 
permitted the statute to run on these overassessments ? 

Mr. Lerse. I presume so, sir. I had nothing to do with that. 

Mr. Tosrn. I realize that. But it would have been preferable for 
the Bureau if it could have established deficiencies which would hav 
offset these overassessments ? 

Mr. Leese. I don’t know if it would have been preferable. That 
was the suggestion in the letter that was with the case when it w 
assigned to me. 

Mr. Torry. And you proceeded to make an audit of these years, a 
concluded that there should be no change in the tax due as reported 
by the taxpayer? 

Mr. Leese. Insofar as my examination went, I could find no incon. 
that had not been reported. It is what we call a “nochange” report. s 

Mr. Torry. How extensive an audit did you make of Mr. Grun 
wald’s tax returns? 

Mr. Lerse. When Mr. Nagle gave me the returns. he asked for 
thorough examination. I was in contact with both Mr. Stearns a 
met Mr. Grunewald on two occasions. I had copies that were fu 
nished me along with any memorandums that Mr. Stearns had of 
bank deposits and all canceled checks. Further than that, I tried to 
run down any cash expenditures that did not go through the bank, 
and then asked the taxpayer how much he had spent in cash for living 
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expenses, to which he gave me a figure of $10,000a year. When I added 
it all up, I could not find any mistake in the income that had been 
reported in the returns. 

Mr. Tontn. And consequently you wrote a “No change” report which 
you submitted ? 

Mr. Leese. Yes, sir. 

Mr. Kean. Mr. Leese, did that return of Mr. Grunewald give item- 
ized statements as to where he received his income? 

Mr. Leese. Which year do you want, sir? 

Mr. Kean. The year you were examining. 

Mr. Leese. I had four. 

Mr. Kean. Some of them had been outlawed, had they not ? 

Mr. Leese. Only one, sir, at the time it came to me. 

Mr. Kean. Take 1948. 

Mr. Leese. They wanted an examination right on through, and I 
gave it to them, even though one return was outlawed when it came 
to me, because we still have a provision in the law under section 275 (c) 
whereby if you would pick up 25 percent of the gross income reported 
it would extend the statute 2 years, so if that had happened, sir, it 
would have been an open year, and not an outlawed year. 

Mr. Kean. In 1948, did he explain in an itemized statement as to 
where he received his income / 

Mr. Leese. My report shows, sir, that there was an item reported 
from Blue Network, $8,000; Pan American, $786; and other income 
and commissions, and so forth, $17,000. That is what we call the ad- 
justed gross. 

Mr. Kean. Other income $17,000. That was more than half of 
his income, was it not ? 

Mr. Leese. Yes, sir. 

Mr. Kean. What did you do to verify that? 

Mr. Leese. I found that there were total bank deposits in the year 
1945 of $27,348.55, and that included in those bank deposits was an 
item of $5,500 that had been reported in the year 1944, although it 
was not deposited until early 1945, so that had to come off. There 
had also been a loan from the bank of $5,000. So from the $27,348 
deposited, I subtracted the two items of $10,500. That left $16,848.55 
that had to represent current 1945 income. found— 

Mr. Kean. You say there was a loan. Was that the Maloney loan? 

Mr. Leese. Yes: borrowed from the Munsey Trust. 

Mr. Kean. He borrowed it? 

Mr. Lersr. He needed that to pay some income tax, apparently. 

Mr. Kean. What? 

Mr. Leese. I think it was used to have money in the bank to cover 
i check for income tax in January. I found that there was cash paid 
on the loan of February 14, 1945, of $1,500, and inasmuch as there had 
been no check written from the bank account of that date, it seems 
that it would have to be earned between January 1 and February 14, 
the date it was paid. I found there was a series E United States bond 
purchased by cash in May 1945, for $375. That was a $500 face value 
on which you pay 75 cents on the dollar. IT asked Mr. Grunewald how 
much it cost him to live and he said that the estimated living expenses 
in cash over and above any checks he wrote was $10,000. He had 
had checks to cash that I could identify totaling $2,654.16, and he also 
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had some 1944 expenses of $500. That was a check that he had writt; 
in December of 1944, that didn’t clear the bank until January of 194). 
So taking those two items away from the $10,000, it meant that cas) 
for personal expenses in the way of food, rent, and so forth, would be 
$6,845.84. So, adding the bank deposits that were not borrowed mone 
or deposited in 1945 of a 1944 item of $16,848.55, the $1,500 loan pa 
in cash, the $375 for the bond, and cash living expenses of $6,845.84, | 
reconstructed gross income of $25,569.39, as against $25,786 that 
reported. So therefore 1 couldn't come up with what you could ca|! 
any unreported income. 

Mr. Kean. Did he identify where the $17,000 of additional income 
came from, miscellaneous commissions ? 

Mr. Lersr. I asked about that, sir. He stated that he won some 
games of chance. I presume you could call it cards, shooting crap, or 
whatnot. 

Mr. Kean. What? 

Mr. Leese. Games of chance, poker, shooting crap or anything. 

Mr. Kran. How much was that? 

Mr. Leese. He didn’t say. He just said he played cards and shot 
crap. 

Mr. Kean. And the $17,000? 

Mr. Leese. He bet on football games, baseball games, and the $17,000 
covered those sorts of things. 

Mr. Kean. And you made no attempt to verify that in any way? 

Mr. Leese. I asked who he got that from, sir, and I got no answer. 

Mr. Kean. And in spite of the fact that the law provides that a 
person must specify where he got the income from, you have been testi- 
fying—as being one of the best agents the Bureau had—you would 


accept the statement of a man that he had won $17,000 in gambling? 
Mr. Leese. That was the vay why I listed all bank deposits, 


traced everying I could, in the form of cash expenditures, and then 
asked how much he spent for personal expenses and also inventory 
of the safe-deposit box and the cash in his pockets, trying to show 
that the figure was wrong. That is all you could do in those circum- 
stances. 

Mr. Kean. But if the law provides that you should make detailed 
statements of where the income came from, could you not have insisted 
on the wherewithal of these bets? 

Mr. Leese. I asked that. I went further. I asked if you bet on a 
football game or an election in one of these years, and if it was an 
even bet, and you won $10,000, you would have to have $10,000 to put 
up. Ihad that in mind. He said, “I had odds.” 

Mr. Kean. You asked, but you did not get it from him? 

Mr. Leese. That is right. 

Mr. Kean. And you did not report back that the return was ques 
tionable on account of the fact that you found a person who always 
seemed to be able to make large sums of money in gambling? 

Mr. Leese. No; I put every bit of information I could in this report 
In some years he had checks and I showed who those checks were from 

Mr. Kran. Did you find the situation that we have discovered about 
the fact that all he did with his bank account was that every time | 
had any money, he put cash in the bank and then drew a check on that 
to cover the item ¢ 

Mr. Leese. I would have to look at that and see, sir. 
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Mr. Kean. That is what was testified here with reference to some 
of his later returns. 

Mr. Leese. Yes, sir. Is there any particular year that you would 
like to see, sir? 

Mr. Kean. I just wondered whether you found that same situation, 
which would have shown you that he was handling his transactions 
very much in cash and might lead to suspicion. 

Mr. Leese. I have my work papers here for 1948. The first deposit 
on January 9 was $100. I presume that is cash. 

Mr. Kean. A $100 of course we are not concerned with. 

Mr. Leese. On January 12, I have written there, it was “$13,500, 
United Brotherhood of Carpenters and Joiners of America.” That is 
what the deposit slip showed. January 21, “$5,000 William P. Ma- 
loney, loan.” 

Mr. Kean. Repayment of a loan? 

Mr. Leese. Yes, sir. 

Mr. Kean. That is where you got the letter from Mr. Maloney veri- 
fying that ¢ 

Mr. Leese. Yes. On January 23, $1,000. I have written “cash.” 
On January 26, “$10,000 cash (withdrawn November 19, 1947.)” 
March &, “cash, 60 days, $2,500” and, in parentheses, “December 3, 
147." March 30, “89,000 cash.” Where I could on the various things, 
I listed the source of where it came. A couple of them that were small, 
$200 or $100, there is nothing which would indicate cash. 

Mr. Kean. These transactions in cash did not in any way make 
you feel that the whole reporting by Mr. Grunewald might be ques- 
tionable ? 

Mr. Leese. Any time I see things like that I try to run down the 
source of anything I can in order to prove or disprove statements 
made that this is it, as the saying would be. 

Mr. Kean. Is this the time that you went with him to the safe- 
deposit box, or was that another time ? 

Mr. Leese. I saw Mr. Grunewald on two occasions during the ex- 
amination. I can give you the dates. 

Mr. Kran. Was it you who went to the safe-deposit box with him / 

Mr. Leese. Mr. Stearns, Mr. Grunewald, and myself; yes, sir. 

Mr. Kean. You insisted that you wanted to see what was in his safe- 
deposit box ? 

Mr. Leese. Yes, sir. 

Mr. Kean. Did you give him any notice with reference to that so 
if he wanted to he could have removed things from the safe-deposit 
box ? 

Mr. Leese. I asked Mr. Stearns to ask him to do that, and the entries 
on the card show that, from the time of the request to the time we 
were in there, he had not been in there. I can give you that date. 

Mr. Kran. I do not want the date because it has already been 
given. I wanted to know if you were the agent that had gone to his 
box. 

Chairman Kine. You may be excused, Mr. Leese. 

Mr. Leese. Thank you, sir. 

Chairman Ktne. The committee will recess until 2:30 this after 
noon. 

(At 12:25 p. m., a recess was taken until 2:30 p. m., the same day.) 
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Chairman Kine. Come to order, please. 

Mr. Miller, please? Will you come forward, Mr. Miller? 

Will you be sworn? 

Do you solemnly swear that the testimony you will give will be 
the truth, the whole truth, and nothing but the truth, so help you God / 

Mr. Mutter. I do. 

Chairman Krne. Be seated, Mr. Miller, please. 


TESTIMONY OF REYBURN P. MILLER, MANAGER, HOTEL 
WASHINGTON, WASHINGTON, D. C. 


Mr. DeWinp. Would you please state your full name for the record / 

Mr. Miter. Reyburn P. Miller. 

Mr. DeWinpv. Where are you employed, Mr. Miller? 

Mr. Miter. Hotel Washington. 

Mr. DeWinp. In what capacity ? 

Mr. Mitter. Manager. 

Mr. DeWrnpv. How long have you been manager of the Hotel Wash- 
ington ? 

Mr. Mrizer. Since February 16, 1948. 

Mr. DeWrnp. Do you know Mr. Daniel A. Bolich? 

Mr. Miter. No, sir. 

Mr. DeWrnp. You have never met Mr. Bolich? 

Mr. Mirxer. I have never met him. 

Mr. DeWrnv. You would not recognize him if you saw him, as far 
as you know? 

Mr. Mriurr. No. 

Mr. DeWrnp. Do you know Mr. Henry W. Grunewald ? 

Mr. Mituer. Yes, sir. 

Mr. DeWrnp. You have met Mr. Grunewald and his appearance 
is familiar to you? 

Mr. Mriuer. That is correct. 

Mr. DeWinp. Do you know Mr. Harry Woodring? 

Mr. Mirzer. No, sir. 

Mr. DeWrinp. You have never met Mr. Woodring? 

Mr. Mirturr. I never met him. 

Mr. DeWrxp. Do you recall when you first met Mr. Grunewald? 

Mr. Minier. No: I cannot say that I do. I can remember the first 
time I heard his name around the hotel. 

Mr. DeWrnp. About when was that? 

Mr. Mitzuer. That was in the fall of 1948. Mr. Rhoades, who was 
executive assistant manager—— 

Mr. DeWrnp. Is that Mr. R-h-o-d-e-s? 

Mr. Miturr. R-h-o-a-d-e-s: Norris Rhoades. 

Mr. DeWrnp. He was executive assistant to the manager of the 
hotel at that time? 

Mr. Mriuer. That is correct. He passed away in September of this 
year, or of last year, 1951. He came to me about arrangements for 
suite, rental of a suite, on a permanent basis. He stated that Mr. 
Grunewald wanted to occupy one permanently. He wanted to know 
what rate we could work out with him. Mr. Grunewald was appar 
ently known to Mr. Rhoades. 


INTERNAL REVENUE INVESTIGATION 3341 


Mr. DeWrnp. Did Mr. Rhoades introduce you to Mr. Grunewald 
at. that time ¢ 

Mr. Mitier. Not at that time; no. 

Mr. DeWrnp. Did you work out a suite arrangement for Mr. Grune- 
wald ?¢ 

Mr. Muzer. That is correct. 

Mr. DeWinpv. This was in the fall of 1948? 

Mr. Miutzer. The fall of 1948; yes, sir. 

Mr. DeWinp. Can you specify the date on which the suite arrange 
ment was worked out ¢ 

Mr. Mitier. Not exactly. I can tell from the records. 

Mr. DeWrnp. Mr. Miller, I show you invoice No. 61561 of the Hotel 
Washington, the opening date on which is October 6, 1948, which 
relates to rooms 519 and 520, and I ask you if that is the record of 
tle—— 

Mr. Muuer. No, sir; that is not the record. 

Mr. DeWinp. Can you identify the suite that Mr. Grunewald first 
hired in the fall? 

Mr. Miter. 319, 20, and 21. It was registered under the name of 
Harry A. Woodring. 

Mr. DeWrnp. It was not under Mr. Grunewald’s name? 

Mr. Miter. No. 

Mr. DeW1npb. So when this arrangement for a suite on a permanent 
basis was made it was on a registration in the name of Harry Wood- 
ring, covering rooms 519, 320, and 321? 

Mr. Miniter. And Mr. Rhoades told me in our first conversation, 
he said it was for Mr. Grunewald, and either that day or at a later 
period when they took the suite he told me it was under Mr. Wood- 
ring’s name. 

Mr. DeWinp. I have here a photostatic copy of a registration 
blank, No. 538980, dated November 22, 1948. It is in the name of Harry 
Woodring, Kansas City, Kans., rooms 319, 20, and 21; rate $20; 
account No. 67480 or 82, I cannot make out. At the bottom it says, 
“Remarks: By Mr. Grunewald, Permanent.” 

Mr. Mitier. May I see that, please? 

Mr. DeWrnp. Yes, indeed. 

Mr. Mitter. Now this folio No. 33980 is the original registration. 
It, however, is in the handwriting of Mr. Rhoades. I can identify 
his handwriting. 

Mr. DeWunp. So that he registered Mr. Woodring in and that was 
at Mr. Grunewald’s instruction ? 

Mr. Miter. That is correct. 

Mr. Curtis. Was that the first date that they became residents of 
your hotel ? 

Mr. Minter. That is correct; that is, permanent residents. 

Mr. DeWrnp. Prior to that time, to your knowledge, had Mr. 
Grunewald stayed on various occasions for short periods at the hotel ? 

Mr. Mitxer. I didn’t know him, so I am not familiar with it. 

Mr. DeWinv. The hotel records indicate registrations in his name 
back as far as December of 1947, but they appear to have been short 
periods and not on a permanent basis. This is the first permanent 
registration that you know of ¢ 

Mr. Miuuer. And is the first time that the name of Mr. Grunewald 
had been brought to my attention. 
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Mr. DeWrnp. Was $20 a day a special rate on that suite? 

Mr. Mitier. No; it was the permanent rate. The transient rate 
at that time, I believe, was $22. 

Mr. DeWinp. Prior to November 22, 1948, was Mr. Daniel A. Bolich 
registered as a permanent guest in the hotel ? 

Mr. Mitter. I cannot remember that far back. However, I can 
verify it in the records that you have and tell from them. 

Mr. DeWinp. I have here photostatic copies of a number of in 
voices, the first one of which is No. 57781, with the opening date of 
September 8, 1948, in the name of D. A. Bolich, room 511. 

Mr. Mintzer. Do you have the registration card on that? 

Mr. DeWrnp. Here is a photostatic copy of a registration blank, 
No. 25264, dated September 7, 1948. 

Mr. Miuier. Folio No. 25264, Mr. Daniel A. Bolich’s registration for 
room 511, is carried as an M. and I., which we term “M: il and Infor 
mation.” 

Mr. DeWinp. What is the significance of a mail-and-information 
registration ¢ 

Mr. Mutier. If there is an occupant in the room, or where the full 
rate is carried, and someone else comes in for, perhaps, mail or for 
information or even to occupy the quarters, there is no additional 
charge. Now, it appears on September 7, 1948, that Mr. Bolich was 
a guest of someone. 

Mr. DeWinp. That is on September 7? 

Mr. Mitter. That is correct. 

Mr. DeWinp. Do those bills that you have there start on Septem- 
ber 8? 

Mr. Miiier. They start on September 8. 

Mr. DeWinp. Would that indicate that Mr. Bolich was a guest or a 
noncharge patron of the hotel on September 7, and then he occupied 
room 511 on a paying basis beginning September 8 ¢ 

Mr. Minter. He was not a guest of the hotel. 

Mr. DeWrnp. He was not a guest at the hotel ? 

Mr. Mixer. That is correct. 

Mr. DeWinp. He was a guest of somebody staying in the hotel ? 

Mr. Muer. That is correct. This is shghtly confusing. On all 
registration cards the number of the folio is applied to the registration 
card. This is dated the 7th, his original registration is September 
7, 1948, on registration No. 25264, and it refers to folio No. 57781, 
which is the first one you have photostated here, but there is no record 
on the 7th of M. and I. 

Mr. DeWinp. In any event, you can say that beginning on Septem- 
ber 8, 1948, Mr. Bolich became a paying patron of the hotel and at 
what rate, Mr. Miller? 

Mr. Mituer. At the daily rate of $6.50 in room No. 511. 

Mr. DeWtnp. Can you tell from those records how long he occu- 
pied room 511? 

Mr. Mitzier. Yes, sir; one moment. 

Mr. DeWrnp. Can you confirm that it continued until October 19 
or October 22? 

Mr. Mitier. Mr. Bolich remained in room 511 until October 19, 
1948, 

Mr. DeWinp. On that date what happened ? 
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Mr. Mutzer. He transferred to room No. 851 at the rate of $10, 
which apparently represents double occupancy. 

Mr. DeWinp. Can you say whether on October 22 the rate was 
reduced to $6.50 ¢ 

Mr. Mutter. That is correct. 

Mr. DeWinp. As I see it, he started out on September 8, at $6.50, 
on October 19 he moved to a new room, but in 3 days the rate on that 
was reduced from $10 to $6.50. 

Mr. Mitzer. That is correct. It indicates that one occupant de- 
parted or checked out. 

Mr. Kean. There were two occupants for 2 or 3 days? 

Mr. Miuzer. For 3 days; yes, sir. 

Mr. DeWinpv. Can you say how long he continued to occupy room 
851? 

Mr. Mituer. On this 851 for the dates of October 19, 20, and 21 of 
1948, the total rate was $30. There was no sales tax prevailing at that 
time. On October 21 a cash credit of $30 appears. 

Mr. DeWrnp. Indicating that on that date cash was paid for the 

Mr. Mintzer. For the 3 days only, which is an unusual procedure, 
because he normally paid it by the week or month, or something of that 
nature. 

Mr. DeWinp. I gather that you have no explanation for just what 
happened there or who occupied the room with him ¢ 

Mr. Mitier. No, I am sorry; there is nothing to substantiate that. 

Mr. DeWinxp. On October 22 it went back to single occupancy at 
$6.50? 

Mr. Mriiurr. That is correct. 

Mr. DeWinp. And how long did that continue? 

Mr. Minier. Until November 22, 1948. 

Mr. DeWrinv. What happened on November 22? Is there a transfer 
toa new room ¢ 

Mr. Mirzer. On November 22, 1948, Mr. and Mrs. D. A. Bolich, on 
folio No. 67262, were transferred from room 851 to suite 319, 20, and 21 
onan M. and I. 

Mr. DeWinp. That is just for mail-and-information purposes ? 

Mr. Miuuer. Mail and information: that is correct. 

Mr. DeWtnp. That is the same suite and the same day that Harry 
Woodring moved into 319, 20, and 21? 

Mr. Murer. That is correct; the dates correspond. 

Mr. DeWrxp. On the billing subsequent to November 22, 1948, in- 
sofar as they relate to Mr. Bolich, was there any charge made for room 
rent ¢ 

Mr. Mitier. May I have just a moment, please? 

Mr. DeWrnp. Surely. 

Chairman Kine. The committee will recess to afford the members 
in opportunity to answer the roll call, and will take up immediately 
following. 

(Thereupon, a short recess was had.) 

Chairman Kina. Let us resume, please. 

Mr. DeWrinp. Mr. Miller, starting then from November 22, Mr. 
Bolich was registered in suite 319-20-21, but was he billed for any of 
rent in that room ? 

Mr. Mitzer. From folios I have before me, photostatic copies of the 

hos running from November 19, 1948, through June 22, 1949. as we 
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have previously mentioned, on November 22, 1948, Mr. Bolich tra: 
ferred from room 851 to suite 319-20-21. The last folio I have her 
is on June 22, 1949. During that time there were no room charg 
He was carried, as we term, M. and I. There are incidental charges 
restaurant, laundry, valet, telephone, et cetera. 

Mr. DeWrnp. Do those charges run regularly through the peri 
the valet, restaurant, and other miscellaneous charges! 

Mr. Miiier. There are some omissions. 

Mr. DeWinp. Through June 22, 1949, there are regularly s 
entries, though ? 

Mr. Mixer. Oh, yes; that is correct. 

Mr. DeWrnp. During that period the suite was billed in the na: 
of Harry Woodring at $20 a day? 

Mr. Miuter. I don’t have Mr. Woodring’s folios. I can’t verify 
here. 

Mr. DeWinp. He was registered at the rate of $20 on the origina! 
registration ? 

Mr. Mitier. That is correct, sir. 

Mr. DeW inp. At the time that Mr. Woodring was registered in by 
Mr. Grunewald, was Mr. Woodring identified to you in any way? 

Mr. Minier. Mr. Woodring? 

Mr. DeWrnp. Yes, Harry Woodring. Were you told who he was? 

Mr. Mutter. I was told that he was a former Government official or 
Cabinet member, I believe it was; that is Mr. Woodring you are speak 
ing of ? 

Mr. DeWrnp. That is correct. 

Mr. Minter. That is correct. That is by the late Mr. Rhoades. 

Mr. DeWinp. That is, you were told he had been a Cabinet officer? 

Mr. Miter. That is right. 

Mr. DeWrnp. Were you told that he had been formerly Secretary 
of War? 

Mr. Muuxer. I don’t recall sir, whether that was mentioned or not, 
but he was identified as a former high Government official or Cabinet 
member. 

Mr. DeWinp. Former high Government official or Cabinet officer ? 

Mr. Mituer. That is correct. 

Mr. DeWrnp. You have reached June 22 of 1949. What happened 
on June 22, 1949? 

Mr. Miutzer. There are no folios on Mr. Bolich here from June 22, 
1949, until June 22,1950. There is a lapse of 1 year there. 

Mr. DeWinp. That gap is the matter that will be explained by Mr 
Harding ?/ 

Mr. Mrtier. That is what I understand; yes. 

Mr. DeWrnp. In this period from June of 1949 to June of 1950, 
your own knowledge, did Mr. Bolich continue to occupy suite 319-2) 
21% 

Mr. Mruurr. I can say that I am positive that Mr. Bolich was in 
suite 319-20-21 or suite 419-20-21 actually until he moved to room 
404. I know there was a transfer from 419 to 404. That is vivid in 
my memory. 

Mr. DeWrxp. When did the transfer to room 419 from room 319 
occur? You have it 319-20-21 suite. 


Mr. Miuier. May I see Mr. Woodring’s file, please ? 
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Mr. DeWrnp. Surely. I have divided this. I think the folio you 
need to identify is the one on top. 

Mr. Miiier. Mr. Woodring was transferred from suite 319-20-21— 
on folio 6176—to suite 419-20-21 on October 25, 1949. 

Mr. DeWrnp. Do you recall, at that time was that transfer made at 
Mr. Grunewald’s request ? 

Mr. Mixxer. It was. 

Mr. DeWrnp. Mr. Grunewald desired to have a different suite ? 

Mr. Mixxer. In 1949, we had a rehabilitation program in progress. 
We had to take it in sections. We started out with the fourth and 
fifth floors. It was begun in June or July—I think it was probably 
late June of 1949, and those two floors were completed around Septem- 
ber of that year. Of course, there were all new furnishings and so 
forth. Mr. Grunewald requested through the late Mr. Rhoades a 
transfer from 319-20-21 to 419-20-21. 

Mr. DeWrnp. So while the suite was registered in the name of 
Woodring and was occupied at least by Mr. Bolich and possibly by 
Mr. Woodring, although that has not been established yet, it was 
Grunewald who came and asked for the change ¢ 

Mr. Mitxier. He cameto Mr. Rhoades. He did not come to me. 

Mr. DeWrnp. That was 419-20-21 that was occupied in the name 
of Harry Woodring from October 25, 1949, to June 22 of 1950; is that 
correct ¢ 

Mr. Mitzer. Would you mind repeating that ? 

Mr. DeWinp. The rooms 419-20-21 were occupied in Mr. Wood- 
ring’s name from October 25, 1949, until June 22, 1950; is that right ? 

Mr. Mriuxer. I do not have the record. I can verify it from your 
records. 

Mr. DeWrnp. I think you may find the records show that on June 1, 
1950, room 419 was dropped. 

Mr. Mixxer. Do you want to complete the other question first ? 

Mr. DeWrnp. All right. 

Mr. Mixture. The last folio I find here is No. 51561. It shows a 
transfer on October 25, 1950. 

Mr. DeWrnp. All right: transfer from what? 

Mr. Miixer. It is not a city ledger transfer. 

Mr. DeWrnp. That is the last entry you have showing Mr. Wood 
ring’s name on 419—20-21: is that right, October of 1950? 

Mr. Mrixer. On the records that you have here, that is correct. 

Mr. DeWrnp. Would you look back at June 1, 1950? 

Mr. Mruiter. All right, sir. 

Mr. DeWinp. Do you find on that date that room 419 was dropped 
from the suite in Mr. Wooding’s name / 

Mr. Mirier. That is correct, folio 33746. 

Mr. DeW rnp. Do you recall the circumstances under which room 
119 was released ? 

Mr. Mirzer. Mr. Rhoades came to me—it must have been in May 
of this year, late May of 1950—and stated that Mr. Bolich wanted to 
move out of that suite into separate quarters. As I recall, they wanted 
to release 419 and take another room on that floor. He was assigned 
to 404 to the best of my knowledge and recollection. 

Mr. DeWinxp. What adjustment did you make on the price of the 
suite when 419 was released ? 
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Mr. Miuier. As the records will indicate, there was a reduction « 
$4 when 419 was removed. That appears on the same folio, 35746, 

Mr. DeWinp. That is from $20 to $16 a day? 

Mr. Mituer. That is correct. 

Mr. DeWrnpv. When Mr. Bolich first occupied room 404, what wo» 
the price that he was charged for that room, Mr. Miller? I think th 
first record you have there is June 22, 1950. 

Mr. Miter. That is the first folio here that we have on 404. Tha 
is 36767. 

Mr. DeWinp. Yes. 

Mr. Mitzer. But I know when Mr. Bolich moved from the suite. 
suite 419-20-21, that he was transferred to room 404. 

Mr. DeWrnv. And what rate was he charged on that ? 

Mr. Mitter. In the group it was the same rate, $20 a day. It wa 
$4 taken from the suite, reduced from 20 to 16, and $4 was placed on 
Mr. Bolich’s account. 

Mr. DeWinp. That $4 for room 404 was not the regular rate, is that 
right ? 

Mr. Miuier. No, sir. 

Mr. DeWinp. Was it about half the regular rate, more or less / 

Mr. Miter. I believe the single rate was $8.50 at that time or 
room 404. 

Mr. DeWinp. He was only charged $4, which corresponded to thi 
$4 reduction in the suite? 

Mr. Mirzer. That is correct. 

Mr. DeWrnp. I understand you to say that from June 22, 1949, to 
June 22, 1950, the records are not there for Mr. Bolich’s rooms. 

Mr. Muaer. That is right. 

Mr. DeWtnp. So on June 22. 1950, according to these records. vo 
find Mr. Bolich is in room 404 at the rate of $4 a day‘ 

Mr. Minter. On June 22 there is a rate differential here. He was 
charged $5. There is no explanation for it. On the 25d it was re 
duced to $4. 

Mr. DeWrnp. I think that that record shows that on June 22 | 
occupied a different room for 1 day. 

Mr. Miiuer. No. 

Mr. DeWrnp. It is 404? 

Mr. Mituer. Yes. 

Mr. DeWinp. It was $5 for 1 day there, and then $4? 

Mr. Mirtuier. That is correct. 

Mr. DeW np. The suite price was reduced from $20 to $16, that 
the 419, 420. and 421 suite was reduced to $16 on June 1? 

Mr. Miuier. That was one room released from the suite. 

Mr. DeWrnp. 420 and 421 were left at $16? 

Mr. Mitzer. That is correct. It was reduced from a three-room 
suite to a two-room suite. 

Mr. DeWrnp. On June 22, was there another room added to that 
group again ¢ 

Mr. Mitxier. On June 22 of 1950? 

Mr. DeWrnp. Yes. 

Mr. Mitier. That is correct, according to folio 35811. 

Mr. DeWrnp. Was it room 418 that was added ? 

Mr. Miniter. Room 418. 
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Mr. DeW inp. 418 was billed all together with those ¢ 

Mr. Mitzer. That is right. 

Mr. DeWinv. Who was registered in room 418 on that date ? 

Mr. Miuter. I do not know, sir. Do you have the records? 

Mr. DeWrnp. I have a registration card here dated June 21, 1949, 
in the name of C. F. Routzahn, Mansfield, Ohio. Let me show that 
to you. 

Mr. Mixer. This is 1949. 

Mr. DeWrnp. I am sorry. Here is a registration card dated June 
91, 1950, in the name of C. F. Routzahn. 

Mr. Mitzer. This registration No. 182608 on Mr. C. F. Routzahn 
carries the daily rate of $8 for 418. There is a notation on the bottom 
of this folio to “See 419, 420, 421.” Itis what we term a cross reference. 

Mr. DeWinp. On that date, did the price on 420 and 421 go up? 

Mr. Mitier. No, sir; not on June 21. 

Mr. DeWinp. Does it go up on June 22? 

Mr. Mrixer. That is correct. 

Mr. DeWinp. To what, to $20 again? 

Mr. Mirzer. To $20. 

Mr. DeWrnp. And a day or so later does it go to $24? 

Mr. Minter. Yes. 

Mr. DeWinp. That is 418, 420, 421 is now $24 a day, beginning 
on June 23 or June 24? 

Mr. Miuier. June 23 it went to $24 for 418, 20, and 21. 

Mr. DeWixp. Do you know how Mr. Routzahn came to be registered 
into that suite? 

Mr. Minurer. No, sir: I don’t know the gentleman. 

Mr. DeWinv. You have no recollection of any arrangements hav- 
ing been made to add another person to the suite 

Mr. Mitier. None whatsoever: no, sir. 

Mr Dr WINp. Can you say how long Mr. Bolich continued to occupy 
room 404 ¢ 

Mr. Mirtuer. The first record we have on Mr. Bolich in No. 404 
appears on folio No. 36767 under date of June 22, 1950. 

Mr. DeWinpb. How long did that continue ? 

Mr. Mitzter. He remained in 404; according to these records. until 
October 20, 1950, at which time he transferred to room 609. That 
ison folio 50495. 

Mr. DeWinv. What was the price of that room? 

Mr. Mier. $5. That is also a special concession. 

Mr. DeWrnp. That is for a double occupancy ¢ 

Mr. Mrixzer. No: that is single. 

Mr. DeWrnp. On or about that same date, October 20, 1950. did 
not Mr. Routzahn register for that same room, 609? Here is a 
registration card dated October 19, 1950. It is marked “room 301. 
$9.90," and at the bottom it says, “Reg. by Bolich, 404.” 

Mr. Mu LER. *Reo. by Bolich, 104" would be the hotel clerk’s nota 
tion meaning that Mr. Routzahn was registered in by Mr. Bolich 
that is, Mr. Bolich signed Mr. Routzahn’s name to the registration 
card That was on October 19, 1950—folio No. 195774. He was a 
siened to room 301 at $9.90. That was the recular rate on that at 
that time. 
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Mr. DeWinp. Do your billing records indicate that he mov, 
from there to room 609 ¢ 

Mr. Mituer. Yes. 

Mr. DeWunp. And that is the room that Mr. Bolich was registered 
in ¢ 

Mr. Mitxer. That is correct. 

Mr. DeWinp. Can you establish from those records that Mr. Ro 
zahn continued to be registered in that room until April 12, 195 

Mr. Mitier. He was transferred from room 301 to room 609 
October 20, 1950. 

Mr. DeWinp. The day after he registered. 

Mr. Miuxier. The day after his registration. 

Mr. DeWinp. That was the very same day that Mr. Bolich was 
transferred to that room. Is it a fact that the records indicate that 
Routzahn occupied the room until April 12, 19514 

Mr. Minier. On folio 73289, he checked out April 12, 1951. 

Mr. DeWinp. During that period Mr. Bolich was also registered 
in that room; is that correct ¢ 

Mr. Mitier. Mr. Bolich remained in room 609 until April 12, 1951, 
as sup ported Lb 'V folio T3288. 

Mr. DeW inp. You have said that Mr. Bolich was paying $5 a day 
forthe room. What did Routzahn pay / 

Mr. Mitier. 36. 

Mr. DeWinpv. That is $11 for double occupancy / 

Mr. Mutter. That is correct. 

Mr. DeWrnp. Is that a special rate on the room or is that the 
ordinary rate ¢ 

Mr. Miter. Yes; that is slightly under the transient rate. The 
transient rate on this room in April 1951 was $13. 

Mr. DeWrnp. Is it true that on April 12, 1951, both Mr. Bolich and 
Mr. Routzahn were transferred in their registration to reom 647‘ 

Mr. Minter. I have Mr. Bolich’s folio before me here; that is 
73288. It indicates that he also took room 647 on April 12, 1951.. Cor 
rection, that is April 11, 1951; that is 647 and 609; 609 was released 
on April 12, 1951, but he retained 647 until April 30, 1951. 

Mr. DeWinpv. Then, on April 30, did Mr. Bolich check out finally ’ 
Was that the end of his permanent registration ¢ 

Mr. Miuier. As farasIcantell. Thisison folio 75067. It appears 
he checked out on April 30, 1951. 

Mr. DeWinp. How about Mr. Routzahn; was he registered to Ap: 
1, 1951, or did he check out on that date? 

Mr. Mitxer. Mr. Routzahn checked out on April 12, 1951, folio 732s 
room 609. 

Mr. DeWinp. April 12, 1951? 

Mr. Mitxer. That is correct. 

Mr. DeWrnp. You cannot say of your own mnowledge whethe 
during this period Mr. Routzahn actu: lly occupied that room ; can you ‘ 

Mr. Miter. No; I have no knowledge. 

Mr. DeWinp. It is just that he was registered there. 

Mr. Mitxer. That is correct. 

Mr. DeWinp. Can you say that during that period Mr. Bolich wa: 
in the hotel regularly ? 

Mr. Mixter. No; I have never met Mr. Bolich. I don’t know hin 
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Mr. DeWrnpv. On Mr. Routzahn’s bill, are there any bills for inci- 
dental items during that period, such as valet, restaurant, and so 
forth ? 

Mr. Mixer. No; it appears to be all room charges. 

Mr. DeWrnp. Just room charges, and no other expense, incidental 
expenses, of any kind? 

Mr. Miuuer. Sales tax. There is one telephone charge here that is 
incidental. I think it was a 10-cent charge. 

Mr. DeWrnp. So they are just very minor items for him? 

Mr. Miter. That is the only charge, that telephone call. 

Mr. DeWrnp. In the case of Mr. Bolich, are there regular incidental 
charges for valet and such incidental charges? 

Mr. Mrurer. Let me check that, sir. You are referring to 609 
occupany ¢ 

Mr. DeWinp. Yes. I think we established that there were such inci- 
dental charges on the other suite. 

Mr. Miter. The incidental charges on Mr. Bolich’s folio, 609, 
appear frequently except from October 31, 1950, until November 19, 
1950, when there were no charges except for room. There is a period 
there when there were no charges. 

Mr. DeWrnp. During the balance of the time there were regular 
incidental charges ? 

Mr. Miter. Then they started again. Then there is another period 
here of March 23, 1951, until March 29, 1951, where there was nothing 
but the straight room charge. That occurred again on March 30, 1951, 
and there was not another incidental charge until April 11, 1951; 
just the room charges appear. 

Mr. DeWinp. That would tend to indicate, although not conclu- 
sively, that for most of this period Mr. Routzahn was not actually in 
occupancy, but that Mr. Bolich was. Is that a correct statement, do 
you think? 

Mr. Mrrrer. Yes. Here is another period where he had 647 that we 
have previously mentioned. On folio 75067, from April 12 until he 
checked out on April 29, 1951, there were no incidental charges. But, 
generally speaking, on these incidental charges you will find “long 
distance,” “valet,” “restaurant charge.” So, it appears that Mr. 
Bolich did occupy the room himself during the major portion of the 
time, unless someone was put in there with his approval. 

Mr. DeWinp. Mr. Chairman, at this point may I state that a mem- 
randum of December 31, 1951, from Special Agent of the Bureau of 
Internal Revenue Gilbert Healy and from Special Agent William F. 
McCarthy, states that an examination of Mr. Grunewald’s records 
discloses payments made to the Washington Hotel during 1950 in 
onnection with the hotel bills on suite 419-20-21, as follows: 

On January 3, 1950, Mr. Grunewald paid $621.50. That was the 
mount of the bill at that date. On February 2, 1950, $627.50. On 
March 24, 1950, $1,000. On May 1, 1950, $617.67. On June 2, 1950, 
S761.08. On July 6, 1950, $702.71. On August 1, 1950, $769.50. On 
September 8. 1950, $1,083.52. On October 5. 1950, $671.07. On No 
ember 2, 1950, $711.08. On December 1, 1950, $665.53. All of those 
amounts correspond to billing amounts on the hotel bills of the 
Washington Hotel for that suite. 

Mr. Miller, is there any evidence from your records during the 
period from June 22, 1949, to June 22, 1950, when the records are 
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missing for that suite, that Mr. Bolich occupied any other room 
the hotel ? 

Mr. Mitier. Not from what I have been able to find here amo 
these folios. 

Mr. DeWinp. Mr. Chairman, may I state that a search by the st 
of the subcommittee has failed to reveal any other room in Mr. Bolic! 
name during that period. 

Chairman Kine. The period when / 

Mr. DeWinpv. From June 22, 1949, to June 22, 1950, during wh 
there are no records in Mr. Bolich’s name in connection with this suit: 
It is during that period that Mr. Miller has testified that he is si 
that Mr. Bolich did occupy space in the hotel. 

When the suite was taken out of Mr. Woodring’s name—that 
$19-20-21—in whose name was it registered after that ? 

Mr. Miter. May I see those records, please ¢ 

Mr. DeWinpb. What is your last entry there? You have room 4 
20-21 to October 1950. , ' 

Mr. Miniter. October 25. 

Mr. DeWinp. 1950. Let me show you these records. Does this 
invoice on top show that on October 25, 1950, the suite was registered 
in the name of Henry W. Grunewald ? 

Mr. Mitxier. Under date of October 25, 1950, the suite was carried 
under the name of Mr. H. Woodring, folio 51561. There was a ba! 
ance due of $587.78 on that folio, transferred to folio No, 52452 under 
the name of Henry Grunewald. 

Mr. DeWinp. So, the outstanding balance on October 25, 1950, was 
transferred to Mr. Grunewald’s account, and the suite was changed to 
his name on that date ? 

Mr. Mitier. That is correct. The change was made under date of 
October 25, 1950. 

Mr. DeWrnp. Do those records show that Mr. Grunewald continued 
to have that suite registered in his name until August of 1951? 

Mr. Mitier. Let me take a moment. I am sorry to take time or 
this, but I do want to be accurate. 

Mr. DeWrinp. Of course. 

Mr. Mitier. As we have previously mentioned, suite 419-20-21 was 
transferred to Mr. Henry Grunewald under date of October 25, 1950, 
on folio 52452. You have all of his folios here, the original ones, 
running through to October 25, 1951, which date the suite was released 
That is on folio 93,449. 

Mr. DeWinp. So far as you know, is that the last time that Mr. 
Grunewald has occupied a suite at the Hotel Washington ? 

Mr. Mruter. As far as I know; yes. 

Mr. DeWinp. October 25, 1951, did you say ? 

Mr. Mitier. Did I say October? 

Mr. DeWinp. I thought you said October. 

Mr. Miuier. Correction; it is August 25, 1951. 

Mr. DeWrnp. August 25, 1951? 

Mr. Miutzer. That is correct. 

Mr. DeWinv. Then in summary, Mr. Miller. to recapitulate what 
you said, as I understand it, the records indicate that Mr. Bolich 
occupied space in room 319-20-21 starting November 22, 1948, until 
October 25, 1949. On October 25, 1949, the room was changed | 
419-20-21, still in Mr. Woodring’s name, and Mr. Bolich continued 
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to occupy that space until sometime in June of 1950, when he moved 
out of the suite and took a separate space in accordance with the 
arrangement you mentioned, starting with room 404 from June of 
1950 until October of 1950, when he moved into room 609, with Mr. 
Routzahn, staying in room 609 registered with Mr. Routzahn. Is that 
how you recall the sequence of events from your testimony here ¢ 

Mr. Mitier. I have reported all dates from the folios. 1 can’t 
remember them all; I am sorry. But they are in the record. 

Mr. DeWinpv. During the period of the occupancy of the suite 319 
290-21 and 419-20-21, there were no room charges made to Mr. Bolich 
on the bills, just the incidental expenses ¢ 

Mr. Mituer. May I have just one moment to verify that? The 
dates you are interested in are June 22, 1949, to June 22, 1950; is that 
right ¢ 

Mr. DeWinpb. Those are the dates for which the records are missing. 

Mr. Mitter. This won’t take but a moment. 

Mr. DeWinp. Perhaps it is not worth asking you to make this 
summary. 

Mr. Miter. I will say this: The full rate appeared on the suite 
under Woodring. There was no other charge. 

Mr. DeWinp. Yes; that appeared the entire period under Wood 
ring, which would strongly indicate that. even though the records are 
missing for the June 1949 to June 1950 period, there was no room 
billed for Mr. Bolich. 

Mr. Miurer. Just offhand, I have October 1949, and the full rate 
is being carried on Mr. Woodring’s suite at that time. 

Mr. DeWinp. Thank you, Mr. Miller. I have no further questions. 

Chairman Kine. The committee wishes to thank you, Mr. Miller, 
and appreciates the time and information you have given to it. I hope 
we have not inconvenienced you too much. 

Mr. Mitier. Thank you, Mr. Chairman. 

Chairman Kine. Mr. Harding, please. Will you be sworn, Mr. 
Harding, please? Do you solemnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Harpine. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF EVERETT H. HARDING, ASSISTANT MANAGER OF 
THE HOTEL WASHINGTON, WASHINGTON, D. C. 


Mr. DeWrxp. What is your full name? 

Mr. Harpinc. Everett H. Harding. 

Mr. DeWinp. Are you the assistant manager of the Hotel Washing 
ton ¢ 

Mr. Harprnea. Yes, sir. 

Mr. DeWrinxp. How long have you held that position ? 

Mr. Harpinc. I don’t recall the exact date, but it has been approx! 
mately 6 years. 

Mr. DeWrinpv. Do you know Mr. Grunewald? 

Mr. Harprnea. Yes, sir. 

Mr. DeWrxp. How did you meet Mr. Grunewald? Was it through 
Mr. Rhoades? 
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Mr. Harprne. No, sir. I knew Mr. Grunewald as a guest. I reca 
his coming to the hotel back, I guess, 15 years ago. 

Mr. DeWrnp. Was he better known to Mr. Rhoades than to you? 

Mr. Harprna. Yes, sir. 

Mr. DeWinpv. Was it Mr. Rhoades who was responsible for bring 
ing Mr. Grunewald into the hotel on the permanent registration basis / 

Mr. Harprna. Yes, sir. 

Mr. DeW inp. At the time that the permanent registration was first 
made in November 1948, in the name of Mr. Woodring, was it Mr. 
Rhoades who also brought Mr. Woodring into the hotel ! 

Mr. Harprnea. Yes, sir, it was through Mr. Rhoades that he came 
there. 

Mr. DeWinp. Mr. Miller testified, I believe, that Mr. Rhoades died 
in September of 1951? 

Mr. Harpine. September 16, I think it was. Sunday morning. 

Mr. DeWinp. Do you know, Mr. Daniel A. Bolich? 

Mr. Harprne. Yes, sir. 

Mr. DeWtnp. How did you first meet Mr. Bolich ? 

Mr. Harpine. When he came to live in the hotel. 

Mr. DeWinp. That is in September of 1948. 

Mr. Harprne. I don’t know the exact date. 

Mr. DeWrnp. That is when he first came in. He moved into thie 
Woodring suite according to the records in November of 1948. Had 
you met him prior to that time? 

Mr. Harpina. No, sir. 

Mr. DeWrnpv. Who introduced you to Mr. Bolich, do you recall / 

Mr. Harprne. I don’t recall anyone introducing him to me. I just 
knew him as a guest there, like you get to know anyone. 

Mr. DeWrnp. Did Mr. Rhoades know Mr. Bolich, too? 

Mr. Harprne. Yes, sir. 

Mr. DeWtnp. Was Mr. Rhoades responsible for bringing Mr. 
Bolich into the hotel, do you know ? 

Mr. Harprine. Yes, sir, it was through Mr. Rhoades that Mr. Bolich 
came there. 

Mr. DeWrnp. Mr. Miller has testified that the records of the charges 
made to Mr. Bolich during the period from June 22, 1949, to June - 
1950, are missing. Do you have any information concerning thy 
manner in which those records may have become misplaced ¢ 

Mr. Harpine. Yes, sir. Mr. Bolich came to me and asked me | 
get his records for approximately a year back, that he wished 
review them. 

Mr. DeWrnp. Can you remember when Mr. Bolich made t! 
request ? 

Mr. Harpine. No, sir. It has been a long time ago. I don’t kn 
just how long. 

Mr. DeWinp. If he requested the records for about 
was that a request for about a year back from the time 
request ¢ 

Mr. Harpine. Yes, sir, approximately a year back. 

Mr. DeWrnp. It may have been in June of 1950 or therea 
that he made that request ? 

Mr. Harvie. It could have been. I don’t recall, sir. 

Mr. DeWrnp. Did Mr. Bolich give you any reason why he wanted 
to get the records of the charges made against him ? 
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Mr. Harpine. No, sir. he never did. 

Mr. DeWrnv. What did you do about Mr. Bolich’s request ? 

Mr. Harprne. I got the records for him and gave them to him 
myself. 

Mr. DeWinv. Do you know how long it took to collect these records 
for a year? 

Mr. Harprne. I know it was several weeks before I got the records, 
hefore I had time to get them. 

Mr. DeWrnp. This is probably somewhere between the end of 
June 1950 and the end of October, sometime in that period, that you 
must have collected these records. 

Mr. Harptne. It could have been, sir. I don’t know. I don't 
recall the date. 

Mr. DeWrnp. When you had all the records collected covering the 
period from June 22, 1949, to June 22, 1950, what did you do with 
them ¢ 

Mr. Harpine. I brought them down to my office, placed them in 
my desk, and the next time I saw Mr. Bolich—I don’t recall just 
how long the period was—I told him that I had the reports in my 
desk, and he said. “Well, all right, I will pick them up some time.” 

Mr. DeWrnp. Did he pick them up? 

Mr. Harprne. Yes, sir, after quite some time. I guess they laid 
in my desk at least a month or perhaps more. Finally, I noticed 
that one day I had forgotten they were even there—I called Mr. 
Bolich in his room by telephone and told him that if he wished to 
review those records they were there and he could pick them up, if not, 
I was going to return them to the file. 

Mr. Dre WInp. Did Mr. Bolich after that come and pick up the 
records ? 

Mr. Harprne. Yes, sir. I don’t know how long it was. <A period 
of several days, I guess, elapsed before he picked them up. 

Mr. DeWrnp. You cannot establish definitely the time he came to 
get those records from you? 

Mr. HArpina. No, sir, I don’t know exactly. 

Mr. DeWrnp. Can you say this: Was he still registered in the hotel 
asa permanent guest at the time he picked up the records ? 

Mr. Harpine. Yes, sir: he was registered in the hotel at the time. 

Mr. DeWinxp. Which would indicate that it was some time prior to 
April 30, 1951, when he moved out of the hotel ? 

Mr. Harprne. I don’t recall the date. 

Mr. DeWrnp. But you are sure it was while he was permanently 
registered ? 

Mr. Harnvinea. It was while he was there: ves, sir. 

Mr. DeWinp. Where were you when Mr. Bolich came to get those 
records? 

Mr. Harvine. As I recall, I was in the lobby. 

Mr. DeWinp. Could you recall what happened to the best of you 
recollection ? 

Mr. Harprne. Mr. Bolich approached me and asked me if I could 
get him his records for approximately a year back from that date. 

Mr. DeWrnp. On the occasion when he came to pick up the records 
some months later, where were vou then? Were vou in your office? 

Mr. Harprne. I was in my office: ves. sir. Mr. Bolich came into the 
office, and I handed him the records when he asked for them. 
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Mr. DeWinv. Do you remember any of the details of that meeting 
What was Mr. Bolich wearing? 

Mr. Harpine. Sir? 

Mr. DeWinv. What was Mr. Bolich wearing? Did he have a |} 
and coat on? 

Mr. Harpvina. Yes, sir, as I recall he did have his hat and coat on. 

Mr. DeWinp. Did you know he was coming to your office or did 
he just appear ¢ 

Mr. Harpine. No, I did not. 

Mr. DeWinp. Where were the records when Mr. Bolich came to 
your office ? 

Mr. Harprne. In the right-hand desk drawer of my office. 

Mr. DeWinpv. So you opened the right-hand desk drawer and 
pulled out the records for a 1-year period and handed them to hin’ 

Mr. Harpine. Yes; that is right. 

Mr. DeWinp. Did you say anything about returning the records? 

Mr. Harprne. Yes, sir: at the time I told him that the records were 
important, they had to be back in our files. 

Mr. DeWrnv. Did you have any further conversation ? 

Mr. Harpinea. No, sir. 

Mr. DeWrinp. Did Mr. Bolich say that he would like to take the 
records to his room ? 

Mr. Harpina. No, sir, he did not. He didn’t say what he wanted 
them for; but I gave him the records, and he turned and left the 
office. 

Mr. DeWrnp. Is there anything unusual about letting a guest take 
your original records ? 

Mr. Harpine. Well, yes, it is unusual to do that. But in this case, 
a man of Mr. Bolich’s position, I didn’t hesitate at all. 

Mr. DeWinp. Ordinarily you would require a guest whom you 
did not know to sit down in your office ? 

Mr. Harpine. Yes, or we would mail them a copy if they requested 
it away from their home somewhere. 

Mr. DeWinp. In this case you gave him your original documents? 

Mr. Harptne. The original, yes. 

Mr. DeWinp. Did Mr. Bolich ever return these records for the 
year period to you? 

Mr. Harpinc. To my knowledge; no, sir. 

Mr. DeWinp. When did it come to your attention again that 
had not returned them? 

Mr. Harpinc. When, I believe it was Mr. Taylor and Mr. Riorda 

Mr. DeWinp. Of this subcommittee’s staff? 

Mr. Harpine. Yes, sir. 

Mr. DeWinp. Was that in December of 1951? 

Mr. Harpine. Yes, sir. 

Mr. DeWinpv. Up until that time you had never thought of the 
matter again; is that right? 

Mr. Harpine. I had not. I had completely forgotten them. 

Mr. DeWinp. You had never asked Mr. Bolich to return the records 
until that time? 

Mr. Harpine. No, sir. 

Mr. DeWinv. But you are quite sure that he had never returned 
the records to you? 

Mr. Harprna. Not to me: no, sir. 
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Mr. DeWinpv. Do you have any information that he returned them 
to anybody else ¢ 

Mr. Harpina. No, sir. 

Mr. DeWinpv. After Mr. Taylor and Mr. Riordan asked you for 
these records, and it was discovered that records for 1 year were miss- 

g, did you get in touch with Mr. Bolich about returning them ¢ 

Mr. Harptne. I wrote Mr. Bolich a letter to New York, asking him 
to return the records that I had given him. 

Mr. DeWinp. I believe you sent a copy of that to the committee : 
is that right, that is, a copy of your letter to Mr. Bolich¢ 

Mr. Harprne. Yes, sir; I believe you have a copy of it. 

Mr. DeWinp. Let me show you a copy of the letter and ask you if 
that is the letter you sent to Mr. Bolich? 

Mr. Harpine. Yes, sir. 

Mr. DeWinp. Will you just read that letter into the record? 

Mr. Harpine [reading]: 

Dear Mr. Botticn: Several months ago you requested me to obtain from our 
files your personal folios covering a period of approximately one year as you 
wished to review them 

When I turned these folios over to you, I reminded you of the importance of 
returning them for our permanent files; and it would be appreciated if you 
would let us have these at an early date. As a matter of fact, our records are 
now under subpena, which makes it imperative that we produce any records that 
may be required 

Mr. DeWinp. What is the rest of the letter? 

Mr. Harpine. “Cordially yours,” signed “Everett H. Harding, 
Assistant Manager, Hote] Washington.” 

Mr. DeWinp. On this copy that is marked, “Copy to the King 
committee, attention Mr. Walter Taylor, room 1039, New House Office 
Building, Washington, D. C.,” did that appear on the original or only 
on the copy! 

Mr. Harpine. No: I don't think it did. 

Mr. Dr WINp. It was not on the original that went to Mr. Bolich ? 

Mr. Harpine. No, sit 

Mr. DeWinp. After vou sent this letter on December 14, 1951, did 
vou hear from Mr. Bolich? 

Mr. Harpine. Mr. Bolich called me from New York—the date I 

‘t recall, sir—after he received that letter, and told me that he 

d not recall ever having received these folios. 

Mr. DeWinxp. Did you remind him of the circumstances ? 

Mr. Harprne. Yes, sir, I did. I reminded him that he had come 

my office and I had given them to him. 

Mr. DeWinp. Did you say anything to him to try to refresh his 
ecollection on the precise circumstances of how you delivered them 
to him, where he was? 

Mr. Harpine. Yes, sir, I did. Tsaid,“I recall you having your hat 

nd coat on when you entered the office.” I asked him if he didn’t 

call my giving them to him in my office. 

Mr. DeWinv. What did Mr. Bolich say to that? 

Mr. Harpine. He says, “I don’t remember a thing about it.” 

Mr. DeWrnp. Did he say what he was going to do about your 

itement that you had given those records to him ? 

Mr. Harpine. I don’t recall all he said, but I do remember his 
saving that he was going to have to answer that letter and deny 
that he had ever received the folios. 
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Mr. DeWinp. Did you receive any answer from Mr. Bolich? 

Mr. Harprne. No, sir, I did not. 

Mr. DeWinp. So although he said he would have to answer t| 
letter and deny he had received the records, you have not to date ey 
received a letter from him 

Mr. Harprine. No, sir. 

Mr. DeWrnp. Did Mr. Bolich ask you just what these recor 
covered that you told him he had received ¢ 

Mr. Harpinc. That I don’t recall, sir. I don’t recall his havi: 
asked me. 

Mr. DeWrinp. Did he ask you whether there were any otly 
records Y 

Mr. Harpine. No, sir, I don’t recall his asking me. 

Mr. DeWinpb. Did you mention to him that the rooms were in t! 
name of Mr. Woodring at the beginning of this period / 

Mr. Harpine. What rooms? 

Mr. DeWinp. The rooms for which he had received these bills wen 
registered in the name of Mr. Woodring; did you mention Mr. Wood 
ring to him? 

Mr. Harpinc. No, sir, I never said anything about Mr. Woodring 
that I know. 

Mr. DeWinpb. You are sure there was no discussion about his ha 
ing moved into the Woodring suite? 

Mr. Harprnec. You mean during his call to me? 

Mr. DeWinp. Yes, when you spoke to him ? 

Mr. Harpine. Yes, I do. I mentioned the fact to him that we had 
the records. In other words, during the conversation on the phon 
Mr. Bolich asked me if I had seen any other records. I said, “Oh, 
yes, there is quite a number.” I think I said that. I am not quits 
positive. And then I told him of this particular record that I had 
seen. 

Mr. DeWrnp. That is the record of his moving into the Woodring 
suite. 

Mr. Harpine. Yes, sir. 

Mr. DeWinv. What did Mr. Bolich say to that? 

Mr. Harprine. I don’t recall what he said to that. 

Mr. DeWrnp. Mr. Miller has testified that when this move occurred 
at the outset it was indicated that Mr. and Mrs. Bolich moved int: 
the Woodring suite. 

Mr. Harpinea. Yes. 

Mr. DeWrnp. Did Mr. Bolich make any reference to that when you 
spoke to him? 

Mr. Harpinea. I don’t recall, sir. I don’t know whether he did or 
not. I don’t remember. 

Mr. DeWinp. Do you recall, did he say anything about he and Mrs 
Bolich having desired the increased space that was available? 

Mr. Harpvine. Yes, I recall that now. He said, “I moved in there 
in order to take advantage” or words to that effect. “of the larger 
space.” 

Mr. DeWinp. Was anything said about who paid for the space 
that is, the larger space? 

Mr. Harprne. I don’t remember. 

Mr. DeWrnp. Did he mention Mr. Routzahn having shared spac: 
with him? 
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Mr. Harvine. No, sir. I knew Mr. Routzahn. I believe they called 
him J. Routzahn. He has been coming there for quite a number of 
vears as a guest of the hotel. 

Mr. DeWinpv. Did you know that he and Mr. Bolich had space 
reserved in the same room ¢ 

Mr. Harpvine. No, sir, not until after they moved in together and 
took over the room together. I didn’t even know they knew one 
another. 

Mr. DeWrnp. Did you in this conversation with Mr. Bolich in De- 
cember of 1951 have any discussion about Mr. Routzahn at all with 
him ¢ 

Mr. Harprne. I don’t recall, sir. 

Mr. DeWinp. Let me show you a document here, if I may, which 
purports to be a memorandum of your conversation with him and 
direct your attention to the middle of the page there and see if that 
refreshes your recollection at all on it. 

Mr. Harpvrne. Yes, sir, I do remember that. He stated that he 
had paid for his bills while there. 

Mr. DeWrnp. Mr. Bolich stated to you that he had paid his bills 
while in the suite? 

Mr. Harpinea. Yes, sir, that is what he told me on the phone. 

Mr. DeWrnp. Did he mention Mr. Routzahn now that you see 
this memorandum? Can you recall that? 

Mr. Harpine. I don’t remember that, sir. I can’t tell you. I don’t 
remember. 

Mr. DeWrnp. Is there a reference in this summary to Mr. Routzahn 
just after the piece you have just mentioned? ‘There are two lines 
further down there where there is a reference. 

Mr. Harpina. Yes, sir; I see that. 

Mr. DeWinpv. He mentioned about being here with Mr. Routzahn 
nll? 

Mr. Harpine. Yes, sir; I recall now. 

Mr. DEwIND. This document you are looking at is a copy of an orig- 
inal memorandum you made, is it? 

Mr. Harpinea. Yes, sir. 

Mr. DeWinp. What is the date on the memorandum ? 

Mr. Harpine. December 20, 1951. 

Mr. DeWrnp. Is that the day that you spoke to Mr. Bolich on the 
telephone ? 

Mr. Harpine. Yes, sir; that is the date. 

Mr. DeWinp. It starts out: 

At approximately 10:30 a. m. this date, Mr. Bolich called me at my home in 
Arlington, Va. 

Mr. Harpine. That is right, sir. 

Mr. DeWrxp. When did you make this memorandum ¢ 

Mr. Harpine. At home. 1 typed this off at home. 

Mr. DeWrinp. That was immediately or shortly after your conver 
sation with Mr. Bolich | 

Mr. Harvine. Yes, sir. 

Mr. Kran. How did he happen to eall you at your home ¢ 

Mr. Harpine. To ask me about this letter that I had written. 

Mr. Kean. Yes: but why at vour home? Why not at the hotel? 

Mr. Harpine. I don’t know. He might have tried to get me at the 
iotel. I don’t know. 
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Mr. Kean. That was 10: 30 in the morning. 

Mr. Harpine. At approximately 10:30 a. m., and I had not co; 
to work. 

Mr. Kean. Your job did not call for your being there in ¢ 
morning ¢ 

Mr. Harvinc. Not until 4 o'clock in the afternoon. 

Mr. Kean. So he might have called the hotel and the hetel mig 
have referred him to your home / 

Mr. Harpine. They might have done that; yes, sir. I don’t kno 

Mr. DeWrnp. Mr. Harding, are you absolutely certain that y 
delivered these records to Mr. Bolich yourself ? 

Mr. Harpinc. I am positive; yes, sir. 

Mr. DeWrnp. And are you absolutely certain that he never return 
them to you? 

Mr. Harpine. Absolutely. 

Mr. DeWinp. And are you equally certain that neither Mr. Rhoac 
or anyone else ever made any reference to their return to yo 
knowledge / 

Mr. Harpine. Not to me; no, sir. 

Mr. DeWinp. Are you familiar with the search that was made t 
find those records ¢ 
« Mr. Harpine. Yes, sir; a thorough search was made by yor 


memovers, 

Mr. DeWinp. That isall of the records of the hotel were made ava 
able for a complete search by representatives of the subcommittee 
staff ¢ 

Mr. Harpine. All records: yes, sir. 

Mr. DeWinp. Mr. Chairman, I might say that the most intensive 


search we could make failed to reveal any of these records for this 
missing period. 

In addition to that, Mr. Chairman, I am informed that special 
agents of the Bureau of Internal Revenue have conducted a separate 
search and have not been able to find any trace of these missing records 

Chairman Kine. In your conversations with Mr. Bolich at the time 
that he called you, when you had addressed the letter to him, he didn't 
state that he had returned them, did he, Mr. Harding / 

Mr. Harprnc. He said that he did not ever recall receiving those 
records, and that even if he had received them he knew he had not 
taken them to his room or out of the building, that it was possible that 
he could have glanced at them at the desk and left them on the desk. 
he couldn’t recall. 

Chairman Kine. Glancing at records of a hotel for continuous use 
of three rooms would be quite a project ? 

Mr. Harpina. Well 

Chairman Kine. You would not derive much by just glancing at 
them ? 

Mr. Harpina. I don’t know what he wanted them for, sir. 

Chairman Kine. You may be excused, Mr. Harding. 

Mr. Harvinc. Thank you very much. 

Chairman Kine. The committee appreciates your cooperation. 

Mr. Harpine. ‘Thank you very much. 

Chairman Kine. The committee will adjourn until 10: 30 tomorrow 
morning in this same room. 

(Thereupon at 4:40 p. m., a recess was taken until Tuesday, April 1, 
1952, at 10: 30 a. m.) 
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TUESDAY, APRIL 1, 1952 


House or RepresenTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
oF THE INTERNAL Revenvurt Laws 
OF THE CoMMITTEE ON Ways AND MEANs, 
Washington, D.C. 
Che subcommittee met at 10:30 a. m., pursuant to recess, in the 
caucus room, Old House Office Building, Hon. Cecil R. King (chairman 
of the subcommittee) presiding. 
Present: Representatives King, Kean, Curtis, and Byrnes. 
Also present: Adrian DeWind, chief counsel of the subcommittee, 
and Donald Schapiro, assistant counsel. 
Chairman Kine. The committee will come to order. 
Mr. Crouter, please. 
Do you solemnly swear that the testimony that you are about to give 
will be the truth, the whole truth and nothing but the truth, so help 
vou God? 


Mr. Croutrer. I do. 


TESTIMONY OF EARL C. CROUTER, ASSISTANT DISTRICT COUNSEL, 
PACIFIC DISTRICT OF APPELLATE STAFF, BUREAU OF INTERNAL 
REVENUE 


Mr. DeWinp. Will you please state your full name? 

Mr. Crourer. The name is Ear! C. Crouter. 

Mr. DeWinp. What is your position with the Bureau of Internal 
Revenue / 

Mr. Crovurer. I am presently assistant district counsel of what is 
known as the Pacific District of Appellate Staff. That is the former 
technical staff handling civil work before the Tax Court and admin 
istrative settlements of elvil cases. My post of duty is Los Angeles. 

Mr. DeWinpv. You are a part of the chief counsel’s office in Los 
Angeles? 

Mr. Crourer. That is correct. 

Mr. DeWinp. What is your present assignment? You have a spe- 

il assignment at this time, do you not? 

Mr. Crovurer. At this time and since November 7, 1951, I am under 
a temporary assignment by Commissioner Dunlap, the Commissioner 
of Internal Revenue, along with two other men, in what is known 
ust as a working title apparently—as the Special Board of Inquiry 
ind Review. This board is made up of the other two gentlemen, Mr. 
Thomas MePherson Davis, who is at the present time and for a number 
of years has been a special assistant to the chief counsel of the Bureau 
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of Internal Revenue at Washington, D. C.; the other member is C|, 
ton C. Marsh. He for a number of years has been special assistant 
the head of the Chicago Division of the technical staff, as it was pr: 
viously known. Now it is the Chicago district of the appellate staff 
He for a number of years prior to November 7, 1951, was located ai 
Chicago, Ill. 

Those are still the permanent posts of duty of those gentlemen, a) 
my regular post of duty is Los Angeles, Calif. 

“Mr. DeWrxv. What are the duties of the Special Board of Inquiry 
and Review ¢ 

Mr. Croutrer. The duties of this Board under the assignment of 
Commissioner Dunlap consist of review of closed criminal cases, cri: 
inal tax fraud cases in the offices of the special agent in charge of t 
Intelligence Division at New York City and the office of the regiona| 
counsel of the Penal Division at New York City. 

The regional counsel’s office of course is the decentralized bra) 
of the Penal Division, which is a part of the chief counsel’s office of 
the Bureau at Washington. But those are the two offices in the N 
York City area 

First the special agent’s office investigated tax frauds and then, 
they were processed further up the line, if prosecution was reco 
mended it would go to the regional counsel's office at New York Cit 
They were both in the same building, located at 253 Broadway, Ney 
York City. 

Mr. DeWinp. Are you confining your investigation of those cas 
to a particular period of time; that is, cases ¢ losed within a speci 
period of time? 

Mr. Crourer. Yes. The period covered generally has been fre 
the beginning of 1945 down to the day of this assignment, November 7, 
1951. In a few cases we have followed through to the end of 1951 

Mr. Curtis. Mr. Chairman. 

Chairman Kine. Mr. Curtis. 

Mr. Curris. Your review of criminal cases that have been closed, 
does that include a review of those in which the decision not to pros: 
cute was made in the Department of Justice, as well as the Bureau’ 

Mr. Crovrer. No; under the specific assignment we have not 
covered decisions or the handling of cases in the Department of 
Justice. 

Mr. Curtis. Are you covering the cases that the Department o! 
Justice has passed on or is it only those cases that have never g 
to the Department of Justice ? 

Mr. Crouver. It is the latter, the cases that were closed in t! 
Bureau of Internal Revenue, either in the office of the special ag: 
in charge or in the office of the regional counsel. There are t 
classes of cases, however, that were closed in those offices. Tho: 
were when the special agent who had first investigated the case reco! 
mended prosecution but the recommendation was reversed and t 
case closed. We also have covered the sizable cases where the spe: 
agent in the first instance recommended no prosecution. We want 
to go back to the very threshold to see why they did not recommend 
prosecution. 

We culled out the larger cases, however, and concentrated on cast 
over and above just approximately $50,000. There were a great ma 
cases in that area where the tax figures involved were consideral 
more than $50,000. 
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Mr. DeWrnp. In this period of 1945 to 1951, how many cases were 
issigned for joint investigation by the Intelligence Unit in New York? 
Mr. Crourer. You mean joint investigation by a revenue agent and 


4 special agent Y 

Mr. DeWinp. What I wanted to get at was how many cases came 
nto that office for a jacketed fraud investigation. 

Mr. Crourer. I do not have that exact total. If you will bear with 
me, I may have a figure on that. I have some memoranda of similar 
ngures. 

I can answer your question in this way: that during that period 
f time the office of the special agent in charge at New York City 
losed 1.925 tax-fraud cases. Now, most of those, of course, would 
ave been jointly investigated by a special agent and a revenue agent. 
However, sometimes there would be a special agent and a deputy col- 

ctor if the case originated in the collector’s office and it were held 

ere as a regular investigation to commence with. 

Mr. DeWinp. Does this figure of 1,925 include cases that were sent 

rward to the regional counsel’s office, or are these cases that were 
closed within the special agent’s office ? 

Mr. Crovrer. This is a total of cases that were closed in the office 
if the special agent in charge and did not include cases forwarded for 
no prosecution. No, there is a total of 488 cases—I would like to cor- 
rect that—in which prosecution was recommended. 

Mr. De WInpb. Recommended by the special agents ¢ 

Mr. Crourer. That is correct. The total consisting of one group of 
908 cases and the other group of 41 cases would be those where prose 
cution was not recommended. 

Mr. DeWinv. That is 488 cases went forward to the regional coun- 
sel for prosecution; 949 cases were dropped in that period by the 
special agent’s office 

Mr. Crourer. That is a part of this total of 1,925 cases. That par- 

ilarly relates to cases of $50,000 and less. I think the cases in which 
you are particularly interested and those we have concentrated on are 
figures involving $50,000 or more. 

Mr. DeWinp. How many of those cases are there 

Mr. Crourer. There are 488 of those cases. 

Mr. DeWrnp. There are 488 cases in excess of $50,000 ? 

Mr. Crovutrer. That is correct. 

Mr. DeWinpv. Are those cases that were sent forward for prosecu- 

m to the regional counsel or is that the total number that were con- 
sidered in the office / 

Mr. CROUTER. Those are cases where there was ho prosecution rec 
mmended to the regional counsel's office. That includes cases where 
the special agent originally recommended prosecution in a consider- 

e number of cases but the recommendation was reversed on review 

the special agent's office. 

They have a technical adviser and they have a conference section 

ere the cases are considered before they finally close them or send 

em on to the regional counsel. 

Mr. DeWinp. So there were 488 cases that were dropped within 
the office of the special agent in charge that were over 550,000 ¢ 

Mr. Crourer. That is correct. 

Mr. DeWInp. How many cases went forward to the regional eoun 

ind were dropped there in the period / 
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Mr. Crovrer. I am sorry. I do not believe I have the figures ¢ 
ered from that standpoint. 

Mr. DeWrnp. Let me go at it somewhat differently. Can you stat, 
just the number of cases you have handled and describe which the, 
were? The number of cases you have reviewed, that is. 

Mr. Crourer. Yes, since the creation of this Board of Inquiry ind 
Review, the Board operating almost continuously at the offices in New 
York City has reviewed approximately 600 cases. We had a total of 
au little more than 700 of these cases. That includes cases in the special 
agent's office and also the regional counsel's office. 

Through the end of February of this year the Board had consid 
ered and written skeleton reports or complete summary reports where 
we considered it necessary on 509 out of this total of approximately 700 
cases. Since February we have covered approximately another 100 

ases, so that the total number reviewed down to date is right around 
600 cases. But we have considered and written reports and classified 
quite a number, in fact, all of these 509 cases. I have certain brea! 
downs of the classifications there, if you are interested. 

Mr. Byrnes. When was this Special Board of Inquiry and Review 
set up! 

Mr. Crouter. On November 7, 1951. That was by a letter desig- 
nating and outlining the functions and duties of this Board. 

Mr. Byrnes. It is of very recent origin ? 

Mr. Crovurer. That is correct. 

Mr. Byrnes. And subsequent to the activities of this committe: 

Mr. Crowrer. That is correct, as I understand it. 

Mr. DeWtrnp. In that connection, I think it is fair to say that 
creation of this board for reviewing these fraud cascs in New 
was an outcome of the joint conversations that the committee a 
have had with Mr. Dunlap during last fall. 

Mr. Byrnes. I just wanted it in the record. 

Mr. DeWinp. These 600 cases you have reviewed to cate, those 
all cases involy ing asserted tax liabilities in excess of 850,000 
right ? 

Mr. Crourer. That is correct. Now and then there may be a 
exceptions to that, where a case would come to our attention wher 
it might involve a little less than 850,000. We were more interest 
in the merits of the case and the manner of handling it tha 
amount. But by far the greater majority of those TOO cases inve 
$50,000 and up. Some particular individual cases would inv 
more than a million dollars in one case. In fact. two or three involv 
several million dollars. 

Mr. DeWixv. Your purpose, Mr. Crouter, has been to review thies 
‘“ases completely, take a fresh look at them and decide whether t 
vere prope rly disposed of / i 

Mr. Crourer. That is correct. The letter designating our 
specifically stated that “Such review will be made for the purpos« 
ascertaining whether the cases were properly closed under establis 
policies and procedures of the Treasury Department. It was, a 
understand it, to get an independent view ia the collective judgnu 
of the members of this Board with respect to those cases. We of co 
had been drawn from other geographical areas not having had a 
prior connection either with those cases or the personnel handling 
those cases in that nrea 
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I had nothing to do, of course, with the creation of this Board, or 
the reasons why it was created. I am merely operating under orders. 
But I was glad to be of service to the Commission, if 1 could be in 
that connection. 

Mr. DeWinp. As a result of your investigation L assume you have 
determined that a number of those cases were improperly handled ; 
< that correct ¢ 

Vir. Crourer. We have determined that a relatively smal] per 
centage of these cases, specifically about 31 cases, comprising in per 
centages about 6 percent of the total of 509 cases, were not closed in 
accordance with the established policy and procedure. Those were 
for various reasons, depending upon the kind of case involved. 

Mr. DeWinxp. Are you saying that, out of this 509 total, 31 cases were 
dropped from criminal prosecution on erounds that seemed to you to 
be erroneous 4 

Mr. Crourer. That is correct. 

Mr. ly WIND. Have you classified those Cases Ih any Way, break ay 
down that number of 51 into categories 

Mir. CRouvrveR. Yes: that breaks down into three groups or classes 
Do vou wish that I give them / 

Mer. Dt Wixp. Would vou, please ¢ 

Mr. Crourer. Well, the first group comprising nearly half—-there 
were 14 of these cases that were classified in the special agent's 
off et. and im fact. ull of those causes were in the oflice oft the spe ial 
uevent in charge hey were treated and closed as cases of what is 


/ 


vnoas a voluntary disclosure. In other words, they were cases 
re under the policy existing at that time the special avent’s office 
concluded and determined and decided on the record that they 
cases where the taxpaver himself had come in voluntarily an 
closed his frauds, and under the policy that then existed wl 
can go into if desired there was a policy of no prosecution in such a 
ise, There were 14 closed as voluntary disclosures. 

Mr. De WInp. Phat is. there were 14 cases which were closed 
on the basis the taxpavel had come forward voluntarily before the 
Bureau began its investigation / 

Mir. Crourer. That was the theory of the voluntary disclosure. We 

id not find that the taxpayer had come forth voluntarily in the first 

stance. Asa matter of fact. our finding was to the contrary, that the 

Bureau had already had under way a real investigation of those tax 
frauds, and in our judgment the cases should have gone forward and 
been considered further on their merits or even gone torward to the 
Department of Justice for prosecution because the t ixpaver had hot 
moved and had not come i until the investigation Was under Wily. 

Mr. Kean. If there had been real voluntary disclosure, in your 
opinion. vou would not have classified these cases among the 31: 
that cor rect ¢ 

Mr. Crowrer. That is correct. 

Kean. The cases where there were real voluntary disclosures 
ou just put aside as ©. K. as far as you were concerned ¢ 

Mr. Cro rer. That is correct. There were a great many others. 

Mr. Curtis. Do vou have a figure as to how much tax is involved 

those 144 


Mr. Crourer. No: we could get those figures and furnish them. 
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Mr. Currts. Was the civil-fraud penalty imposed? 

Mr. Crovrer. Yes; in most of those cases and perhaps all of the: 
It was a part of the voluntary disclosure policy even at that time that 
if the case was not prosecuted, the taxpayer should agree to the f; 
civil lability and the 50 percent fraud penalty, the civil-fraud penal: 
and also the interest, of course, down to date. 

Mr. Curris. Would you say these 14 cases were not border-line ca: 
but in the opinion of your Board they were clearly cases that shor 
have been followed through further? 

Mr. Crourer. That is the conclusion we have reached. T should 
a'so point out that I believe that there are two or three of these cas: 
where it is a case or they are cases that we disposed of by what wi 
call a 2-to-1 decision. In other words, once in a while we have h 
differences of opinion among us and we might have a dissenting me) 
ber who would conclude that it was properly disposed of. The record 
will speak for itself, but that is a distinct minority of our cases. 

We have had unanimous conclusions in most of our write ups a 
dispositions of these cases. 

Mr. Curtis. In these 14 you have had unanimous opinion most 
the time? 

Mr. Crourer. That is correct. To answer your question mor 
specifically, I would say these are not border-line cases. They are 
cases where in our opinion the facts of record at the time are very 
clear and distinct. They are cases where an investigation was deli 
nitely under way, returns were in the hands of the investigating office: 
In many cases they knew and had definite figures of omitted income 
Yet in spite of that, those cases were closed without eve) 


and fraud. 
forwarding them to the regional counsel's office for consideration of 
prosecution. 

Mr. Curtis. Were those 14 cases found pretty much in the same 
collector’s district? 

Mr. Crovrer. No. They were in the New York area, of course 
Quite a number were in the third New York collection district, but 
once in) a while we would pick up nu case over in Brooklyn, which \\ 
ina different district. There are two or three revenue agents’ district 
that cover that area, too. 

Mr. Curtis. Did you find any tax attorneys or accounting fim 
‘appearing in 2 or more of those 14 cases / 

Mr. Crovrer. Yes, we did. We found that there were several at 
torneys and firms of attorneys in the New York area who came 
quite frequently, not only on these 14 cases but other cases in othe: 
eategories, who apparently were quite successful in having their ca 
closed. 

Mr. Curtis. Did you find a similar situation with regard to the 
countants / 

Mr. Crovrer. There were some accountants also in the same cat 
gory. Many accountants of course had the authorization to pract 
hefore the Department. However, as a general rule there were f 
cases disposed of by the accountants alone. More frequently it would 
he by an eccountant or an accounting firm along with an attorne\ 
or several attorneys. Most of these cases involved substantial amount 
and sometimes one case that was investigated would involve three « 
four different individuals. They might be represented by different 
attorneys or accountants. 
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Mr. Cuxtis. In these 14 cases you made your investigation on the 
record and it did not include the gathering of outside evidence; is 
that correct ¢ 

Mr. Crovurer. That is correct. It was chiefly based upon the re 
tained file in the office of the special agent in charge or the regional 
counsel where those files are still retained at 253 Broadway. How- 
ever, I should say very frequently we would call in the investigators 
themselves, particularly the special agent and now and then the rev 
enue agent, and sometimes we would call in outside partie s. account- 
ants, or witnesses and interrogate them and go over the case. We did 
not attempt to make any new investigation of the original facts. It 
was primarily based upon the record and the facts disclosed by the 
record. 

Mr. Curtis. In other words, you were trying to judge whether or 
not as a result of the facts they had obtained at that time proper de- 

cisions and actions were taken. In those 14 did you find any that led 
vou to believe there was outside interference or pressure or influence 
of a politic ‘al nature within the Government or without ? 

Mr. Crovurer. Yes, there were a few where there were definitely out 
side influences and what might be even termed as irregularities 

Mr. Curtis. What was the nature of those? 

Mr. Crovurer. Well, I could best answer that by giving you a gen 
eral description of the nature. One of them was a system of handling 
the so-called voluntary disclosure this way: A fraud investigation 
would be initiated and under way in the revenue agent’s office and 
the spec ial agent’s office. Then the taxpayer's accountant, one man in 
particular up there, came in on three di fferent cases and he said, “Oh, 
ves, you are investigating, but I had previously dis hosed this to the 
collector’s office.” That may be one of the things that the Bureau was 

P against. It had this three-way division of investigations, returns 

ginally voing to the collector’s office, the revenue agent’s office 
hails the civil-aucdit features and the special agents on the fraud 
sida of it. A revenue agent and special agent would be investigating 
ind the accountant for the taxpayer claimed he had gone to the col 
lector’s office and made a disclosure prior to the time these other of 
ficers had investigated. He backed that up in two or three cases by 
furnishing a written statement from the deputy collector saying in 
effect over the signature of the deputy collector, “Yes, it is true, Ac- 
countant So and So came before me on or about such and such a date 
nd stated that he had the case of Taxpayer X. and he was going to file 
imended returns reporting his frauds.” 

After that had gone on in several cases, of course it became sus 
picious, and that in connection with questionnaires and other things 
used the removal of that deputy. He is no longer in the service. 

Mr. Curtis. What was his name? 

Mr. Crourer. S-a-u-v-i-g-n-e, Sauvigne. He was the deputy col 
lector in the thind district. 

Mr. Curtis. They produced no files showing that the disclosure had 
been made in writing or there was an offer to disclos se, but it would 
be in the nature of a self-serving letter reciting there was an oral com 
munication made prior to the time in question ? 

Mr. Crovter. That is correct. No contemporaneous written docu 
ment of any kind was produced as having been written at that time 
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and there was not even a written statement of the deputy as of that 
date. The deputy would furnish a written letter, but the letter would 
be dated subsequently when the case was being investigated by the 
special agent, but purporting to recite facts which happened way 
back. Sometimes those facts were inconsistent. I recall one of these 
three cases where the facts just could not have been as written, and the) 
the deputy recalled that letter and wrote another one changing the 
year. He was a whole year off. The date he had used would not 
serve the purpose. Then he writes another letter. 

To further indicate the kind of cases where there were irregularities, 
one of them was very unique in this respect : It also involved a deputy 
collector in the same third collection district, and according to the 
record the taxpayer and his accountant wanted to make corrections 
of his tax returns prior to investigation. However, the way it was 
handled, the taxpayer's accountant went to the deputy collector's 
office and, according to the sworn evidence that was taken, they bribed 
a different deputy collector, not the one I previously mentioned, by 
payment of $1,000 to have that deputy or other deputies secure from 
the files a false return which had already been filed reporting no tax 
whatever and in exchange for that the accountant gave to the deputy, 
and the deputy filed, a corrected 1945 tax return disclosing a tax of 
approximately $55,000. 

Mr. Curtis. Has that deputy collector been prosecuted for accepting 
a bribe ¢ 

Mr. Crovrer. The deputy collecter was prosecuted soon after that 
time in connection with some other cases. I think he pleaded guilty 
Anyway, he was convicted and he served time in connection with the 
other cases, not this particular case. 

Mr. Curtis. Did they prosecute the accountant ? 

Mr. Crourer. No. 

Mr. Curtis. Do you know why not ? 

Mr. Crourer. As I saw the record in that case, and I read all the 
evidence, the taxpayer came in to the office of the special agent in 
charge along with his accountant and after some negotiations they 
gave the evidence and the story on how this thing was handled 
The special agent in charge, Mr. Daniel A. Bolich, wrote a letter to 
the taxpayer's lawyer telling him precisely that the Bureau would 
not recommend prosecution of the taxpayer or his accountant in co! 
nection with any irregularities or bribery. It was after that that 
the taxpayer and his accountant gave the story as to what had hap 
pened. 

Mr. Curris. Why was that letter written? 

Mr. Crourer. Mr. Bolich and Mr. Baradel could best explain that, 
I presume. I never had a chance to talk to Mr. Bolich about that 
I would assume just from the record and seeing how some prosect 
tion matters of that character are handled it must have been to 
secure the evidence of the taxpayer, and it was immediately after 
that letter was written and on the same day and occasion that the 
sworn statement was taken from the taxpayer and his accountant 
giving the whole story as to how they had handled this. 

Mr. Curris. Did Mr. Bolich and the special agent in charge have 
authority to grant such immunity ¢ 

Mr. Crourer. That ts a very difficult question. 
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Mr. Curtis. I will put it this way: Did he specifically have author- 
ity to do it in accordance with written regulations ? 

“Mr. Crovurer. There is no statute or written regulation on that sub- 
ject that I know of. The only thing I know of that would justify 
anv such action—I am not talking about that case but generally is 
the fact that prosecutors now and then will make such an arrange- 
ment to secure what they might consider to be very valuable and 
otherwise unobtainable evidence. 

Mr. Curtis. Was there an attorney involved in any way in connec- 
tion with the bribery / 

Mr. Crourer. Not as I recall. There is nothing on the record to 
indicate that. The attorney who represented the taxpayer came in 
afterward. That was a direct dealing between the taxpayer and his 
accountant and the deputy collector as it first happened. I would like 
to connect that up and show that was the way in which they attempted 
to pave the way to make their so-called voluntary disclosure. Follow- 
ing that they prepared amended returns for some other prior years 
prior to 1945, disclosing additional amounts of taxes. Those amended 
returns were filed and additional taxes paid also. 

Mr. Curtis. What was the name of that taxpayer? 

Mr. Crourer. That taxpayer's name was William H. Katzen- 
berg. 

Mr. Curtis. His address? 

Mr. Crowrer. I do not have it here, but as I recall it it was some- 
where in New York City. 

Mr. Currts. What was the name of the accountant? If you have 
to look for it, you can supply it. 

Mr. Crourer. I do not have the file. I will make a note of it and 
I can furnish it. 

Mr. Curtis. What was the name of the deputy collector that was 
prosecuted on other offenses but was the one that received the bribe 
in this case ¢ 

Mr. Crourrr. I am quite certain his name was Meller. I do not 
recall his first name. 

Mr. Byrnes. When was the bribery disclosed or discovered ¢ 

Mr. Crourer. 1t was discovered, I believe it was 1947, while the 
tax case of Katzenberg was under investigation by a special agent. 
After this had transpired with the deputy collector, the special agent's 
office got into it. I do not recall exactly how it was called to their 
attention. A special agent was making a regular investigation. It 
was during his investigation that the taxpayer and his accountant and 
his attorney came in and made these disclosures. 

Mr. Byrnes. This Deputy Coilector Sauvigne that you said 

Mr. Crourer. That was the first one. 

Mr. Byrnes. When was he discharged, do you know? 

Mr. Crovurer. I do not know the exact date, but it was my under- 
standing that it was sometimes subsequent to the circularization and 
the filling out of these questionnaires. I think the questionnaire 
brought to light additional matters that brought that whole thing to 
a head. 

Mr. Byrnes. Was he permitted to resign or was he discharged ? 

Mr. Crourer. I have never seen his record. I just do not know 
about that. I think he did have a good many years of service and 
Iam not certain which it was. 
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Mr. Byrnes. In these 14 cases of voluntary disclosure, so-calle 
was there similarity of special agents who handled those cases ¢ 

Mr. Crovrer. I take it you mean whether one special agent 
several ? 

Mr. Byrnes. Yes; handled more than one of the cases. 

Mr. Crovrer. No. As I recall, they were quite widely scatter 

Mr. Byrnes. Also scattered as far as groups were concerned, « 
did they concentrate in the same groups? 

Mr. Crovurer. No; they would be scattered. They would come fro 
different areas around New York City and one might come fron 
collector’s office and the other from some revenue office. They did 1 
all come from the same revenue district either. There did not see 
to be any pattern in that respect as far as we could find. 

If you want to go forward with the breakdown of these cases, 
there were two other voluntary disclosure cases, in addition to the 14 
that we classified as unusual. We concluded on the record they wer 
probably within the policy, but there were unusual features about 
them we thought should be called to the Commissioner’s attentior 
So there was a total of 16 out of 39 which were cases of so-called volu 
tary disclosure. There was a phrase that was used in the office which 
was constantly repeated through a number of these cases. It would 
be concluded and stated in the memorandum that the case would be 
closed as a voluntary disclosure. In other words, the office itself did 
not make a clear finding that it was a true case of voluntary disclosure. 
Frequently that would be in cennection with cooperation of the tax 
payer admitting his frauds and during evidence after he was under 
investigation. Generally of course that has been considered too late 
to avoid prosecution. 

Mr. DeWrnp. In those cases where taxpayers’ cooperation has been 
used as a basis for dropping the case, has there been any other jus 
tification, other than the cooperation of the taxpayer after the inves 
tigation began ? 

Mr. Croutrer. That really gets into what we have classified as the 
next group of cases, cases purportedly closed on their merits. T would 
Sav that the element of cooperation on the part of the taxpayer a! ! 
his representatives was one of the chief grounds on which such cases 
were closed. However, they would usually recite perhaps 
reliability of some witnesses or—a great many of these cases follow: 
the war period. They were black-market cases where there had 
been a large amount of dealings off the record and under the tabi 
The net-worth element was involved because, as all lawyers and 
accountants would appreciate, the net-worth method of adding 
and seeing what a taxpayer had and spent and accumulated and 
verified was one way of checking his income, whether it was on t! 
books or not. So frequently the merits would be confused with other 
elements such as net worth or reliability of witnesses or the avai 
bility of records. Sometimes records had been destroyed and things 
of that character. 

Mr. DeWrnp. Are you saying, in some of these cases where the proof 
of net worth would be hard to show, that cooperation by the taxpayer 
would be taken into account in deciding to abandon prosecution / 

Mr. Crourer. There were a great many cases where such elements 
were considered by the special agent’s office. Those cases were closed 
However, I may say that, as to any of the cases of that character. if 
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we considered that the case was borderline or that there were reason- 
able grounds for disposition, we passed the case as | ge poo closed. 

We » did segregate out a total of 19 of this group of 39 cases which 
were closed on their merits on the record. We did not agree with 
such disposition. There were 16 of the 19 that we concluded were 
clearly wrong. There were three others in that classification that we 
considered unusual for various reasons stated in the reports on those 
cases. 

To illustrate a few of the 16 we considered clearly wrong, I recall 
that one of them was a case of an olive-oil dealer where the civil 
liability, I believe, was a little more than $300,000. It was a case 
of a man who had mixed his product and he had diluted corn oil and 
substitute things to begin with. He had filed returns but he had neve 
paid any tax whatever. It looked to us on the facts disclosed that 7 
was a clear case of violation and it was a case where there was a great 
deal of provable evidence that in our judgment would have secured a 
conviction if the case had been prosecuted. 

There were several other cases like that that were apparently closed 
on the merits by that office erroneously, in our judgment and con- 

clusion. 

Mr. Kean. Is this the third district? 

Mr. Crourer. These are not all the third collection district. This 
olive oil case, as I recall, was a case that originated in Brooklyn. 
[ think the taxpayer lived in Brooklyn. 

Mr. DeWrnp. In each of these e: ases is the responsibility for drop- 
ping the case in the spec ial agent’s office or is it in part in the collector's 

office or in the agent’s office where it arose ? 

Mr. Crovurer. The primary responsibility for the closing of cases 
at that point was e ither in the office of the special agent in charge or 
the regional counsel's office. There were two and possibly three of 
these cases closed on the merits that were in the office of the regional 
counsel. Those are cases where the special agent in charge had rec- 
ommended prosecution and sent the case over to the regional counsel, 
but they were cases where in our judgment and conclusion they were 
strong cases for prosecution. We concluded they would have with- 
stood prosecution. Most of them were in the office of the special agent 

charge, and under the procedure all tax cases involving fraud had 
to be investigated by the special agent’s office. That was their 

unction, 
ir. DeWrnp. In any of these cases can the responsibility for drop- 
ping prosec ution be attributed to the collector of internal revenue or 
the internal reve nue agent in charge, or must the responsibility be in 
the special agent’s office or the regional counsel ? 

Mr. Crovrer. It is the latter. The responsibility was definitely in 
the office of the special agent in charge or the regional counsel, and 
by far the greater number of these cases was closed in the special 
agent’s office. The collector’s office, any of the collectors’ offices, and 
there were three or four involved there, and the offices of the 
revenue agents in charge in such cases would merely have charge 
of the civil audit features of the cases. I believe it was their prac- 
tice not even to make a recommendation by a deputy collector or 
revenue agent with respect to the question of prosecution. I think 
the revenue agent would make a recommendation as to whether the 
civil fraud penalty should be asserted. But the responsibility for the 
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criminal features of the case under prescribed regulations and pro 
cedures from away back was entirely in the office of the special agent 
in charge and his special agents in the first instance. Most of these 
cases stop right there. 

Mr. Kean. Who was the special agent in charge? 

Mr. Crovurer. I can give you the exact dates on that. There were 
some changes. I think I can give the exact time of those changes, if you 
want it for the record. 

I am sorry, I do not have those exact dates here, but going on recol 
lection alone, Mr. Hugh McQuillan was the special agent in charge up 
until the end of 1945, I believe. Then, beginning early in 1946, through 
1946, through 1947 and until September 1, 1948, I think Mr. Daniel A. 
Bolich was the special agent in charge. Succeeding him there were 
several changes. There was a Mr. Walter Murphy who for many years 
had been assistant special agent in charge. I think he became special 
agent in charge for a period of months and then, Mr. William E. 
Frank—I am sure the committee knows him—who is now out in Seattle. 
Ile was special agent in charge there for a short period. That was 
from some date in 1949 until probably early in 1950. Then Mr. 
Joseph R. Baradel became special agent in charge and he still is special 
agent in charge. 

During all of this period from the beginning of 1945 down until the 
date when Mr. Baradel became special agent in charge, Mr. Baradel 
was a technical adviser to the special agent. He was in charge of their 
conference section during a good portion of that time. 

Mr. DeWrnp. In this second group of cases, the 19 cases decided 
wrongly on their merits, 16 wrong and 3 unusual, were there any cases 
in that group involving improper conduct on the part of deputy col- 
lectors or internal revenue agents or other Bureau personnel similar 
to those you mentioned under the voluntary disclosure category ? 

Mr. Crovurer. I do not recall any of those cases that involved any 
thing that might be improper conduct by a deputy collector or a 
revenue agent. There was one case I had in mind where I would 
not say that it was a gross irregularity but probably a case of exceed 
ingly bad judgment where the special agent allowed himself to be 
maneuvered into the making of a promise of no prosecution at an early 
stage of the investigation. It was a promise that in our judgment 
should not have been made, because it is a large flagrant case. There 
Was no case in that group where you could show on the record that 
the disposition had been really carried out by the considerations out 
side of the merits that I recall. 

Mr. DeW inp. We might come back later to that one case you me! 
tioned where a promise of immunity was given. 

What remaining groups are there? You mentioned the voluntar 
disclosure, the wrong voluntary disclosure, the wrong decisions on the 
merits. What are the other groups? 

Mr. Crovrer. The only remaining groups where we classified and 
wrote up any cases was one group involving four cases. That is the 
balance of the figure of 39, that were what were termed the health 
cases. Those were cases where the taxpayer who was being invest 
gated and considered for prosecution would come in with a physician’ 
statement and certificate certifying that his physical condition was 
such that he could not withstand trial without endangering his life. 
Under the policy that was in effect at that time, if such a certification 
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were made and corroborated by a physi ian connected with the United 
Stutes Public Health ser ice, it was the policy notto recommend prose 
cution. There were four cases in that group that we considered very 
unusual, particularly from the standpoint of the certifications that 
were made more by the taxpayer's private physician than by Public 
Health. 

There were a great many other cases in that category that we passed 


| 


ius properly closed under the policy. We did not attempt to wrt 


re 


nose up. 

Mr. IK ww. About how many of those cases were there that you 
onsidered were proper under the then policy of the Bureau / 

Mr. Crourer. I do not believe we made figures on that. but I would 
suy that there were quite a number, probably 100, and I would not be 


surprised if it were more than a hundred. 

Mr. Kean. More than / 

Mr. Crourer. During this entire period, 

Mr. Kean. Of this three-hundred-odd cases that you are looking 
at. or of the 600 cases / About one-sixth of them were cases where 
they had not been prose cuted ow ing to the health policy / 

Mr. Crovrer. I think that is a fair guess. It might be a little one 
wav or the other. A good 1 any of them were cases of that character. 

Mr. Kean. Under the present policy of the Bureau they would go 
ahead and prosecute those / 

Mr. Crourer. Yes, that is correct. The policy as to not closing a 
because of health certificates Was changed by the present Com 
ould have stated I UeSS that the policy as to vol 
Wits 


seas 
nissioner, and i 

tary disclosure also was changed by the Commissioner. That 
near the first of this year. 

Mr. KEAN. All these cases where you found a report from a Publi 
Health doctor showing that the man was pretty il] you just QO. K.’d as 
(). I. ¢ 

Mr. Crovuter. That is correct. 

Mr. Kean. ‘I hie se Toul you complain otaret he ones W here the Publi 
Health doctor's statement was weak / 

Mr. (*ROUTER. That is correct. I recall one of them particularly. 
Phe Public Health physician apparently made a very thorough 
examination. He made all the usual findings of everything, heart 
and all possibilities of physi al defect. They were negative. “T find 
he is in pretty good shape.” He would take an electrocardiogram and 
say. “This does not indicate anything.” Then he would usually con 
clude and say, “However, in view of the statements furnished by the 
taxpayer's physician and the statements about his feeling there might 
be danger of a prosecution, I therefore certify that prosecution would 
be deleterious to health.” 

That was in a medical field that could be stretched and warped, If 
they came in with a proper certificate and signed by the known officials 
of the Public Health, that qualified with the policy. 

Mr. Kean. Was that latter one a big case? 

Mr. Crouver. I do not think it was unusually large, possibly $100, 
000 or so, I might say we discovered from our examination that very 
frequently the attorney and usually a tax practitioner apparently had 
his modus operandi, if I may refer to it as such, soon after a fraud 
investigation would get underway. The first thing he would do would 
be to have his taxpayer examined by physicians to see if he could 
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come under the health policy. That of course would close the case if 
he could do it. If he could not qualify there, then they would searc! 
the record and go back and see whether any disclosure of any kind had 
been made so they could get under that policy and still kill a 
prosecution. 

If they could not qualify under either of those, then they had to 
roll up their sleeves and go to work on the merits of the case. 

Mr. Curtis. Most citizens are allergic to jail. 

Mr. Crovurer. I believe that is a fair statement. 

These of course were serious cases and they were large cases where 
they involved a great deal not only as to the money involved but the 
liberty of the individual. There was a great deal at stake. 

Mr. Kean. Everyone practically immediately claimed health and 
had the question of health looked into ? 

Mr. Crouter. If I said everyone I may have gone too far. 

Mr. Kean. You mean practically everyone ‘ 

Mr. Crovrer. I mean a great many of them. That was one of t 
considerations, and the attorneys, if they overlooked that point, IT thi 
they considered they had overlooked one of their best defenses. 

Mr. Kean. A doctor can find something wrong with everybody ove: 
oO years old. 

Mr. Crovrer. We found they could always find arteriosclerosis and 
some of the usual heart defects that do attach themselves to a 
elderly man. Of course most of these taxpayers were men of middle 
age or older years who had made their stake. 

Mr. DeWtnp. Under the Bureau’s health policy as it existed at that 
time, I think you indicated an attorney in representing his client wa 
almost obligated to check that as a possible dlefeat to any prosecutio 
was he not ? 

Mr. Crourer. Well, apparently they always considered that was one 
of the elements or possible grounds of closing the case that they should 
present, We found a number of cases where that would be dons 
Even though word of the taxpayer's own doctor was that he was in 
sound physical condition and health, it would still be presented. How 
ever, I should also state that on behalf of the few taxpayers I recall 
some cases where they were investigated and they were urged to have a 
physical check-up, sometimes a taxpayer would receive that reques! 
and they would say, “No, there is nothing wrong with me, and IT am 
not going to present any such affidavit. We will meet this case o 
other grounds.” Some taxpayers were a little more honest that way 
than their advisers, I think. 

Mr. BYRNES. Where were these decisions made, at what level, thes 
vou are referring to? . 

Mr. CROUTER. The decisions were made in the office of the speci i 
agent in charge. The usual manner of considering a case there would 
be that the case would be under investigation by a special agent. Dur 
ing the course of his investigation or usually near the end of it, at the 
time he is preparing a written report or maybe he has already sub 
mitted i written report on the case, it would v0 into A conference 
section that the special agent’s office had, where they had about 8 or 10 
of their better-qualified agents who considered the case in conference 
The head of that for a long period of time was Mr. J. R. Barade! 
Then above the conference section there was still the special agent in 
charge. It was in the conference section or the office of the special 


] 
{ 
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agent in charge where these cases would be finally considered. Of 
course the special agent in charge was supposed to and in practically 
all cases actually did finally pass on the case. He was the only one who 
was supposed to sign a closing letter. By that I mean they would 
initial the closing \ writeup of a case and the special agent in charge 
had the duty of signing a letter referring the case and the returns and 
exhibits, and so fort] Lpeee to the revenue agent and sayin ” In sub 
stance that “This offic is closing the criminal case. It ther fore is 
referr cl CO Vol for OSITION of the ( ivil liabil 

Frequently ul hat point the special age} t's fice would se ure a 
written agreement by thr taxpayer to the civil liab lities. It did 
vcomplish that in ma cases, that they would have a written agree 
ment to all the taxes, additional taxes, that is, usually 150 percent 
fraud pen ilties and then of course the interest follows is a matter of 


> 
i 
| 
i 


Mr. Byrnes. How many special agents’ offices are involved in that 
a that you had under investigation ¢ 
Mr. CROUTER. Ther was just the one office of the special O 
marge in the New York area, but that covered quite a territory. It 
overed thie whole New York area, the State of New Jersey ol part 
of if ] think part o f New Jers e\ went into another district. 
Mr. Keax. The northern part of the State 
Mr. CROUTER. Ye : There were some Del aware Cases, We | cl some 
overlapping jurisdiction. I “a that generally was the jurisdiction 
of the aiatal agent in charge. The Brookiyn are: a ofa urse, all of 
had Buffale ) cases, cases from up north and 
New York City. However, you see our work as far 
regional ours ye 1 Vas concer! ed covered a oreater area 
t covered all of w England, New York area, New Jersey, Pem 
<vyivania, and Delaware. 

Mr. DeWinp. Out of that group of 509 cases you found 31 case 
here vou considered the result to be wrong and another 8 you con 
sidered there are certain unusual aspects about the treatment which 
f ld justify closer ex uminatie lL. sO you have 39 cases o it of 509. 

Mr. Crourer. That is correct. 

Mr. DeEWinp. In all of these 39 cases is it youl conclusion that the 

xpayer had been clearly guilty of tax fraud / 

Mr. Crourrer. Whether they had been / 

Mr. DeWinp. Yes. 

Mr. C*ROUTER. Ye : 3 believe our i tinl cor clusion was that those 

re renl cases of attempted evasion. I know that definitely was true 
as toall of the 31 cases we considered wer erroneously closed. 

Mr. DeWinp. At least as to the 31 and probably as to the remain 

yo you have cases where taxpayers have received unjustified prefer 
ential treatment. Is that the result of your finding ? 

Mr. Crourer. The result of the action taken resulted or amounted 

that. Whether it was intended as preferential treatment at the 

me might be another question, particularly on these merits cases, but 

ey were cases which in our judgment should have gone on for prose 

tion just like a vreat Mahy other cases. | probably Ss hould nake 

clear that these same offices and these same officers did at the same 

e send on a great many other cases for prosecution. They were 


larly prosecuted, These ol cases in) oul judgment COl ld have 
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gone the same way. On the facts we concluded they should have gon 
on for prosecution and would have withstood the test of prosecutior 

I might say, as to the prosecution test, I can give you a little on that 
if you are interested. That, of course, stems from the provision in al! 
the revenue acts since 1921 it has been a felony, and as I recall sec 
tion 145 (b) of the code. it reads substantially as follows: 

Any person who willfully attempts in any manner to evade or defeat a: 
tax imposed by the Income Tax Title is guilty of an offense punishable by 
years or $10,000 fine or both 

That is the so-called tax-evasion statute. 
demeanor to a felony by the Congress in 1921, as I recall. 
been with us ever since. 

The Treasury Department prosecution policy has been very much 
nlong that line. It has been, where there is a case of willful and de 
liberate violations, they should be prosecuted. Then, of course, they 
had exceptions such as voluntary disclosure and health policy that 
were exceptions on the prosecution policy. But there has through 
out the years been a very clear and definite prosecution policy on the 
part of both the Treasury Department and the Department of Justice. 

The reason I mention the Department of Justice is because I had 
some experience on cases in that Department between the years 19:0) 
and 1943. That was prior to the time I became associated with the 
Treasury Department. The policies of the two Departments in the 
main were i that general line, that clear and willful and de 
liberate violations should be prosecuted. 

Mr. Curtis. Is the policy such that you have to believe the evidenc: 


It was raised from a mis 


It has 


is suflicient to obtain a conviction ? 

Mr. Crovurer. The policy included that, yes; and, as it has recent! 
been phrased by the Treasury Department, they required the invest 
gators or the attorneys in the Penal Division to certify and the Cor 
unissioner states in his letter of reference to the Department of Justic: 
that “In the opinion of the Bureau of Internal Revenue these are cas 
or “this is a case of attempted tax evasion and the evidence se 
strong enough to assure a reasonable certainty of conviction.” 

I would like to read from the exact text of that, if you are interested, 
and I believe it 1s important. If I may read just one little sentenc 
from a statement of policy. This goes way back to a Commissio! 
Cabell back in 1912, but it is a published ruling known as TD-—17* 
‘That states in part: 

Where the violation is deliberate and with intent to defraud, no money pena 
however large should be accepted by way of compromise in lieu of prosect 
that the evidence is of such character as to afford reasona! 
belief that a conviction can be secured 

Later, as I previously stated, I think that policy was tight: 
up a little bit and a strict standard was required in that the investis 
tors and attorneys of the Bureau were required to find and to cert 
that in their opinion there was a reasonable ce rtainty of convicti 
in other words, they had to be good clear strong cases in the opi 
of the Treasury Department or they would not even be referred to | 


provided omnis 
srounds for the 


Attorney General for prosecution. 

Mr. Kr AN. The difference is reasonable grounds or reason 
certainty. 

Mr. Crouter. That is correct. 
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Mr. Kran. Reasonable certainty is a pretty strong statement. 

Mr. Crovurer. That is correct. I believe that is a substantial differ- 
ence. The reasonable certainty rule has been the one that the Treas- 
urv has followed for a number of years. 

Mr. Kean. Is that still in effect ? 

Mr. Crovurer. I believe so. 

Mr. IK iN. In criminal cases do people only prosecute if there is 
reasonable certainty of conviction, say in a murder case’ It would 
be reasonable grounds. 

Mr. Crovurer. There might be differences there. I can appreciate 
that. 

Mr. Kean. It seems to me we are going pretty easy on the criminal 
who defrauds the Government of taxes in saying that it has to be 
reasonable certainty. I can appreciate there are substantial differences 
there. 

Mr. Crourer. Of course that is right in accordance with the require 
ment in the criminal law that guilt must be proved beyond a reason 
able doubt. The district judge, regardless of what kind of a case we 
have, will be compelled to instruct the jury that if they have a reason- 
able doubt about intent or guilt based upon the evidence, then they 
are required to acquit. So it is to forestall the direction of verdicts 
not guilty in part, I believe, that the requirement has been very strict 
on the part of the Treasury Department. 

Of course, while this is over my head and far beyond my usual 
functions, the general departmental prosecution policy is involved 
in that standard; that is, it is always a question of how many dozens 
or hundreds of cases of tax evasion the departments should as a mat 
ter of enforcement of these revenue acts refer out for prosecution. 

Naturally they do not take technical offenses and minor offenses and 
treat them in the criminal courts. They weed them out very carefully. 
They do their level best to sort out only the cases that are clear strong 
cases of willful and deliberate violations, but these are the cases that 
should be pushed for prosecution under the policy. 

Mr. DeWrnp. If I understand what you are saying, within this 
very tight policy of prosec uting only cases where the ‘re is reasonable 
certainty of conviction, you have found these 31 cases at least where the 
taxpayer was given unequal and too favorable treatment inside that 
policy. 

Mr. Crourer. That was our collective judgment and conclusion. | 
may say under our division of the work my cohorts and I divided up 
these cases and one of us would make a very thorough and careful 
review of his group of cases. If he found one of this character that in 

is judgment was out of line, then all of us would make a very careful 
study and review of that case. So the 31 cases you have mentioned 
have been very carefully considered by all of us. That was our 
collective judgment with the exception of possibly two cases where one 
of our members still had some doubts. We have just a few where it 

12 to 1 conclusion. 

Mr. DeWrxv. Then you had these eight cases involving various 
unusual aspects of the cases where you are not completely certain that 
the ts nana received unjustifiably favorable treatment ? 

Mr. Crourer. Those were cases where it was not a question so much 
of the merits of the case, but they were cases that involved an unusual 
policy question or something unusual in connection with the handling 
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of it that we thought should be brought to the Commissioner's at 
tention. 

Mr. DeWinp. This committee in the past week has heard a lot o! 
testimony concerning the Klein case, Hyman Harvey Klein. That 
was a case inthe New York office, was it not ? 

Mr. Crourer. That is correct. 

Mr. DeWrnv. Where did you classify that case within this group / 

Mr. Crourer. We classified the Klein case as a case that was unusua 
in several respects as noted in a very complete case report. It was on 
that was closed on the merits and in our conclusion, on the facts that 
they had before them as developed by their investigation, it could not 
be said that the case was improperly closed. I do not want to pu 
that in a double negative; in other words, on the facts they develope: 
it would seem there was reasonable justification for the closing of tly 
case. However, the case was unusual in our conclusion, first by reaso: 
of the large amount involved, the way in which the taxpayer ind 
vidually and through his corporations had operated with an office in 
Canada where the liquor was secured, and with these Cuban and 
Panamanian corporations. 

The unusual point that struck us in that case particularly was th: 
fact that some of the operations had not been thoroughly investigated, 
and it appeared to us there were some additional facts in that cas: 
that could have been secured. 

Mr. DeWinpb. That case was classified as unusual but not clear), 
wrong ‘ 

Mr. Crovrer. That is correct. 

Mr. Curris. Had a little more diligence and a little more thorough 
ness been applied to the gathering of evidence, you might have bee: 
better able to determine then the question as to whether or not it wa 
actually mishandled ¢ 

Mr. Crourer. That is correct. There were certain avenues of ev 
dence and information within this country that we felt should hav 
been explored and could legally have been investigated. By that | 
mean they were not things that were subject to constitutional priv 
leges and incrimination. 

Mr. Curtis. The very size of the case would make it impelling tha 
every avenue should be pursued that might bring forth evidence. 

Mr. Cro urer. I would think so, because the case involved severa 
million dollars. There was one other case like that and even mu 
larger. It was an estate tax case where the tax figure was roug! 
$10 million. There was a fraud penalty of $5 million added on to; 
of that. That estate tax case was closed in the office of the specia 
agent in charge without anywhere near as much investigation as tly 
Klein case had. 

This estate tax case we considered was improperly closed on the ev 
dence they had and particularly because it was not fully and thor 
oughly investigated. 

Mr. Curtis. What special agent closed that case ? 

Mr. Crouter. IT am not sure I have his name here. I will take a 
look at my papers. 

Mr. Kean. Who was the special agent in charge? 

Mr. Crovrer. Are you asking for the special agent in charge? 


Mr. Curtis. Yes. 
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Mr. Crouter. That case was closed by J. R. Baradel, as head of the 
conference section, along with Daniel A. Bolich right at the time 
when he was closing out affairs in New York just prior to coming to 
Washington, D. C., at the latter part of August 1948. 

Mr. Brrnes. Who was the special agent in charge / 

Mr. Crouter. I am not sure I have that information. and I want to 
be certain about it. Please bear with me a moment. I am sorry. ] 
do not have that here. I did not know that the committee would be 
interested in that case or I would have brought down the file on it. 

I recall that he was a special agent who had been in the service for 
several years and we interrogated him very extensively about the 
workload that he had at that time. He had for investigation at least 
a dozen very large substantial cases. not only this one case but several 
others. He spent a total of about 35 days Investigating this case that 
nvolved in taxes al cd penalties about SLD million. He Wis burdened 
ind overloaded with a lot of other work. We reached that definite 
conclusion. 

Mr. DeWinp. Mr. Crouter, in this group of cases that you reviewed, 
was there a case nvoly iv Pattullo Modes. Ine. a New York cares: 
nanufacturing company / 

Mr. Crourer. Yes, there was. 

Mr. DeW inp. How was that case classified in your findings? Was 
tone of the 31 

Mr. Croutrr. Yes. thet was one of the 31 cases that. on the record. 
was treated as a voluntary disclosure. We concluded that it Was hot 
true case of voluntary cdiselosure. 

Mr. Byanes. Before you get into that case, if that is where you are 

eading, I have a couple of general questions: 

Are there other special boards of review and inquiry working in 
other areas ? 

Mr. Crourer. Not as farasI know. However, there could be. 

Mr. DeWrnp. It is my impression this is the first one. 

Mr. BYRNes. Have we received any word as to what the plans of 
the Commissioner are as far as the continuance of this practice i 
other areas is concern dl 4 

Mr. DeWinp. I cannot give you any information on that. 

Mr. Bynes. | presulire they are probably waiting on the experience 
of Mr. Crouter’s group. 

Mr. Crourer. I do not know about that 

Mr. Byrnes. You said before in most of these cases where the crim 
nal investigation Is dropped, at that point they also get an agreement 
from the taxpayer as to the civil liability. Is that done in all cases 
or just in some of them 4 

Mr. Crowrer. Only in some of them. However, it is a large per 
centage of them. The special agent's office would usually try to secure 
such an agreement. There was at least one case that the Board has 
under examination. It is one of the later group after this 509, where 
t was closed for a 5-percent negligence penalty instead of a fraud 
penalty. The difference happens to be about a half million dollars, 
so we are still examiming that case. There were some cases where the 
taxpayer would not agree to the whole civil liability. 

Mr. Byrnes. It seems to me that the evidence was that in the Klein 

ise the criminal prosecution was dropped. They came to that deci 
on without any fixing of civil hability. 


91550—52—pt. 4 16 
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Mr. Crourer. Yes. That case was already on appeal, I believ: 
with the Tax Court. Of course, in the Klein case you recall that 
jeopardy assessment was made to protect the revenue. Then und 
the appropriate section of the code the Commissioner is compelle 
within 60 days to send out the deficiency notice from which the tax 
payer appeals to the Tax Court. So that automatically threw t! 
civil liability before the Tax Court. 

There are a considerable number of other cases out of this tot: 
group we looked at where the civil liability went on to the Board o} 
Tax Appeals—it was the Tax Court at that period—for civil dispo 
sition, or they would confer later with the revenue agent and clos 
It outon an agreeable civil basis. 

Mr. DeWinpb. This Pattullo Modes case, that was the name of t! 
corporation. What were the names of the individuals who were i 
volved in that case ¢ 

Mr. Crourrer. There were various stockholders and officers involv: 
along with the corporation. As I have them, the names there wer 
a James A. Zipser, Samuel Cohen, Morton Marks, Marjorie Z. Seg: 
and Lillian S. Bellet. 

Mr. DeWinp. I wonder if I could get you to summarize the inve: 
tigation that you made of that case’s files and the findings of you 
group ¢ 

Mr. Crourer. I may say that this is a case that was at one tin 
closed in the office of the special agent in charge, but it has been 1 
It was reopened by the Bureau and referred to the regiona 


opened. : 
It may be pending with the Department of Justic: 


counsel's office. 
at the present time. 

Mr. DeWinp. This committee held hearings on that case in August 
1951. It was following those hearings that the case was reopened. 

Mr. Crourer. You want to know about our findings as to the volu 
tary disclosure angle? 

Mr. DeWrtnp. IT would just like yon to summarize the investigat i: 
made in the matter and what your findings were concerning thy 
wrongful handling of the case. 

Mr. Kean. Who was the special agent in charge? 

Mr. Crourer. The special agent was Vincent J. Clayton. The cas 
was reviewed by J. R. Barade!, and at that time part of the time whe: 
the case was under investigation I believe Mr. Bolich was special age 
in charge. Then he came to Washington as Assistant Commissione! 
so on the record the case was handled in the conference section by \i 
Baradel and to some extent by Mr. Bolich at Washington. Then 
was closed on the record by William E. Frank as special agent 
charge. That was after the decision had been reached not to pros 
cute. 

Mr. DeWrnp. The important thing is who made the decision t! 
this should be treated as a voluntary disclosure case and not to pros 
cute it. 

Mr. C ROUTER. According to the record of the New York office i} 
decision was reached and made by Mr. D. A. Bolich at Washingto 
D. C., after a conference had been held down here with the taxpayer > 
representatives, 

Mr. DeWinp. So the decision that you have considered wrong 
your review was the decision made by Mr. Bolich ¢ 

Mr. Crourrr. That is correct. 
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Mr. Byrnes. Made by him as Assistant Commissioner rather than 
as special agent in chi arge ? 

Mr. Crourer. Well, the case was not referred to Washington. It 
was not called to Washington for centralization, as they might say, 
or handling at Washington. The record shows that the taxpayer's 
tttornevs came to Washington and held a conference. It was Toltlow 
ing the conference that the word was relayed back » Ne ‘ww York to 
the special agents and Mr. Baradel in the special age nt’s office that 
the case should be closed as a voluntary disclosure. 

Mr. Byrnes. That was after Mr. Bolich became Assistant Com 
missponer ¢ 

Mr. Crovurer. ‘That is correct. 

Mr. DeWrunp. As to Special Agent Clayton and the technical ad 
viser, Mr. Baradel, and the other people, your finding is not that they 
made any wrong decisions, but simply Mr. Bolich made the decision 
which you considered wrong, not to prosecute the case / 

Mr. Crovuter. That is correct. As a matter of fact, the question of 
voluntary clisclosure Was carefully considered by the special agent 
who investigated the case and also by Mr. Baradel prior to the time 
that 1t was ruled upon in Washington. The record up there shows 
and the special agent's report states in part as follows: 


Mr. Baradel advised the taxpayer's representative that the case did 
qualify as a voluntary disclosure. 


[ am not sure as to the exact date of that ruling, whether Mr. Bara- 
del at that time had ruled on it as special adviser or as special agent 
in charge. But my note here indicates that when he made that ruling 
he was special adviser in charge up there. 

In other words, a case while it is under investigation would fre 
| thy aive rise to such a question and, before the special agent 
comple tes his examination and spends time and money running down 
all the facts. they would thrash out this question as to whether it was 
a case that should be closed or whether it could be prosecuted, 

Mr. DeWunp. This was a case in which an affidavit was filed that 
in oral voluntary disclosure had been made sometime previously! I 
believe Maurice Smith filed an affidavit with Mr. Baradel stating he 
had made an oral voluntary disclosure. 

Mr. CROUTER Yes It sacase V here there Was some Controversy 
between the taxpayer's representative and the revenue agent and the 
special agent on that score, particularly the revenue agent. The facts 

= to the volunt: ary Cise losure ingle showed that a revenue avent Ly 
we name of Scherm had made a reeular investigation for | year 
ind he had discovered some additional tax of about $14,000. His re 
pert relating to that additional tax was under review in the office of 
the revenne agent mn charge. Then. before that matter was com 
pleted, a Form 917. an in formation form. was referred over from the 
Brooklyn revenue agent’s office. That came along to this Revenue 
Agent Scherm for Investigation. 

Mr. DeWrnp. Was that information from a customer of Pattullo 
Modes that had been picked up in an audit of the customer ? 

Mr. Croutrer. The information came in. Whether it came from the 

istomer originally on ‘eas other source, I do not recall. Sut there 

as a definite list of cash sales from a customer of the taxpaver and 

rve amounts of sales wv vhich were brought to the revenue agel r 
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attention. He was checking those sales back into the records 
Pattullo Modes. He then discovered that a great deal of this busines 
was not on the records, so he went into the books and records of th 
taxpayer and into that matter further pursuant to the additional in 
formation which had been furnished to him. He was on a regula 
investigation when this question at a later date of making a voluntary 
disclosure came up. 

Mr. DeWrnp. Is it not a fact that Maurice Smith, the accountant, 
filed his affidavit that a voluntary disclosure, oral disclosure, had bee) 
made approximately a year or year and a half after the matter had 
come, that it had not been mentioned until th: at time / . 

Mr. Crowrer. It was a good many months later. The exact period | 
do not have, but I know it was considerably after the date when the 


contended a voluntary disclosure had been made. 


Mr. DeWrnp. Is it the finding of your group that the wrong de 
cision was this decision not to prosecute that was made by Mr. Bolich ’ 
Is that the substance of the finding / 

Mr. Crourer. That is correct. 

Mr. DeWinp. Was the decision not to prosecute in the case bass 
upon voluntary disclosure, or was it based upon cooperation by th 


taxpayer ¢ 
Mr. Crourrer. Well, it was apparently a double-barreled dispositio 
along that line. The language used in a memorandum or brief in thu 
ise tiled by the taxpaver’s representative was that “After the dise 
sion with Mr. Bolich it was considered that, while the case might not 


rege lly be considere | n voluntary disclosure Cuse, nevertheless, 


xpayer continued to cooperate in every way in completing tl 


iit’ 
" 


Investigation an 1 in rendering every 
end, the case would be ove nano prosection consideration.” 

That is very peculiar language and that is the reason I wanted t 
read it, because that is the way the case was disposed of. In othe: 
words, if ap parently was that if those things happened, why, it wou! 


ASSIST: mce possible tow urd 


be a no-prosecution case. 

Mr. Kean. This was what the counsel for the taxpayer said, th 
memorandum ¢ 

Mr. Crourrer. Yes. He filed this memo in the case at New Yor! 
vhere the case was really being handled. The accountants there wer 
quoting, as I recall, the substance of the decision which was made 
Washington by Mr. Bolich. 

Mr. Kean. Was it really being handled in New York? New York 
cume to one decision and then Mr. Bolich came to the other. Mi 
Bolich being in charge, naturally his decision carried / 

Mr. Crourer. Yes. Mr. Bolich in effect overruled the handling a1 
the ruling on the case at New York, although the files and the invest 
cation were all handled at New York. 

I might state just toc miplete the picture on that, to show how th 
e arose, Mr. Bolich learned something about this case while he wa- 
I] at Ni W York bec ause the file shows on Augus i ah 1948, Mr. Bolic! 
au stutus re ais 0 


en 
st 
wrote a memorandum to the squad leader requestiny 
thi identi enl ‘ase aus soon as possible. So Mr. Bolich appare tiv 
learned saieiaiin about the case at both ends of the line. 

Mr. ro iN. August 5, what vear / 

M.. Croutrr. 1948, 

Mr. Ks iN. Was that just before he went to Washington / 
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Mr. Crourer. Yes. It was about the end of August that he left 
New York and came to Washington. 

Following that request the special agent made a written report of 
the case. That is dated August 6, 1948. That report definitely called 
to the attention of the officials there these unreported sales. It listed 
unreported sales for three different years with amounts of roughly 
39,215, for another year $33,626, and for still a third year $66,597. 
Phose were the identical transactions and omissions of the taxpayer 
corporation which were under investigation at that time. 

Mr. DeWinxp. Did Revenue Agent Scherm indicate that any volun 
ary disclosure had evel been made to him ? 

Mr. Croutrer. Yes, Revenue Agent Scherm—and his records sup 
ported him—were to the general effect that his investigation started 
ong prior to this time when it was contended that the taxpayer and 

s representative had made a voluntary disclosure. 

Mir. DeWrnp. In fact. did not Revenue Agent Scherm state he had 
taken the matter up, the matter of unreported sales, up with the ac 
ountant Maurice Smith before there was any disclosure of any kind 
0 him ¢ 

Mr. Crowrer. That is correct. That was after the revenue agent 
acd this definite information from other sources that he was investi- 

cated. There is con iderable eV idence in the files—there would have 
to be—showing these written statements of the alleged fraud were 
called to Scherm’s attention, and in the first instance to Mr. Wheeler, 
who is the revenue agent in charge. As a matter of fact, on February 

1948. Mr. R. A. Wheeler. the revenue agent in charge in the upper 
New York revenue office, wrote a letter to Mr. Bolich, special agent 
! mreve, regarding this same Pattullo Modes. Inc. ady ising’: 

rhis office has under investigation the income tax liability of the above 
med taxpayer \ preliminary investigation indicates evidence of fraud. 

So in that manner the case was sent to Mr. Bolich’s office for in 
vestigation on Feb nary 5, 1948. 

Mr. DeWixp. When you made your examination of this case did 
on find anv evidence in the case that before it was reopened by this 
ommittee anybody had made any charges that the case had been 
losed improperly ¢ 

Mr. Crovuter. Yes. The retained file in the office of the special 

nt in charge in New York contained, among other things, the 

ginal of a document addressed to the Federal Bureau of Investiga- 
tion at Washington, D. C. I do not believe that was dated, but the 
postmark was November 1, 1949. That document alleged irregu- 
larities in connection with the handling of the case of one of the 
stockholders and it also mentioned the name Pattullo. ‘The name was 
ot quite correct, but it mentioned Pattullo, Ine. 

Mr. DeWinp. What was the charge made in that anonymous letter 

1949 ¢ 

Mr. Crowrer. The charge was that a review of the returns for two 
of the years stated will show gross evidence of fraud as well as bribery 
of income tax collectors. both local and Federal. 

Mir. DeWrnp. Was that a matter investigated in 1949 when the 
charge was made anonymously ¢ 

Mr. Crovuter. No; it was not. 

Mr. DeWrnp. So the case remained closed until this committee 
held hearings in New York in August of 1951? 
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Mr. Crovrer. Apparently so. It was closed for a long time. 
Mr. Byrnes. What course did that letter take that was addressed 
to the FBI? Does the letter show to whom the FBI forwarded it 
and then how it got into this file in New York ¢ 

Mr. Crovurer. There was a transmittal memorandum in the file, 
as I recall. I made a finding on that subject. The retained file 
up there showed that the anonymous communication was sent to the 
FBI at Washington, D. C., and then it was referred to the Intelli 
gence Unit of the Bureau at Washington. From the Intelligence 
Unit it was referred to the office of the special agent in charge. 

Mr. Byrnes. They sent it for investigation to the same unit that 
would be guilty of improper handling of the case / 

Mr. Crourer. They sent it to the same special agent’s office which 
had handled the case. It was filed. 

Mr. Byrnes. That is what you would expect to be done under 
those circumstances. 

Mr. Crovrer. Certainly, if they did not want the matter investi- 
gated. 

Mr. Byrnes. If they were guilty of mishandling the case, that 
would be the logical thing for them to do; file it and forget it. 

Mr. Crovrer. I do not know if that was a logical or prudent thing 
to do or not, to file evidence of that kind. That is just the fact 
that happened. 

Mr. Byrnes. They should have filed it in the waste basket. 

Mr. Crovurer. There might have been other places. We did not 
attempt to find out what happened there. We talked to Mr. Bara 
del, who was special agent in charge, who had custody of these files 
and who knew something about the closing of that case. His re 
sponse was that this statement did not allege anything sufficientl) 
definite or particular to call for an investigation. As far as he knew, 
it was not investigated. 

Mr. DeWrnp. If I could go back now—vou have mentioned tly 
name of the taxpayer and its principal stockholders and officers who 
were involved. Who represented the taxpayers in this matter a 
counsel / 

Mr. Crovrer. Well, the New York record showed there were at 
torneys, James D. Saver, and the other one was Martin Schwaebe 
Then there was a Mr. Irving Davis. I think Mr. Davis also was a 
attorney, but I am not certain as to him. 

Mr. DeWrnp. Are there any other taxpayers’ representatives tha 
appeared of record / 

Mr. Crovrrer. Not according to the file we had. Those were th 
only representatives of record. 

Mr. DeWrnp. Those are the representatives in connection wil 
the consideration of the criminal case, is that correct ? 

Mr. Crovrer. That is correct, the fraud investigation, both of th 
corporation and the individuals. There were individual tax liabil! 
ties of the officers here as well as the corporation which were unde 
investigation and consideration. 

Mr. DeWinp. You have indicated that the volunteer disclosure wa 
turned down in New York. It was claimed by Maurice Smith i! 
an affidavit that he had made a voluntary disclosure to Revem 
Agent Scherm and that was rejected by Mr. Baradel, is that right ‘ 
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Mr. Crouter. That is correct. That is what the New York file 


“Hows. 

Mr. DeWunp. That affidavit of Mr. Maurice Smith was filed in 
October of 1948, is that correct 4 

Mr. CROUTER. I do not believe I have that date stated here. | just 
ave a memorandum from the file. I do not now have the complete 
file. 

Mr. DeWrnpv. That is my recollection. That is the matter in con- 
nection with which Mr. Maurice Smith is now under indictment. He 
has been charged with filing a false statement with the Federal Gov- 
ernment, the alleged statement which is that affidavit of October 1946. 
Hoes that not appear from your file there ¢ 

Mir. CROUTER. I know there is an indictment pending on that matter. 

Mr. DeWrxp. When did the matter first get to Mr. Bolich in Wash 
ngton? Does your file show that? How was it taken up with him ¢ 

Mr. Crovuter. The time element is difficult to reconstruct. In other 
words, it is difficult to tell when some of these things happened between 
the dates of November 4, 1948, and early in January 1949 when the 
case was being closed out. The file did not indicate from day to day 
t xactly when they held conferences and W hen it was closed. 

Mr. DeWrnp. After Mr. Baradel had rejected the claim of volun- 
teer disclosure it was taken up with Mr. Bolich some time between 
November 4 of 1948 and early in January. Who discussed it with 
him at that time on behalf of the taxpayer? 

Mr. Croutrer. | have not examined the Washington record on that, 
f there was any record made. The only information reflected by the 
New York file was this memorandum I previously mentioned. ‘This 
vas filed in the case at New York on January 10, 1949. It referred to 
this prior conference with Mr. Bolich at Washington, 1 think. It is 
definite enough so I found James D. Saver and a Mr. T. Vincent 
Quinn, who around that time had been a member of the same firm of 
Mr. Schwaeber. I think both of those appeared at the conference. 
That is what is indicated by the file. 

Mr. DeWinp. It was at that conference that Mr. Bolich said that 
on the basis of co eration, continued cooperation, the case would 
be given a no-prosecution treatment according to Mr. Saver’s memo- 
randum, is that rght / 

Mr. ¢ rouTER. That is correct. That isthe wav the case was handled 
at New York. 

Mr. DeWinpb. How was that decision of Mr. Bolich transmitted to 
Mr. Baradel in New York? Was it conveyed to him by Mr. Saver 
or did Mr. Bolich convey that decision directly ¢ 

Mr. Crouter. There were some direct contacts between Mr. Bolich 
and Mr. Baradel. I have a note here to a number of diary entries 
that Mr. Baradel made, particularly between November 21 and De- 
cember 1, 1949, and also January 5 of the following year. I am unable 
to state exactly whether that refers to any telephone calls between 
those two officials or whether some of it might have related to some 
occasion when Mr. Bolich was in New York. Mr. Baradel explained 
to us that he sometimes would see Mr. Bolich when Mr. Bolich came 
back to Brooklyn where, as I understand, he had a home, sometimes 
on a week end. If I had the original of a report which was made, I 
think it has copies of those diary notes. 
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Mr. DeWinp. Did Mr. Bolich make this decision without any prio: 
consultation with Mr. Baradel or the special agent who was handling 
the case? 

Mr. Crourer. As far as we could find, that is what happened. In 
other words, it was a decision made in Washington, and the New York 
file and the facts we could ascertain there did not show that either 
Mr. Bolich had the file before him or any of the facts reflected from 
the file. The files do not show that Mr. Bolich contacted anyone in the 
New York office to ascertain the facts prior to the ruling on the case. 

Mr. DeWrnp. So the decision was personal to Mr. Bolich and it 
was not based upon compliance with requirements of the voluntary 
disclosure policy, but simply on an offer of cooperation ? 

Mr. Crouter. I want to make it clear that we recognized that some 
things may have happened that are not shown by the file. For in 
stance, a telephone call. If I could see the original diary notes on this 
case, and I think I can examine those during the noon recess here, to 
ascertain what Mr. Baradel’s diary notes show, I think they will 
reflect the answer to that. 

The file in New York did not contain any letter or memorandum or 
any official ruling or disposition of the case by Mr. Bolich acting on it 
as Assistant Commissioner, if that helps to answer your question. | 
mean one made by Mr. Bolich. 

The file up there in New York does state, and the special agent's 
report stated, facts about the case. Then the report reads in part as 
follows: 

In view of the commitment by higher authority for no prosecution conside 
ation of this case, criminal prosecution is not recommended. 

Mr. DeWinp. Is that Mr. Baradel’s memorandum or is that M1 
Clayton, the special agent’s? 

Mr. Crovurer. That is the report of Mr. Clayton, the special agent, 
which was approved by Mr. Baradel in closing the case. 

Mr. DeEWinb. What is the date of that memorandum ? 

Mr. Crourer. That is the special agent’s entire report on the case. 
The date is November 16, 1949. That is a good many months afte! 
the conference was actually held. That is a 714-page report on the 
case. I bring out the pages because usually, after a very complete and 
thorough investigation of a fraud case, it takes a good deal more than 
714 pages to bring it up, especially if it involves anything like a qua 
ter of a million dollars. 

Mr. DeWinp. Is this about what the Pattullo Modes case involved / 

Mr. Crourer. Yes. The corporation case and the individuals 
would approximate that figure. 

Mr. DeWinp. That is, the tax liability that was considered in tl. 
criminal prosecution case was about a quarter of a million dollars? 

Mr. Crovrer. That is with the penalties. The taxes alone add up 
to about $154,900, or roughly $155,000. That is corporation and 
individual. 

Mr. DeWrnp. Those are the amounts that were under consideratio! 
for criminal-prosecution purposes; is that right ? 

Mr. Crovrer. That is correct. 

Mr. DeWrnp. The civil liability for nonprosecution purposes can 
frequently be much greater ? 
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Mr. Crourer. Well, sometimes there is a difference, but in this case 
there were not two sets of figures, if that is what you mean. By that 
I should explain sometimes there will be controversy on the civil 
adjustments that really in themselves do not involve fraud. They 
are treated as proper civil adjustments but not fraud. However, it 
really doesn’t make much difference if you have that type of adjust 
ment in a criminal case, because the district court is only concerned 
with the question of whether there was any substantial amount of tax 
due that the taxpayer attempted to evade or defeat. The Tax Court 
again, as to the civil-fraud penalty, that statute reads if any part of 
any deficiency is due to fraud with intent to evade tax, then the 50 
percent shall be added on. So it does not require that all of the case 
be fraudulent either to prosecute or to sustain the 50-percent civi] 
penalty. 

Mr. DeWrnp. Is it vour impression that in the settlement of the 
civil liabilities following the abandonment of criminal prosecution 
there was not a much larger amount involved ¢ 

Mr. Crovrer. According to the investigation, the figures I have 
mentioned here covered the civil liabilities which were disclosed. 
However, I recall there were some controversial elements involved in 
the civil case. There was one point and one set of adjustments which 
might have given rise to larger civil liabilities. I think those mat 
ters were considered after this case was closed temporarily for crim 
inal purposes. 

Mr. DeWrnp. You have not attempted to review in any way the 
propriety of the subsequent elvil settlement, have vou! 

Mr. Croutrer. That is correct. I have not gone into the merits of 
that. 

Mr. DeWrnp. Is it vour understanding that the civil settlement 
has also been reopened and is now under reconsideration / 

Mr. Crovurer. It was my information that it has not been finally 
closed. Of course, such matters are never really finally closed until 
the statute of limitations expires, unless a taxpaver has a closing 
agreement or a court decision. In other words, such matters may be 
reopened, and frequently are, merely as civil matters if they have not 
been correctly closed. 

Mr. DeWrnp. The case was closed civilly and criminally / 

Mr. Crovurer. The taxpayers representatives in the corporation 
ease signed an agreement to the civil liability disclosed by this first 
investigation. As I recall, the individuals signed agreements to 
smaller amounts of liabilities. It was closed at least temporarily on 
such basis in the office of the revenue agent. I do not think those cases 
are finally closed in the Bureau as a whole. 

Mr. DeWinp. That is, they ‘we ave been reopened since this time? 

Mr. Crourer. I think the vy have been further considered. 

Mr. DeWrnp. Since last August the case has been reopened both 
civilly and under your review because of the criminal case ¢ 

Mr. Crovrer. That is correct. 

Mr. DeWrnp. For the time being I have no more questions of Mr. 
Crouter. I believe it would be well if he could spend the rest of the 
day here. 

Chairman Kine. I might say it has been some time since we have 
had a witness who could so clearly and succinctly clear difficult matters 
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for us. I think the Commissioner should be complimented in going all 
the way out to our home town to find you. I desire, too, for you to 
have the committee’s compliments. You can pass them on to your 
colleagues on your study. I think it is a very worth while set-up that 
has been made. 

Would it be fair to judge from your findings that voluntary dis 
closure procedures at the Bureau through the years could be and on 
many occasions have been taken advantage of improperly ‘ 

Mr. Crourer. Yes. I do not think there is any doubt about that 
whatever. It isa policy that had a lot of pros and cons. It is a policy 
that was sponsored by many high officials in the Treasury Department 
and one that the Department of Justice went along with and in a great 
many cases and fora number of years. As I see the picture, gradually 
the practitioners moved in and usurped and warped and strained the 
policy until they overworked it. In my humble judgment they called 
for exactly what they got through their misuse of the policy. 

The Commissioner apparently—although I know nothing about the 
reasons why he changed it—felt it had been misused so much that, as 
a first or second full-ditch defense, it would have to be abolished 
There is no doubt whatever that it was being misused. There would 
often almost be a race between a special agent to get to a taxpayer's 
office and look at his books and the taxpayer and his accountants run 
ning to the collector's office or the revenue agent’s office to make a 
disclosure. Sometimes it got so close they would have to compute 
what time of day one was doing one and one was doing the other 

Mr. Kern. The same evil was in the health program ¢ 

Mr. Crouter. Yes. Even doctors and physicians of reputable stand 
ing have conceded when this matter had been discussed that, medica! 
terminology and examinations being what they are, that a taxpayer’ 
own physician or a disreputable physician so very easily colored the 
record enough as to his auricular disturbance or arteriosclerosis. They 
could make it so mystifying on the record that a prosecutor would 
hesitate to go into court, or administrative officers in view of this 
policy would hesitate to move a case for prosecution, when they had 
such a medical statement. That in my judgment was being overworked 
also. However, that is a more serious angle of these cases than the 
voluntary disclosure. And particulary the health consideration is one 
that still would have to be considered to some extent as to whether a 
man is really able to stand trial. Where a case goes to prosecution, 
we all know, frequently the district judge, if he really has any doubt, 
can and does determine such question. Sometimes he will have his 
physician or some reputable expert that the judge relies upon m: ake 
an examination. So there should not be any great hardship unde: 
our present policies in my opinion. 

Chairman Kine. We thank you for your cooperation, Mr. Croute: 
We appreciate the information you have given. 

Mr. Crourer. I am very glad to be here on behalf of the Bureau. | 
certainly appreciate your kind remarks. I will pass them on to m) 
coworkers. 

Chairman Kine. Mr. Marks. Do you solemnly swear that tl: 
testimony you will give will be the truth, the whole truth and nothing 
but the truth, so help you God ¢ 


Mr. Marks. I do. 
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TESTIMONY OF MORTON MARKS, LAWRENCE, N. Y., ACCOMPANIED 
BY COUNSEL BORIS KOSTELANETZ, NEW YORK CITY, AND NAHUM 
A. BERNSTEIN, NEW YORK CITY 


Mr. DeWinp. What is your full name, please, and please identify 
your counsel who are attending. 

Mr. Marks. Morton Marks, and Mr. Boris Kostelanetz is on my 
right and Mr. Bernstein is on my left. 

Mr. DeWixp. How do you spell your name / 

Mir. Bernstein. N-a-h-u-m A. B-e-r-n-s-t-e-i-n. 

Mr. DeWinp. Mr. Marks, what is your residence address, please ¢ 

Mr. Marks. 22 Sunset Road, Lawrence, N. Y. 

Mr. DeWinp. You have been identified here as an officer and stock- 
holder of Pattullo Modes, Inc., a New York corporation; is that cor- 
rect 

Mr. Marks. I must respectfully refuse to answer that question on 
the grounds that it might tend to incriminate me. 

Mr. DeWinp. To your knowledge, Mr. Marks, in connection with 
the settlement of your Federal tax liabilities and the disposition of 
the criminal fraud investigation of you and the corporation and other 
officers and stockholders of Pattullo Modes, was any bribe offered or 
paid to any official of the United States Government ¢ 

Mr. Marks. I must refuse to answer that question on the same 
grounds, sir. 

Mr. DeWinp. What are those grounds? 

Mr. Marks. On the grounds it might tend to incriminate me. 

Mr. DeWinp. That the answer to that question, if given by vou, 
") alt tend to Indic ite that you would be guilty of criminal conduct ; 

Mr. Marks. [I must refuse to answer that question, sir. 

Mr. DeEWinp. On what grounds? 

Mr. Marks. On the grounds that it might tend to incriminate me. 

Mr. DEWinb. Mr. Marks, how old are you ¢ 

Mr. Marks. Forty-four, sir. 

Mr. DeWtnp. In what business are you now engaged ¢ 

Mr. Marks. I must refuse to answer that question, sir, on the grounds 
that it might tend to incriminate me. 

Mr. DeWinb. Mr. Chairman, I would suggest that Mr. Marks should 
e directed to answer that question. 

Chairman Kine. Read the question back. 

(The question was read by the reporter. ) 

Mr. Marks. Mr. Congressman, I must respectfully refuse to answer 
hat question on the grounds it might tend to incriminate me. 

Chairman Kine. | hereby direct you to answer the question. 

Mr. Marks. Iam verysorry. I cannot answer that question. 

Mr. DeWrnp. Mr. Marks, who were the counsel retained by Pat 

llo Modes to represent the company in connection with its Federal 
tax habilities for the years 1942 to 19457 

Mr. Marks. I must also refuse to answer that question, sir, on the 
crounds it might tend to incriminate me. 

Mr. DeWinp. You refuse to state the names of your counsel? 

Mr. Marks. Yes, sir. 

Mr. DeWinp. Were you represented in connection with those liabili- 
ties or were you and the corporation represented by the firm of Schop- 
pick & Davis in New York City? 
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Mr. Marks. I must refuse to answer that question om the san 
grounds. 

Mr. DeWrnpv. Were you represented by Mr. Irving Davis? 

Mr. Marks. I must refuse to answer that question on the grounds 
might tend to incriminate me. 

( The question was read by the reporter.) 

Mr. DeWinp. Do you know a person named Max Halperin? 

Mr. Marks. I must refuse to answer that question on the grounds 
might tend to incriminate me. 

Mr. DeWinxp. Was Pattullo Modes and any of its officers or stock 
holders represented by the law firm of Saver, Schwaeber & Quin 

Mr. Marks. I must refuse to answer that question on the sam: 
grounds, 

Mr. DeWinp. Mr. Chairman, I suggest Mr. Marks should be di 
rected to answer the previous two questions. 

Chairman Kine. Read the questions back. 

(The reporter read the previous two questions. ) 

Chairman Kine. The first question I hereby direct you to answer, 
Mr. Marks. 

Mr. Marks. Mr. Congressman, I respectfully submit I am very 
sorry I cannot answer that question on the grounds it might tend to 
incriminate me. 

Chairman Krne. I hereby direct you to answer the concluding 
question read. 

Mr. Marks. I must refuse on the same grounds. 

Mr. DeWinp. Mr. Chairman, I understand the committee wish: 
to adjourn now for the luncheon recess. Would 2: 30 be a satisfactory 
time / 

Chairman Kine. Yes. Mr. Marks, you will return at 2:30. 

(Whereupon, at 12:45 p. m., the committee recessed until 


o)* 


p.m.) 
AFTER RECESS 


Chairman Kine. Come to order. 
Mr. Marks, please. 


TESTIMONY OF MORTON MARKS, ACCOMPANIED BY COUNSEI 
BORIS KOSTELANETZ AND NAHUM BERNSTEIN—Resumed 


Mr. DeWinp. Mr. Chairman, in the executive session of this cor 
mittee conducted on September 25, 1951, Mr. Samuel Cohen. who 
been identified as one of the owners and stockholders of Pattu 
Modes Co., appeared before the committee and was asked this questi: 

Now, sir, did anyone in your behalf or on behalf of Pattullo Modes, Ince., or 
behalf of anyone connected with Pattullo, Inc.. ever bribe an officer of the U: 
States in connection with the income-tax liability of Pattullo Modes, In 
anyone connected with that corporation? 

Answer. I refuse to answer on the grounds it might tend to incriminate me 
On that same date, Mr. Chairman, Marjorie Segel, who has b 
identified as an officer of Pattullo Modes, appeared before the con 
mittee and was asked the following question and made the following 

answer: 

Mrs. Segel, do you know whether or not you or someone connected with Pattu 
Modes, Inc., had occasion to bribe anybody, any officer of the United Sta 
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Government, either directly or indirectly, for the purpose of influencing his 
cision in connection with the income-tax liability of Pattullo Modes, Inc., or 
someone connected with Pattullo Modes, Inc.? 

Answer, Same answer 

Question. That is, you refuse to answer this question on the grounds the answet 

ht tend to incriminate you? 

Answer. Yes, sir 

Mr. Chairman, on that same date Mr. James A. Zipser, who has been 
( entified as an officer of Pattullo Modes, appeared before this com 

ittee and was asked the following: 

Ibid vou yourself or do you have knowledge of anyone, direct or indirect, 

bing any officer of the United States to influence his decision in connection 

the income-tax liability of Pattullo Modes, Inc., or anyone connected with 
lat corporation ¢ 

Answer. I must refuse to answer that question on the same grounds 

Question. That is, on the ground that the answer might incriminate you? 

Answer. That it might tend to incriminate me 

Mr. Marks, did you knowingly file a false individual Federal income 
tax return for any of the years 1942 to 1945, inclusive ¢ 

Mr. Marks. I must refuse to answer that question, sir, on the grounds 
hat it might tend to incriminate me. 

Mr. DeWinp. Mr. Marks, did you for any years 1942 to 1945, in 
clusive, knowingly file a false income-tax return with the State of New 
York ¢ 

Mr. Marks. [I must refuse to answer that question, sir, on the grounds 
tf mght tend to incriminate me. 

Mr. DeWinp. Mr. Chairman, 1 suegest that the witness be directed 
to answer both of the last tv o questio) S. 

Chairman KING. Re ad the quest ons back, Mr. Reporter. 

The record Was read by the reporter. ) 

Chairman Kine. [ direct you to answer the first question. 

Mr. Marks. Mr. Congressman, [ must respectfully decline to answ 

ose questions on the grounds it might tend to incriminate me. 

Chairman Kine [ cirect you then to answer the second question. 

Mr. Marks. Iam sorry, sir, | must refuse to answer on the grounds 

I ivht tend to iInerin nate me. 

Mr. I>) \\ IND. Mi \i ins, do you know Josephine Copeland / 

Vir Marks. I must refuse to answer that question, sir, on the 
grounds it might tend to incriminate me. 

Mr. DeWinp. Mr. Marks, to your knowledge did you or did any 
body else on behalf of Pattullo Modes, Inc., deliver to Jose phine ( ‘one 
land or to any representative of Josephine Copeland false statements 
of earnings of Pattullo Modes, Inc., for the purpose of willfully mis 


representing to Mrs. Copeland the earnings of the corporation / 
Mr. Marks. I refuse to answer that question, sir. 

t might tend to incriminate me, 
Mr. DeWinp. Mr. Chairman. I think it would be well to direct the 
tness to answer each of the last two questions. 
Chairman Kine. Read the last two questions, Mr. | 
(The record was read by the reporter. ) 


on the grounds 


— 


weportel 


Chairman Kine. Do vou refuse to answer any of those questions 
spite of the fact vou were directed to do so? 

Mr. Marks. I must decline to answer those questions. 

Mr. Byrnes. State vour grounds. 

Mr. Marks. On the grounds it might tend to incrim 
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Mr. DeWrnp. Mr. Chairman, in view of the continued refusal of 
the witness to answer these questions, I have no further questions. 

Mr. Curtis. Mr. Chairman. 

Chairman Krxg. Mr. Curtis. 

Mr. Curtis. Do you know Mr. Daniel A. Bolich ¢ 

Mr. Marks. May I confer with counsel / 

Chairman Kine. Yes. 

Mr. Marks. [am sorry, sir. I must refuse to answer that quest 
on the grounds it might tend to incriminate me. 

Mr. Curtis. If you do not know, would that incriminate you / 

Mr. Marks. No, sir. 

Mr. Curtis. Then you do know him / 

Mr. Marks. I must refuses to answer that question on the grounds 
it might tend to incriminate me. 

Mr. Curtis. Have you ever discussed your tax case or the tax cas 
of Pattullo Modes with Mr. Daniel Bolich ¢ 

Mr. Marks. I must refuse to answer that question, sir, on 
grounds it might tend to incriminate me. 

Mr. CURTIS. Have you ever discussed your tax case or the Case of 
Pattullo Modes with any other official in the Bureau of Intern 


? 


Revenue / 

Mr. Marks. I must refuse to answer that question on the grounds 
it might tend to incriminate me. 

Mr. Curtis. That ts all. 

Chairman Kine. You may be excused. 

Mr. Schwaeber, will vou be sworn. Do you solemnly swear that 
the testimony vou are about to give will be the truth, the whole truth, 


and nothing but the truth, so help vou Grod / 
Mr. Scuwaerser. I do. 


TESTIMONY OF MARTIN SCHWAEBER, NEW YORK CITY 


Mr. DeWinp. Please give your full name. 

Mr. Scuwarner. Martin Schwaeber. 

Mr. DeWinp. You are an attorney / 

Mr. Scuwarper. Yes, sir: Tam. 

Mr. DeWinp. What is vour office address ¢ 

Mir. Scriowarsper. 37 Wall Street. New York Citv. 

Mir. DeWinp. Are vou a member of a firm / 

Mr. Scuuwarner. Not at the present time. 

Mr. DeWinp. You are practicing law as an individual pra 
tioner / 

Mr. Scrowarner. Yes, sir. 

Mr. DeWinxp. Have vou belonged to a law firm since the beginn 
of L9AT 

Mr. Scuwarner. Since November, December of 1947 I joined w 
Mr. James D. Saver. We formed a law partnership until August of 
i9ts. In August of 1948 Mr. T. Vincent Quinn jomed the firm a 
it became Schwaeber, Quinn & Saver, until February 17, 1950. 

Mr. DeWixp. What happened then ¢ 

Mr. Scuwarner. 1 was appointed to the municipal court bench 

Mr. DeWinp. At that time you dissolved the partnership 4 

Mr. Scuwarpner. Yes, sir. 
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Mr. DeWixp. How long did vou serve as a municipal court judge in 
the city of New York? 

Mr. Scuwarner. December 31, 1950. 

Mr. DeWinpb. Since that time vou have been practicing law / 

Mr. Scuwarsner. Alone. 

May I say this at this time’ When I say practicing law alone, 
whatever cases we had that were hold-overs from the old firm, either 
Mr. Saver or I would finish them. Any new cases were mine if I re 
ceived them. Any new cases he received were his. 

Mr. DeWinp. Were vou at one time an assistant United States 
attorney inthe Brookly n office ¢ 

Vr. Scuwaepner. 1934. I believe. I don't remember the exact date. 
It was about a 12 or 14 months’ period starting at the end of 1933 and 
running through 1934 

Mr. DeWinp. From 1934 what did you do? 

Mr. Scuwarner. | was appointed assistant district attorney of 
(Jueens County. 

Mr. DeWIND. How long clid vou hold that position / 

Mr. Scuwarner. Until Tb went on the bench February 17, 1950. 

Mr. DeWixp. In that capacity vou were permitted under the law 
of New York fo continue a pi ivate law practice ¢ 

Mir. Scurwaener. Yes It was under the instructions of the dis 
trict attorney of the particular COUNTY. If the district attorney of 
that particular county objected to it, vou didn’t practice. 

On the other hand. if he allowed vou to practice, you did. My supe 


rio did allow 1 S10] ractice, 
Mr. DeWinp. Wher you were an assistant United States attorney 


was the situation the same / 

Mr. Scuwarser. We didn't practice at that time. 

Mr. Dt WiuINp. Phat was forbidden / 

Mr. Scuwarper. In 1933 and 1934 I don’t think it was forbidde 
It isn’t the same rule a they have now where you have to get waivers 
At that time, if mv re ollection serves me correctly, you couldnt en 
gage in anything in your office as a United States attorney. I be 
heve that was the rule I don’t remember exactly. 

Mr. 1)y WIND. Mr. = hwnae ber. h ive you acted ais coll se] to Pattullo 
Modes, Inc.. or a \ of its officers or stockholders ¢ 

Mr. Scuwaser. Instead of answering the question directly, may | 
eive a little of the background, or would you rather have a direct 
answer ¢ 

Mr. DeWtnp. You go ahead. 

Mr. Scuwarser. I never met any of the officers or stockholders of 
Pattullo Modes up to this moment. The first one T ever saw was the 
man seated here. The only conversation I had with anybody, the 
first conversation I had was. I think. the latter part of November of 
1947 or the early part of December of 1947 with a man named Irving 
Davis who was a member of the firm of Schoppick & Davis who I had 
known fora few vears. 

Mr. DeWinxp. Did Mr. Irving Davis call you for the purpose of 1 


/ 


nining vou as counsel in the case / 
Mr. Scrwarner. Mr. Davis came to see me in my uptown office. 1 
dont remember whether he was alone or whether he was with Mr. 
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Mr. DeWinpb. Mr. Hotiman ¢ 

Mr. Scuwarser. Hoffman. 

Mr. DeWinp. Who was he? 

Mr. Scuwaner. Milton Hoffman, associated with the firm of Schop 
pick & Davis. 

Mr. DeWinp. Is Mr. Hoffman a lawyer? 

Mr. Scuwarser. I frankly don’t know. I thought he was. I don't 
know exactly what he is. 

Mr. DeWinp. Mr. Davis was either alone or with Mr. Hotlman when 
he came to see you ? 

Mr. Scuwarser. That is right. They said they had a case they 
would like to have us represent them in, a voluntary disclosure case 
Mr. Saver was present at the time. We discussed it briefly. 

Then they came back some time in February 1948. From there 
on in Mr. Saver took over and he handled the case and had the con 
sultations with whatever Government officials it was necessary to 
have them with. 

Mr. DeWinv. When did this— 

Mr. Scuwarpner. May I interrupt? We were retained by Schop 
pick & Davis. We received our fee from Schoppick & Davis. 

Mr. DeW inv. When did this retainer first take place? This con 
versation where they asked you to represent them, I mean. 

Mr. Scuwagser. There was talk of it in November or December 
of 1947. We were not retained. Then they came back some time in 
hebruary, talked to Mr. Saver. 

Then the powers of attorney I think are dated—I haven't seen 
them: Mr. Saver has them—dated sometime in March. We received 
a check in March of 1948. 

Mr. DeWino. What did Mr. Irving Davis want you to do in co 
nection with the case? What were the duties of your law firm to be / 

Mr. Scuwagrser. As I understood it at the time, or rather it is my 
recollection, they had a voluntary disclosure and wanted us to rep 
resent them at the revenue agent’s office. 

some question had arisen on it and they wanted us to represent 
them at the revenue agent's oflice at the uptown area, the Ninth Avenue 
oflice it is the third district, I believe—and convince them that it 
was a voluntary disclosure. 

Mr. DeWiINb. Were you to represent them before the Intelligenc: 
Unit. too 4 

Mr. Scuwarser. There was no question of that at this time. Thx 
conversation at that time was with respect to the voluntary disclosure 
up at the Ninth Avenue office. That was in February. 

Mr. DeWinpn. Of 19484 

Mr. Scuwarpner. Yes. 

Mr. DeWinp. What retainer did they pay you in February L945 

Mr. Scuwarser. Nothing. 

Mr. DeWinxp. Nothing was paid then / 

Mr. Scuwaerer. No, sir. 

Mr. DeWinvo. When did you first receive » payment ? 

Mr. Scuiwarner. Mr. Saver has the dates. I will give you my bes‘ 
recollection. Ithink it was sometime in March 1948. 

Mr. DeWinp. About a month after you were retained ? 

Mr. Scuwarper. Yes, sir. 


; 
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Mr. DeWinp. What was the amount of the fee? 

Mr. ScuwarsBer. $3,500. 

Mr. DeWinpv. Was that by agreement ? 

Mr. Scuwagser. By agreement, oral agreement. 

Mr. DeWinp. That was to be the total retainer paid at that time? 

Mr. Scuwarser. The total fee. 

Mr. DeWinp. That was the total fee ¢ 

Mr. Scuwaxrser. Yes, sir. 

Mr. DeWinp. Just what did you agree to undertake for that fee? 
What were the limitations on your services¢ You were to represent 
them before the internal revenue agent in uptown New York in con- 
nection with a voluntary disclosure. Was that all you agreed to 
undertake ¢ 

Mr. Scuwarser. As I understand it—I didn’t handle it personally, 
but it was a question of a voluntary disclosure. They explained why 
it was a voluntary disclosure and to convince the Government it was 
under the rules a voluntary disclosure, under the then rules. 

Mr. DeWinp. How did they describe a voluntary disclosure? 
What facts did they give you? 

Mr. Scuwarser. 1 made no written memorandum. I don’t have 
the diary on it, not on this case or any other. I am giving you the 
best of my recollection. 

They told Mr. Saver and I there had been an examination made of 
a certain plant. Whether they mentioned Pattullo Modes the first 
time or not I don’t know. After the examination had finished, an 
S70 had been signed. After an 870 had been signed, they told the 
revenue agent they had other information that they »y wished to disclose 
to him which he had not found. Under my way of thinking at the 
time, under the rules at the time, that was a good voluntary disclosure. 

Mr. DeWinp. Did you question any of the officials of the company 
at that time or their accountant or anybody else concerning the facts 
of this? 

Mr. Scuwaeser. Never saw any of the officials of the company up 
to this moment, and I have a recollection we must have spoken to the 
accountant, Mr. Smith. 

Mr. DeWinp. Did Mr. Saver meet and question the officials of the 
company ¢ 

Mr. Scuwaerser. I don’t know anything about that. I think Mr. 
Saver would have to tell youthat. I never did. 

Mr. DeWrnp. Did you ever appear before the Bureau of Internal 
Revenue in connection with this case ¢ 

Mr. Scuwagser. No, sir; nor the Intelligence Department, sir. 

Mr, DeWinp. You never appeared before any division of the Bu- 
reau in New York or in Washington ? 

Mr. Scttwagser. That is correct; never did, with reference to this 
Case, 

Mr. DeWrnp. So that except to the extent of what Mr. Irving 
Davis had told you about the voluntary disclosure, you knew nothing 

bout the case? 

Mr. Scnwaerser. I would say in substance that is correct. There 
might have been subsequent to that time when they came in and dis- 

ssed this case some things that came up, but I know nothing else 
execpt it was a voluntary disclosure. 

91550—52—pt. 4 —47 
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Mr. DeWinp. Did you ever meet a Mr. Maurice Smith? He is an 
accountant for the company, is he not ¢ 

Mr. Scuwarser. I was asked that question the other day and 
frankly I told Mr. Schapiro I have no recollection. I may have met 
him. There was a certain affidavit drawn on a certain day. I checked 
the records to find out if I could have been there and found that | 
was in the district attorney’s office on a case and got a plea of guilty 
and left the district attorney’s office. 

I could not check the time because they had no record of the time, 
so I am not certain. I might have seen Mr. Smith. It could be I did. 

Mr. DeWrnp. Did you discuss the case from time to time with M: 
Saver as he proceeded with it / 

Mr. Scruwarser. I would say yes, I did. As an associate we dis 
cussed this and other cases. 

Mr. DeWryp. On or about November 17, 1948, an affidavit of 
Maurice Smith was filed with Mr. Baradel, the special agent in charge 
in New York. Did you know anything about the preparation and 
submission of that affidavit ? 

Mr. Scuwarser. Well, I would say I probably knew about the 
preparation of the affidavit and submission and I knew that Mr. Bara- 
del had requested it. I knew that only from what Mr. Saver told me 
because I wasn’t present at Mr. Baradel’s office. 

Mr. DeWrnp. What did Mr. Saver tell you about the affidavit of 
Maurice Smith? 

Mr. Scuwarner. Mr. Saver is here. He can testify for himself, 
but I will give you my best recollection. 

He told me that he had been up there and that Mr. Baradel would 
like to have all the facts embraced in an affidavit and given to him, 
which was done. 

Mr. DeWtnp. Did Mr. Saver ever indicate to you in any way 
directly or indirectly, that he had any question about the accuracy 
and correctness of that affidavit ? 

Mr. Scuwaeser. No, sir. 

Mr. DeWinp. He never expressed any doubt about the truth of th: 
so-called voluntary disclosure story? 

Mr. Scuwarper. No, sir- We believed the facts were absolut: 
true. I did and he did. 

Mr. DeWinpv. Did a time come when Mr. Irving Davis suggested 
or requested that your firm should seek a conference in Washingto 
with Mr. Bolich ? 

Mr. Scuwarser. Let me put it this way: My recollection was, and 
I refreshed my recollection by Mr. Saver, that Mr. Davis had come 
at one time, whether alone or not 1 don’t remember, and as I say 
don’t remember whether I was present at that time or heard of 
myself, or whether Mr. Saver told it to me—I want to be fair with t 
committee—that Mr. Saver should go to Washington with the reques' 
that he go there to discuss this voluntary disclosure in Washingto 
My recollection is that Mr. Saver said, “Well, we have been turne: 
down.” 

Mr. DeWinp. Let me get this straight. You say you cannot 
member whether Mr. Davis told you about this or whether you wen 
present ¢ 

Mr. Scuwarper. I can’t remember very definitely. I can't say wit 
out equivocation that I] was present or heard it or whether it was to 
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to me by Mr. Saver at the time, but that the request was made by Mr. 
Davis that he. go to Washington and try to convince the C ommissioner 
that it isa voluntary dise losure and should be allowed as such. My 
recOllection is that Mr. Saver said, “We have already been turned 
down.” He said, “Well, go and try,” Mr. Saver did go to Washing- 
ton then. Whether it was a couple of days later or a couple of weeks 
| don't know. 

Mr. DeWuinp. Under the terms of your retainer agreement with 
Schoppick & Davis, were all of the expenses of any negotiations you 
condueted to be borne by you out of your fee ¢ 

Mr. Scuwarser. Yes. We do that not only in that case but in every 
case we ever had on our books. We never received expenses extra. 
It was all included. 

Mr. DeWrnp. So in making any trips to Washington for purposes 
of conferences on the case, that came out of your fee ‘ 

Mr. Scuwaeser. That came out of our fee. That is what we called 
the net fee. We paid no forwarding. We got this $3,500. That was 

et tous. It is not only in this case but in every case we have ever had 
in the office that the same rule applied. 

Mr. DeWinp-. You say that Mr. Saver told you he did not think this 
trip would be fruit ful 4 

Mr. Scuwaerer. No, sir. 1 am sorry. That is not—— 

Mr. DeWinpb. Mr. Saver told you he had told Davis that you had 
tried the voluntary disclosure, that it had been turned down, and there 
was ho point in doing it ¢ 

Mr. Scuwareer. That is right. 

Mr. DeWrnp. I assume that was Mr. Saver’s view of the matter ¢ 

Mr. Scuwarser. The impression that I got and I tried to convey to 
you gentlemen is that Mr. Saver’s answer was, “We already took that 


ip” He said, “What is the use of going again ¢” 
Mr. DeWrNb. But nevertheless Mr. Davis insisted and so Mr. Saver 
nt ¢ 


Mir. Scuwarser. I don't know whether he insisted. He requested. 
\lrv. Saver did go. I did not. 

Mr. DeWinxp. Did Mr. Saver report to you the results of his trip to 
Washington / 

Mr. Scuwarser. He did. 

Mr. DeWixp. What did he tell you about it 

Mr. Scuwarner. He told me they were accepting the voluntary dis 

osure not so much on the basis of a voluntary disclosure, but ir they 
would be sort of good boys and cooperate and pay the full tax they 
owed, they would take it on the basis as if it were a voluntary 
disclosure, 

Mr. DeWtnpb. Can you pin down the time when this trip to Wash- 
ington occurred ¢ 

Mr. Scuwarser. I would have to get the file from Mr. Saver who 
is in the back here. He went and he has all the dates. I will have 
to get the file. 

Mr. DeWrnp. Did he tell you with whom he conferred in Wash 
ington ¢ 

Mr. ScHWAEBER. My recollection is he conferred with Mr. Bolich. 

Mr. DeWinp. When he came back from Washington he said Mr. 
Bolich’s decision was that there would be no prosecution if the tax 
payers cooperated and—-— 
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Mr. Scuwarser. Opened up their books and showed everything and 
made a clean breast of everything. 

Mr. DeWinp. At that point did your services in the case terminate’ 

Mr. Scuwarser. Yes,sir. We did no further work in thecase. We 
had nothing to do with the civil adjustment of any kind. 

Mr. DeWrnp. Did you ever discuss the case again with Irving Davis? 

Mr. Scuwazser. No, sir; not to my knowledge. 

Mr. DeWrnp. You never saw Mr. Davis again? 

Mr. Scuwagser. I saw him. You asked me if I discussed that | 
case with him. I never discussed this case with him until some time 
after he was examined by the committee and Mr. Saver was examined 
by the committee. 

Mr. DeWrnp. Did Mr. Irving Davis ever make reference to you | 
concerning the abandonment of prosecution of the case ? 

Mr. Scowarprr. What was that ? 

Mr. DeWrnp. Did Mr. Davis ever make any reference about the fact 
prosecution was dropped in the case ? 

Mr. ScuwarsBer. No, sir. 

Mr. DeWinp. Did you discuss with Mr. Saver the conference he had 
had with Mr. Bolich and how he had been able to get the case dropped 
after he had been unsuccessful in New York? 

Mr. Scuwagser. No, sir; I did not. 

Mr. DeWtnp. Did Mr. Saver ever express any views to you about 
that? 

Mr. ScuwarBer. No, sir; he did not. 

Mr. DeWinp. Was it your feeling that as a result of the firm’s rep- 
resentation in Washington the case had been successfully teveninated 

Mr. Scuwaeser. It was my feeling, did you say ? 

Mr. DeWrnp. Was that your view ? 

Mr. Scuwarser. From what I had seen and heard subsequent to that 
time that certainly was not my feeling. 

Mr. DeWrnp. Mr. Saver goes down to Washington, sees Mr. Bolich, 
and comes back and reports that the case had been dropped on the 
basis of the taxpayer’s cooperation; is that right? 

Mr. Scuwaeser. Yes, sir; yes, sir. 

Mr. DeWrnp. Did you know of any other efforts that had been made 
to get Mr. Bolich to agree to that ? 

Mr. Scrrwaeser. I did not know of any other efforts; no. 

Mr. DeWrnp. So far as you knew, Mr. Saver had succeeded in going 
in and getting Mr. Bolich to drop the case? 

Mr. Scuwarser. As I say, from what I have learned since I dont 
think that was exactly it. 

Mr. DeWinp. You do not think that was exactly it? 

Mr. Scuwakrser. No. 

Mr. DeWrnp. At the time you did? 

Mr. Scuwaegser. I believed so at the time. 

Mr. DeWrinv. What happened subsequently to make you change you! 
mind ? 

Mr. Scuwarser. Well, first of all, several months after that M: 
Hoffman told me if I had any matters of importance in Washington 
that he would like to work with me on the representation of them. 

Up to that point we had been working on a few matters with hi! 
This wasn’t the only matter we had with the office of Schoppick & 
Davis. This is the largest fee we ever got from them in any case. 
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And as time went on I realized that we did not get the civil adjustment 
of it, so evidently somebody else got it. Then I read in the news- 
yapers as a result of some hearings, I believe before this committee. 

Mr. DeWinpv. From what Mr. Hoffman said to you that he would 
like to work with you on cases in Washington, what was there about 
that ¢ 

Mr. Scuwaser. Nothing at all, except that I thought he—well, it 
is hard to say now. At the time it didn’t make too much of an im- 
pression on me, but I felt perhaps he was able to meet people who 
could be successful or would be successful in defending cases. 

Mr. DeWrnp. Did either Davis or Hoffman ever tell you that they 
could achieve any particular form of success in handling cases in 
Washington ¢ 

Mr. Scuwaeser. Not insomany words. Certainly not Davis. The 
only thing Mr. Hoffman ever spoke to me about was if I had any big 
eases in Washington he could help on. I never asked him after that. 
We never discussed it after that. , 

Mr. DeWrinv. What Mr. Hoffman said was that he thought he could 
be helpful in handling cases in Washington ? 

Mr. Scuwarser. No. If I had any important cases, big cases, he 
would like to assist me in the closing of a case or two, or several cases. 

Mr. DeWrnp. I don’t see why that should lead you to believe there 
had been any other influences in the case. 

Mr. Scuwaerser. I didn’t necessarily say that led me to believe that 
there were any other influences. The first time I believed there was 
any real influence was when I read about it in the newspapers. That 
is only based on what I read in the newspapers. 

Mr. DeWrinp. What did you read in the newspapers? 

Mr. ScHWAEBER. Something with reference to a man named Grune- 
wald. Whether that is a fact or not I don’t know. I never met the 
gentleman up to this moment. 

Mr. DeWryv. What was it you read in the papers about Mr. Grune- 
wald that caused you to have this 

Mr. Scuwakser. Mr. DeWind, you questioned Mr. Oliphant and he 
said a man named Halperin came to see him with Mr. Grunewald 
about a case named Pattullo Modes and I think there was another 
ease, this so-called Klein case. Whether that is true or not, fact or not, 
I don’t know. 

Mr. DeW1npb. Do you know Max Halperin ? 

Mr. Scowaersner. Yes. 

Mr. DeWinv. Who is Max Halperin? 

Mr. Scuwarser. If it is the same one you have in mind, he is an 
attorney with Mr. Davis. 

Mr. DeWinp. An attorney in the office of Schoppick & Davis? 

Mr. Scuwaerser. Yes. 

Mr. DeWrnp. Was he an attorney in that office when this Pattullo 
Modes case was being handled ? 

Mr. Scuwaerser. I was introduced to him. He was in my office 
several months ago. He told me he had met me once before in Schop- 
pick & Davis’ office around 1946 or 1947. 

He told me he had met me in Mr. Davis’ office or Mr. Schoppick’s 
office around 1946 or 1947, Mr. DeWind. In the intervening years, to 
the best of my recollection, I didn’t meet him. r 
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Mr. DeWinv. What other cases have you worked on jointly with 
the Schoppick & Davis firm ¢ 

Mr. Scuwarser. We have one case where a man was indicted, and 
there is Manhattan Fabrics. It was a man by the name of Eubin. 
That man was indicted. And one other case, Yvette Frocks, which is 
pending. 

Mr. DeW inp. On all of those cases you had joint representation ¢ 

Mr. Scuwarser. Yes, sir. 

Mr. DeWinp. In each case were you retained by Schoppick & Davis 
on a retainer basis? 

Mr. Scuwaeser. Each case we are retained by Schoppick & Davis 
and they pay the fee to us. 

Mr. DeWinp. Is that a flat fee paid in advance? 

Mr. Scuwarser. Yes, sir. 

Mr. DeWinpb. The largest of those fees was the Pattullo Modes 
case ¢ 

Mr. Scuwarper. $3,500 net. 

Mr. DeWinp. Did Mr. Hoffman or Mr. Davis ever in any way in 
‘licate to you they were able to exercise influence in Washington / 

Mr. Scuwarser. No, sir. 

Mr. DeWtnpb. Not directly or indirectly? They never tried to im- 
press you with any influence they had or people they knew / 

Mr. ScuwaArser. No, sir. Well, he was once invited to a tea. He 
showed me the invitation. I said, “I guess, Milt, vou and a thousand 
others will be there at the time.” That was some time in 1948. 

Mr. DeWtnp. That is the only reference to people he might know 
in Washington / 

Mr. ScuwarsBer. He had an invitation to a tea in the White House 
and | knew he made a contribution. That is probably why he got the 
invitation. 

Mr. DeWinpb. Mr. Chairman, at least for the moment I have no 
more questions of Mr. Schwaeber. If he would be good enough to 
stay here for the balance of the afternoon, we might have some. 

Mr. Byrnes. Do you specialize in tax work? 

Mr. Scuwaeser. Well, we have a regular accounting practice. We 
do tax work, 

Mr. Byrnes. Whiy is it that these retainers are worked up between 
your firm and the Schoppick & Davis firm? 

Mr. Scuwaeser. Why is it? 

Mr. Byrnes. Yes. 

Mr. Scuorrick. Well, perhaps it is because we are accountants, too. 
I am an accountant, a certified public accountant, and at that time 
Mr. Saver joined our firm and perhaps he thought we were qualified. 
That is the only way I can look at it. I assume they have had other 
matters they went to other people with. I don’t know. 

Mr. Byrnes. I am just a country lawyer. I am just trying to 
understand why it is particularly in these cases there would be the 
joint operations by the two firms. 

Do not Schoppick & Davis do much tax work ? 

Mr. Scuwaeser. I don’t know anything about their practice. | 
know by reputation they are successful lawyers. I don’t think they 
give all of their work away. I don’t know whether they do or not. 
I haven’t got the slightest idea whether they do or they don’t. 
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Most of our cases come from other accountants or other lawyers 
who are not, let us say, experienced in the field. 

I heard testimony of the gentleman who was the first witness today 
with respect to voluntary disclosures, public health, and of course | 
disagree in some respects with him, because when we came to the 
special agent's office, especially in the last 2 years, whether it would 
be in New York or any other office, the first question they asked you 
was the health of the defendant or the proposed defendant, because 
if his health was bad and he would not be prosecuted, there would be a 
joinder of work. You could join with the Government and cooper- 
ate to the point where you could give them everything and complete 
the case pl 2 ‘kly. 

I say they encourage you to find out, because if the man was ill 
and he would not be prosecuted, there is no use spending 2 or 3 years 
running around trying to get data when we could cooperate to the 
point of giving it to them immediately. 

Mr. Byrnes. You cannot give me any reason that you have as 
to why Schoppick & Davis would farm out part of their work in 
some of these tax cases to vous 

Mr. Scuwarner. I don’t know. It wasn’t because we were so suc- 
cessful. We lost half the cases they gave us. They were prosecuted, 
so I don’t know. We haven't had any new cases from them since 
1948, 

Mr. Byrnes. As far as you know, Schoppick & Davis are capable of 
doing their own work? 

Mr. Scuwarser. As I say, you are asking me for the operation of 
my mind with respect to what some other man’s ability might be. 

Mr. Byrnes. You never asked him why it was they wanted you 
people in the case ¢ 

Mr. Scuwarser. When you get a client, you are not asking why 
they are giving it to you. We represented them, and if they werent 
satisfied they would go some place else. 

Mr. Byrnes. Where I come from an attorney gets a case and he 
tries to get the whole fee himself. 

Mr. Scuwareser. I worked in Queens County before Judge Cole 
and he used to call himself a country lawyer, too, so I guess I am a 
country lawyer from Queens County. I have heard that expression 
used very often by Judge Cole. 

Mr. Byrnes. Your practice is not to go out and find some other 
attorney to share a case with you, is it? 

Mr. Scuwarser. If I had a divorce or somebody came in with a 
divorce case, with a negligence case, I would either discourage the 
client, and if I couldn’t, then I would have to retain somebody who 
was capable of handling it, who made a speciality of it, who knew 
how to try a case like that. 

Mr. Byrnes. That is not the situation that exists as between vour 
firm and Schoppick & Davis so far as tax cases are concerned / 

Mr. Scuwaeser. I presume it 1s. 

Mr. Byrnes. You do? 

Mr. Scuwarser. Yes. 

Mr. Byrnes. They don’t do much tax work and, therefore, go out 
and hire others? 

Mr. Scuwarner. They haven’t tried the Federal work or haven't 
tried these cases. That is the only way I can see it. 
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Mr. Byrnes. That would explain it. 

Mr. Scuwarser. If somebody brings a divorce case to me, I would 
immediately call somebody else. I try to discourage the person and 
send them some place else. If I had to do it, I would have to call 
someone in if it was a client. 

Mr. Byrnes. In the first instance you said you thought they did tax 
work of their own and were competent in that field. 

Mr. Scuwarser. Let’s assume a client called them and said, “I have 
a revenue agent’s examination. Will you represent me?” They prob- 
ably would represent him. Perhaps once it got beyond an or rdinary 
revenue agent's examination they would hire someone else. 

Mr. DeWtnp. Your firm primarily held itself out as tax specialists ? 

Mr. Scuwarser. No. We never held ourselves—we held ourselves 
out as attorneys at law. We never advertised on our stationery o1 
any place else as tax specialists. 

Mr. DeWrnp. How long had you known Mr. Irving Davis when he 
brought the case to you? 

Mr. Scuwarner. About 2 or 3 years prior to that time. 

Mr. DeWinp. How did you first meet Irving Davis? 

Mr. Scuwaeser. I think I met him through an accountant. 

Mr. DeWinp. Who was the accountant ? 

Mr. Scuwarser. A man named Abe Fox. 

Mr. DeWrnp. Had you indicated previously to Irving Davis that 
you were an expert on Federal tax matters? 

Mr. Scuwaerner. No, sir. 

Mr. DeWinp. Why did Mr. Davis present these Federal tax cases 
to you unless you held yourself out as a tax specialist or expert in Fed- 
eral taxation ? 

Mr. Scuwaener. I will tell you this unequivocally : That I never held 
myself out asa tax specialist. Perhaps he can tell you why he brought 
it tome. I never solicited a case of him or any other individual and 
never held myself out as a tax specialist. 

Mr. DeWinp. Had you at that time an extensive tax practice? 

Mr. Scuwaerser. I had an accounting practice. The fact that I was 
an accountant and a lawyer is the thing. When the black market in 
New York became prevalent, that is the time it led me into this tax 
field. 

Mr. DeWrnp. You had prior experience as an accountant or a law- 
yer in connection with Federal tax matters? 

Mr. Scuwaeser. That is right. 

Mr. DeWinp. Have you handled matters before the Intelligence 
Unit? 

Mr. Scuwarser. When, sir? 

Mr. DeWrnp. At this time. Let’s say this comes up in February 
1948. At that time did you have a large number of matters before 
the Intelligence Unit ? 

Mr. Scuwaeser. I had a number of matters there. I don’t know 
exactly how many. 

Mr. DeWrnp. Could you roughly estimate how many cases you have 
handled before the Intelligence Unit between 1947 and today ? 

Mr. Scuwaeser. I could not. 

Mr. DeWrnp. Is it a large number of cases! 

Mr. Scuwagser. I do not know what you call large. 

Mr. DeWrnpv. Would it be 50 to 100 tax fraud cases? 














ild 
nd 
all 


aut 


if 


d 





INTERNAL REVENUE INVESTIGATION 3401 


Mr. Scuwaeser. Perhaps that many. 

Mr. DeW inp. So you did have an extensive tax fraud practice? 

Mr. Scuwarser. I don’t know what you refer to as a tax fraud 
practice. Sometimes a case starts as a case and it goes over to the spe- 
cial agent’s office. We may be retained in it. Then the special agent’s 
office, after making an examination, determines that it is not worthy 
of their continuing or there may be no fraud. 

Mr. DeWrnp. You had an extensive practice before the Intelligence 
Unit in New York? 

Mr. Scuwarser. Do you want me to answer yes or no? I would say 
yes. I wouldn’t call it extensive. I don’t know what other people 
had. 

Mr. DeWinpv. You handled 50 to 100 cases over the last 5 years? 

Mr. Scuwarser. Yes, perhaps more. 

Mr. DeWrnpv. Perhaps more ¢ 

Mr. Scuwarser. Yes. I am not certain of the amount, sir. 

Mr. DeWrnp. Is a major portion of your income as a lawyer and 
accountant derived from tax fraud cases? 

Mr. Scuwagrser. Well, I can answer this way, that the majority 
of my time might be taken up with those tax fraud cases. They pay 
more than an ordinary client would which would be on a monthly basis 
over a period of years. 

Mr. DeW inp. In this Pattullo Modes case, Mr. Schwaeber, for your 
firm Mr. Saver had pursued it in New York as far as he could. He 
had been before the internal revenue agent in charge and he had 
been down to see the special agent in charge and you had been able 
to get no results at all? 

Mr. Scuwarser. Mr. DeWind, if you want me to, I will get the 
chronological order from him. I will have to read what he did. I 
will be glad to do that, because I don’t want to be a position of giving 
you something that I am not personally acquainted with. 

Mr. DeWinp. To your knowledge, prior to this conference that took 
place with Mr. Bolich in Washington had you been able to make any 
headway in having the prosecution in that case dropped ¢ 

Mr. Scuwaeser. Up to that time of going to Washington we had, 
as far as I know, been unable to convince the Department they should 
accept it as a voluntary disclosure. 

Mr. DeWrnp. That was the only basis on which you were trying 
to get the case dropped ? 

Mr. Scuwarser. That is right. 

Mr. DeWinp. You had been turned down by Mr. Wheeler? 

Mr. Scuwaerser. I hadn’t; the office had. 

Mr. DeWinp. Mr. Saver had been turned down? 

Mr. Scuwarser. That is right. 

Mr. DeWinpv. Both by Wheeler, the revenue agent in charge, and 
by Baradel over in the special intelligence office ? 

Mr. Scuwaeser. That is correct. 

Mr. DeWrnpv. Then it was not Mr. Saver’s desire or yours, but it was 
the idea of Mr. Hoffman of the Schoppick & Davis firm that you should 
seek a conference with Bolich in Washington? 

Mr. Scnwarser. I said Mr. Davis, not Mr. Hoffman. I testified be- 
fore Mr. Davis. 

Mr. DeWrnp. Mr. Davis’ idea was that a conference with Bolich 
might be helpful ? 
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Mr. Scuwagrser. That is right. 

Mr. DeWinp. So that idea originated not with the tax specialists 
who were brought in, but with the other law firm that had brought 
you in? ; 

Mr. Scuwarser. Well, it originated with—sometimes a man who 
brings us a case urges you more, pushes more, than you yourself. You 
have other cases you are concerned about. 

This particular case, Mr. Davis is the one who suggested or urged or 
requested, whatever term you want to use, that we try again. 

Mr. DeWinp. In other cases, if you had no success in getting the 
prosecution dropp a in New York City, was it customary to go to 
Washington and seek a conference with the Assistant Commissioner ? 

Mr. Scuwagser. If you give me the name of a case or ask me about 
a particular case, I can give you the steps in every case. We tried all 
along the line in many cases 

Mr. DeWrnp. Was it your regular procedure to seek a conference in 
Washington if you were unsuccessful in New York? 

Mr. Scuwarser. Yes. It was our regular procedure to do that, 
because if you brought a case into my office I would immedi: ately send 
four letters out before I even studied the case. 

I would ask for a conference in the special agent's office. I would 
ask for a conference in Penal. I would ask for a conference in Justice, 
and perhaps I might ask for a conference in Treasury. In that way 
we could protect the case to the point where we knew exactly where 
it was going. In other words, we were trying to run it intelligently. 

Mr. DeWinp. With whom in the Treasury “Department would you 
seek a conference ? 

Mr. Scuwaerser. I would write a letter to the head of the Treasury 
Department. 

Mr. DeWinp. Who was that? 

Mr. Scuwaeser. If Mr. Baradel was the special agent in charge, we 
would address the letter to the special agent in charge without a 
particular name, whoever was the special agent. 

Mr. DeWrnp. But you said you would address it to the Penal Divi- 
sion in Washington or in New York. Which is it? 

Mr. Schwarser. In New York. 

Mr. DeWrnp. Then you said to the Treasury Department ? 

Mr. Scuwaerser. To the Department of Justice and in a number of 
instances to the Treasury Department in Washington. 

Mr. DeWrnp. To what office of the Treasury Department in Wash- 
ington ? 

Mr. Scuwarser. The Treasury Department. 

Mr. DeWrnp. Which office of the Treasury ? 

Mr. Scuwagser. I think it—if my recollection serves me, it was 
addressed to the Treasury Department, General Counsel's office. Iam 
not sure. 

Mr. DeWinp. Did you ever have a conference on a case with the 
General Counsel’s office ? 

Mr. Souwarser. No; but I recollect some cases with the Treasury 
Department, with a man named Mr. Carpenter, whatever division 
he was in. 

Mr. DeWinp. You were talking about the Penal Division ? 
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Mr. Scuwarser. I knew we would have it in the Penal Division in 
New York. Then we would invariably go to Justice. We would ask 
Justice for a conference if and when the case reached there. 

Mr. DeWrnp. Did you confer with the Penal Division in Washing 
ton in the Bureau of Internal Revenue ¢ 

Mr. Scuwaepser. I have a recollection on several cases we did. 

Mr. DeWrnp. To your understanding, what office is the Penal Divi 
sion a part? 

Mr. Scuwarser. I only know principally the New York office. 

Mr. DeWrnp. The Penal Division in Washington is a part of what 
bureau organization ? 

Mr. Scuwaeser. I would be inclined to say it is part of the Treasury. 

Mr. DeWinpb. Who is the head of the Penal Division ? 

Mr. Scuwagser. In New York? 

Mr. DeWrnp. In Washington. 

Mr. Scuwaeser. | don’t know. 

Mr. Byrnes. You said you just automatically in these cases wrote 
these four letters. 

Mr. Scuwarser. That is right. It was practically three. I may 
be inerror. Whatever department Mr. Carpenter was in. If he was 
in Penal, then it was part of it. 

Mr. Byrnes. You said one of those letters would go to Treasury in 
Washington ? 

Mr. Scuwarrer. Well, I know one went to Penal, one went to the 
special agent. and one went to Justice. 

Mr. Byrnes. What about Washington ? 

Mr. Scuwarser. I remember having two or three conferences with 
Mr. Carpenter. If he was in Penal, then it was Penal. If he was in 
Treasury, it was Treasury. I have no other recollection. 

Mr. Byrnes. Do you have a recollection of Whom you would write 

1 Washington when you wrote to the Treasury Department, or would 
vou just write to the Treasury Department ? 

Mr. Scuwarser. | can’t answer that. No: I really mean it. If 
somebody would tell me where this Mr. Carpenter is—that is the one 
we wrote to. 

Mr. Byrnes. Did you ever have a conference on any of these tax 
cases with the chief counsel's office ¢ 

Mr. Scrrwarser. The Special Adjustment Bureau, in cases we would 
write to them to get the case adjusted between the time of the plea and 
the time of the sentence. 

Mr. Byrnes. With whom did you have that conference ? 

Mr. Scuwarser. The Special Adjustment Bureau. 

Mr. BYRNI S. Did you have any with the chief counsel's offic e? 

Mr. Scuwaerser. To my recollection: no, sir. 

Mr. Byrnes. With the Assistant Commissioner, except in this case ? 

Mr. Scuwarpner. No, sir. 

Mr. Byrnes. That is the only case you have ever gone to the Assist- 
ant Commissioner on ? 

Mr. Scuwarser. I didn’t go: the office did. 

Mr. BYRNES. Is there any case you have ever gone to the Commis- 
sioner on ¢ 

Mr. Scuwarser, Not to my knowledge. 
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Mr. Byrnes. So this was an unusual procedure even as far as your 
office was concerned in seeking a conference with the Assistant Com- 
missioner ¢ 

Mr. Scuwarser. No. As far as our office was concerned it might be 
unusual, this particular one. 

Mr. Byrnes. You never did it in any other case? 

Mr. Scuwaerser. I know it was done and it could be done. You 
could request a conference and get it. 

Mr. Byrnes. You have never done it? 

Mr. Scuwaegser. No. 

Mr. Byrnes. You have handled 50 to 100 cases in the last 5 years? 

Mr. Scuwagser. Our office handled them. 

Of the cases that came down to Washington, I can give you the 
number that were sent down to Justice and how many were prosecuted 
and how many were not. 

Mr. Byrnes. That is not the point I am after. I am trying to find 
out to what extent your office when it had one of these cases dealt with 
the Assistant Commissioner or the Commissioner of Internal Revenue 
or the chief counsel’s office. 

Do I understand this is the only case that you ever had a direct con 
tact with any of those three on? 

Mr. Scuwaerser. To the best of my recollection, sir, right now, 
without referring to any records, I would say “Yes, that is it,” as you 
have stated it. 

Mr. DeWrnp. You have had cases that have gone to prosecution in 
the Department of Justice? 

Mr. Scuwarper. Many. 

Mr. DeWrnp. Yet you have never, prior to their reference to Justice, 
tried to get a conference with the Assistant Commissioner ? 

Mr. Scuwarsner. When the case went from special to Penal, then 
from Penal to Justice, that was it. 

Mr. DeWtunp. You said you knew you could get a conference at a 
higher level, namely, with the Assistant Commissioner ? 

Mr. Scuwarper. No. I say I believe you could get, and if the Com- 
missioner was willing to sit down and grant it, a conference at a 
higher level. 

Mr. DeWinp. You have never tried to get that, you have let your 
cases go to the Department of Justice without seeking that? 

Mr. Scuwarser. We try to argue them out there. 

Mr. DeWrnp. You have never sought the relief of a conference 
with the Assistant Commissioner even though you thought you could 
get it? 

Mr. Scuwarser. That is right. 

Mr. DeWIinp. That is a somewhat extraordinary statement, if you 
thought you had a right to a conference, at least with the consent of 
the Commissioner. It was perhaps customary to have a conference 
with him and you never tried to get it ? 

Mr. Scuwarser. There is nothing extraordinary about it. It is 
easy to sit and say it is extraordinary. We had almost 30 cases that 
went down. To the best of my recollection 26 out of the 30 were 
prosecuted that went down. We tried our level best to win a case and 
win it honestly all along the line. 

When a case went down, after it left Justice, after it left the special 
agent, we endeavored to convince the Penal Division it should not go 
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through. If we didn’t succeed, then we got a conference in Justice. 
That is the way I did it. Isay Il was very unsuccessful. 

Mr. DeWrnp. Out of the 50 to 100 cases or more that you handled 
only 30 of them ever went as far as Washington ¢ 

Mr. Scuwagrser. That is right. 

Mr. DeWrnp. The rest you were able to have prosecution aban- 
doned, either in the special agent’s office or in the regional counsel's 
offic et 

Mr. Scuwaerser. No, in many of them prosecution was never con- 
templated. When they start an investigation, it does not necessarily 
mean that there is going to be prosecution. 

Mr. DeWrnp. Except for 30 out of your 50 or 100 or more cases 
that were jacketed for criminal fraud investigation, you have been 
able to stop them in New York? 

Mr. Scuwarser. We have been able to close them in New York, 
yes. I am giving you the best of my recollection as to the number of 
cases. 

Mr. DeWrnpb. So you have had from 20 to 70 or more cases that 
you have been able to get either the Intelligence Unit or the regional 
counsel to drop over the last 5 years? 

Mr. Scuwarser. That is approximately correct, sir. 

Mr. DeW1np. It is a broad range, 20 to 70. Which is the closest ? 

Mr. ScHwaeser. It is approximately correct. We probably lost 
about thirty-odd cases in the last 5 years. 

Mr. DeWinp. Out of the total of more than 100? 

Mr. Scuwaeser. Yes. 

Mr. DeWrnp. As to 70 cases or more, you have been able to have 
them stopped in New York, in one office or another / 

Mr. Scuwaeser. That is right. 

Mr. DeWinp. How many of those cases have gone to the regional 
counsel, approximately ? 

Mr. Scuwarser. How m: iny of what cases? 

Mr. DeWrnp. How many of the 70 or more cases in which you were 
able to have prosecution dropped were cases that went to the regional 
council ? 

Mr. Scuwarser. Very few. I don’t know. I have no records 
here. I am not prepared to tell you, but I would say very few. 

Mr. DeWrnp. So the bulk of these cases are cases where the In- 
telligence Unit has felt they did not have a criminal case? 

Mr. Scnwaeser. That is right. 

Mr. DeWrnp. I have no more questions. 

Chairman Krne. You may be excused. 

Mr. DeWrnp. Please remain available for a while. 

Chairman Krne. Mr. Saver, please. Will you be sworn? 

Do you solemnly swear that oes testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Saver. I do. 


TESTIMONY OF JAMES D. SAVER 


Mr. DeWrnp. What is your full name? 

Mr. Saver. James D. Saver 

Mr. DeWinp. From December 1947 until February 1950 you were 
a member of Mr. Schwaeber’s law firm ? 
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Mr. Saver. That is correct. 

Mr. DeW inp. You are an attorney, of course? 

Mr. Saver. That is correct. 

Mr. DeWrnp. Are you a specialist in Federal tax matters ? 

Mr. Saver. I wouldn't say that, no. 

Mr. DeWrnp. No. You have a general law practice? 

Mr. Saver. That is correct. At this time I have more of the other 
cases than tax cases. 

Mr. DeWinv. When did you first get into the Pattullo Modes case ’ 

Mr. Saver. I believe the first discussion I had on it was during the 
month of December 1947, shortly after I joined Mr. Schwaeber. 

Mr. DeWinp. Did you confer with Mr. Schwaeber and Mr. Davis 
at that time? 

Mr. Saver. That is correct. 

Mr. DeWinp. From then on you took the case over? 

Mr. Saver. I took it over, I would say, during the month of Janu 
ary shortly prior to the time I went up to have a conference with 
Mr. Wheeler. He was the revenue agent in charge in the third 
district. 

Mr. DeWinpb. Mr. Schwaeber testified your firm was finally retained 
in the matter in February 1948. 

Mr. Saver. I think he was in error. I think the record will show 
I conferred with Mr. Wheeler in January of 1948. I think that is 
the right date. 

Mr. DeWinp. That may be right, but the records indicate that a 
check for $1,500 or a payment of $1,500 was received in December of 
1947. So that would indicate you were retained in the case in 
December of 1947. 

Then there was a second check for $2,000 received in April of 1948. 

Mr. Saver. I don’t think that is correct, sir. My records don’t re 
veal that fact. I have a letter here dated April 2, 1948: “We are en- 
closing herewith two checks totaling the sum of $3,500.” 

Mr. DeWrnp. I should say these are the records of Schoppick & 
Davis which indicate a check drawn to Schwaeber & Saver on Decem 
ber 26, 1947, for $1,500, then another check in April of 1948 to 
Schwaeber & Saver in the sum of $2,000, but you say you actually 
received those checks 

Mr. Saver. My records show I received it during April, April 2 
We acknowledged receipt on April 3 

Mr. DeWinpv. From January of 1948 until . January of 1949 what 
services did you render in the case ¢ 

Mr. Saver. During the month of January I had a conference wit 
Revenue Agent in Charge Wheeler, third district, New York, at whi 
time they had present the accountant Scherm for the taxpayers. 

On March 22, 1948, I had a conference with Mr. Bolich, then specia 
agent in charge of intelligence in the New York district. 

On March 4, 1948, we got the powers of attorney. On Marc! 
we wrote for the various conferences, and during the month of Octobe: 
and sometime prior to October 18 my records show that I had a co: 
ference, and whether it was by telephone or otherwise, with Mr. Bara 
del, who was chief conferee at the time, at which time he asked me 
I would submit an affidavit setting forth all the facts upon which w 
claimed our voluntary disclosure. The affidavit was to be submitted 
by the accountant who testified before Mr. Wheeler. 
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Mr. DeWinp. Is that Mr. Maurice Smith ? 

Mr. Saver. Yes, sir. That brings us to November 4. After that 
affidavit had been submitted, I had a conference with Mr. Baradel, at 
which time Mr. Clayton, Mr. Scherm, Mr. Baradel, the accountant, 
Maurice Smith, and I am not sure whether Mr. Dowling was present 
or not. He may have been. He was the group chief, as I recall, at 
that time. 

Mr. DeWinp. That was in November ? 

Mr. Saver. That was on November 4, 1948. 

Mr. DeWinp. At that conference did Mr. Baradel reject a claimed 
voluntary disclosure ¢ 

Mr. Saver. Yes, sir: he did. 

Mr. DeWinv. Then what happened after that ¢ 

Mr. Saver. Then during the month of December—lI haven't got the 
exact date—it was either the latter part of November or the early 
part of December I had a conference with Mr. Bolich in Washington 
concerning the case. 

Mr. DeWrnp. Can you not specify the exact date on which that took 
place / 

Mr. Saver. I have it indicated here as somewhere between the lat- 
ter part of November and the latter part of December. So it was 
probably during the month of December 1948. 

Mr. DeWinv. What record are you looking at / 

Mr. Saver. This is a handwritten record that I made up since the 
committee has been acting in this case. It was a record that I made 
from other records that we had and also having had my recollection 
refreshed by the committee or the counsel for the committee on pre- 
vious hearings. 

Mr. DeWinp. How do you establish the time as being in November 
or December / 

Mr. Saver. I know it was some time after, I would say at least 3 
weeks after, I had the conference with Mr. Baradel that I was re- 
quested to go to Washington. So that put us toward the latter part 
of November of 1948. It was probably a week or so after that that 
I actually went to Washington. 

It wasn’t my practice of going to Washington on one case. I would 
wait until I had more than one. 

Mr. DeWinp. All of the time from January 1948 had all your 
conferences related to this voluntary disclosure ¢ 

Mr. Saver. That is correct. 

Mr. DeWrnp. Each conference was an argument as to whether or 
not there had been a voluntary disclosure ? 

Mr. Saver. Yes. 

Mr. DeWinp. You argued it with Mr. Wheeler? 

Mr. Saver. Yes, sir. 

Mr. DeWrnp. You argued it with Mr Bolich ? 

Mr. Saver. No, sir. The conference I had with Mr. Bolich on 
March 22 was after I received a call from Mr. Maurice Smith. He 
informed me or advised me that he had just left Revenue Agent 
Scherm and that he discussed this case with Scherm and that Scherm 
admitted to him that they had a conversation concerning the Pattullo 
Modes case, voluntary disclosure on that case. 

[ told him I was going to advise the special agent’s office of that 
fact. I did so advise them: that he had that conference with Scherm 
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and that he told me that Scherm had admitted there had been a 
voluntary disclosure. 

Mr. DeWinp. You called Mr. Bolich and told him? 

Mr. Saver. I went up there. 

Mr. DeWrnp. You went up there? 

Mr. Saver. Yes, sir. 

Mr. Curtis. That was when Mr. Bolich was still assigned in New 
York? 

Mr. Saver. Yes, sir. He was special agent in charge. He advised 
me, he said that the proper method of handling that should have been 
to place it in writing. I said he wouldn’t be here if they did that. 

Mr. DeWrnp. After your conference with Mr. Baradel in November 
in which the claim of voluntary disclosure was rejected, your next 
step was the conference in Washington with Mr. Bolich? 

Mr. Saver. Yes, sir. 

Mr. DeWinp. Who suggested that you go down to Washington ? 

Mr. Saver. It is my recollection that Mr. Davis asked me to go to 
Washington and discuss this question again with Mr. Bolich. 

Mr. DeWrxp. When did he make that request ? 

Mr. Saver. That was some time prior to the time I went down there. 
I would say maybe a week before I went down there. 

Mr. DeWinp. How did Mr. Davis put this up to you? 

Mr. Saver. I had advised them prior to that time that this was not 
going to be sent as a voluntary disclosure, and that in my opinion the 
case would go through for prosecution, although Mr. Baradel said 
he wasn’t passing upon the merits; that he was merely passing upon 
the question of voluntary disclosure. 

I said in my opinion it probably would go through for prosecution. 

Mr. DeWrnp. Were you an expert on these matters ? 

Mr. Saver. I don’t know whether you would call me an expert. I 
had prosecuted all the cases for the eastern district of New York from 
1935 until 1947, all tax cases. Nobody prosecuted any but me. 

Mr. DeWrnp. Federal tax cases? 

Mr. Saver. Yes. 

Mr. DeWinp. Have you handled voluntary disclosure matters and 
other fraud matters of the Intelligence Unit ? 

Mr. Saver. Never. 

Mr. DeWrnp. You were a trial lawyer experienced in tax cases? 

Mr. Saver. That is all. 

Mr. DeWrinp. So this procedure before the Intelligence Unit and 
the internal revenue agent in charge was entirely new to you? 

Mr. Saver. Yes. 

Mr. DeWrnp. So in fact you had no experience in the Bureau any 
more than Schoppick & Davis or Hoffman ¢ 

Mr. Saver. That is correct. 

Mr. DeWixv. When Mr. Davis suggested that you should go down 
and see Mr. Bolich, what did you say to him ? 

Mr. Saver. As I recall, I think I suggested it would serve no purpose 
because it was clearly indicated to me that the voluntary disclosure was 
not going to be accepted as such and that the case would then have to 
proceed on its merits. 

Mr. DeWrxp. What did Davis say? 

Mr. Saver. He continued to request that I go down and try again, 
put my point before the Assistant Commissioner. ' 











INTERNAL REVENUE INVESTIGATION 2409 


Mr. DeWinp. Did you finally agree you would? 

Mr. Saver. Yes. , 

Mr. DeWinp. You went to Washington. Did anyone go with you? 

Mr. Saver. Yes, sir. 

Mr. DeWinp. Who attended the conference with you? 

Mr. Saver. Mr. Quinn, my partner. 

Mr. DeWrnpv. When did you make the appointment for that confer- 
ence, before you went down? 

Mr. Saver. No. I think it was night before I made it, either the day 
or night before, when I arrived here in Washington. 

Mr. DeWinp. Did you call Mr. Bolich? 

Mr. Saver. No. I may have been with Mr. Bolich that night, the 
night before. 

Mr. DeWinp. You met him at some social gathering ? 

Mr. Saver. We used to have dinner together frequently. 

Mr. DeWinp. You knew him before that? 

Mr. Saver. Yes. 

Mr. DeWinp. How long had you known him ? 

Mr. Saver. Over a period of 20 years. He was the revenue agent 
in charge in Brooklyn when I was prosecuting the tax cases there. 

Mr. DeWinp. You think you arranged for your conference having 
dinner with him the night before? 

Mr. Saver. It may have been. I am not even sure I had dinner with 
him that night. 

Mr. DeWinp. Was Mr. Quinn with you at that time? 

Mr. Saver. Yes. 

Mr. DeWrnp. Did you discuss the case with Mr. Bolich before you 
saw him in his office the following day ? 

Mr. Saver. No, sir. 

Mr. DeWinp. No discussion whatsoever about the case ? 

Mr. Saver. No. 

Mr. DeWrnp. You didn’t tell Mr. Bolich that you were down to see 
him on this same case you were talking about in New York? 

Mr. Saver. I have no recollection of that, that I said that. 

Mr. DeWrnp. You just told him you wanted to see him the next 
day on a case ? 

Mr. Saver. That is correct. I may have said I would like to “see 
you on the Pattullo Modes case” or “may want to see you about a 
case in New York.” I don’t know. 

Mr. DeWrnp. The next day you and Mr. Quinn went to see Mr. 
Bolich at his office ? 

Mr. Saver. That is correct. 

Mr. DeW inp. What discussion ensued there? 

Mr. Saver. I reviewed the facts of the case and reviewed every- 
thing that had gone on before Mr. Wheeler, before Mr. Baradel. I 
am cutting this short. Do you want me to go through all of it, just 
what was said ? 

Mr. DeWinp. Let us briefly summarize the discussion first. 

Mr. Saver. After I discussed the various angles, he said to me, 
“Well, this is not technically a voluntary disclosure. But it could be 
handled as nonprosecution because of the cooperation by the taxpay- 
ers and the continued cooperation.” 

Mr. DeWtnp. That was his suggestion, not yours? 

Mr. Saver. Not mine, no, because I still was pressing the point for 
voluntary disclosure. 

91550—52—pt. 4-—48 
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Mr. DeWinp. What did you say to that? 

Mr. Saver. I don’t remember whether I answered to it or not. I 
don’t recall. 

Mr. DeWinv. He said it could be handled as a nonprosecution case / 

Mr. Saver. That is right. He told me to write a memorandum on 
it, on our conference, and send the memorandum to the agent in 
charge. 

Mr. DeWtnp. Was that Mr. Baradel ¢ 

Mr. Saver. I think that was William Frank. 

Mr. DeWinp. The suggestion was that you prepare a memorandum 
of your meeting with Mr. Bolich and deliver it to Mr. Frank? 

Mr. Saver. No. I was to send it through the mail or I was to send 
the memorandum to the office, but he told me that I was to incorporate 
in that memorandum my conference with him. 

Mr. DeWinp. Did he say that he would tell Mr. Frank of the 
New York office that was to be dropped from “prosecution” ¢ 

Mr. Saver. No. 

Mr. DeWinpv. But he did tell you that the case would not be prose 
cuted on the basis of cooperation offered by the taxpayer ¢ 

Mr. Saver. Yes. 

Mr. DeWinp. That was something you had not asked for at all / 

Mr. Saver. You mean that method of disposing of it? No, I didn't 
ask for that. 

Mr. DeWinp. You were arguing it was a voluntary disclosure. He 
said it was not, but on the basis of the cooperation “we can drop the 
prosecution” ¢ 

Mr. Saver. That is right. 

Mr. DeWinv. Mr. Quinn was present with you at this conference / 

Mr. Saver. That is correct. 

Mr. Curtis. What Mr. Quinn is that ? 

Mr. Saver. T. Vincent Quinn. 

Mr. Curtis. When was this conference ¢ 

Mr. Saver. December 1948. 

Mr. Curtis. Did he hold any position in the Government at that 
time ¢ 

Mr. Saver. Not at that time. 

Mr. DeWinpv. At that time Mr. Quinn had been elected to Congress / 

Mr. Saver. He had just been elected but he hadn't taken office. 

Mr. DeWrnp. What did you do after that in connection with this 
case? What was vour next move / 

Mr. Saver. We hada conference with Mr. Baradel at which time--— 

Mr. DeWinp. When was that / 

Mr. Saver. I haven't got the date of that. Three of the taxpayers 
were there. 

Mr. DeWinvb. That was on January 10, 1949/ 

Mr. Saver. Well, I submitted «a memorandum on January 10. 
Whether we had the conference that day I don’t know. 

Mr. DeWinp. Isthat the memorandum you prepared at Mr. Bolich’s 
instructions ¢ 

Mr. Saver. That iscorrect. But I would say it must have been after 
January 10 because the memorandum was submitted on January 10. 

Mr. DeWinp. How long a lapse was there in between your confer- 
ence and the preparation of this memorandum ¢ 

Mr. Saver. It was a month or maybe a couple of weeks. 
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Mr. DeWrnpv. For 2 weeks or a month you didn’t do anything about 
this case ¢ 

Mr. Saver. That is correct. 

Mr. DeWrnp. I have here a photostatic copy of this brief or memo- 
randum you submitted, and it bears on the face of it the notation im 
handwriting in parentheses “Submitted by Saver at the time of final 
conference on January 10, 1949.” 

Mr. Saver. That would refresh my recollection. I thought I sub- 
mitted it prior to that. They wanted it prior to that. 

Mr. DeWinp. Are you saying between the time of your conference 
some time in late November or December that you did nothing about 
carrying out the Bolich proposition until January 10, 1949? 

Mr. Saver. That is correct, sir. ‘That is what my records show. 

Mr. DeWinpb. Could that be that you conferred in early January ? 

Mr. Saver. You mean with Bolich? 

Mr. DeWrnp. Yes. 

Mr. Saver. No. 

Mr. DeWinp. Why not ? 

Mr. Saver. Because that conference was prior to January. It was 
in December. It was prior to Christmas. 

Mr. DeWrnpv. How do you know that? 

Mr. Saver. I have it in my records. 

Mr. DeWrnp. That record you prepared in the last couple of 
months ¢ 

Mr. Saver. That is right. I am pretty sure I got this from my 
recollection being refreshed at the last time or the time before I con- 
ferred with Mr. Schapiro. 

Mr. DeWinv. What suggests this took place before Christmas? 

Mr. Saver. I know I wouldn't have come down between Christmas 
and New Year’s. 

Mr. DeWrnp. You could have come down in January? 

Mr. Saver. I could have come down in January, but not January Ist 
to January 10. 

Mr. DeW inp. Why not? 

Mr. Saver. Because I think some time had to elapse. I had other 
work to do. This wasn't the only case that was in the office. I know we 
did not come down here in January to diseuss this case with Mr. 
Bolich. 

Mr. DeW1npv. How do you establish that fact? 

Mr. Saver. It is my recollection, sir. 

Mr. DeWinp. You have a distinct recollection when you saw him 
that it was before Christmas? 

Mr. Saver. That is right. No, the reason I assume it was before 
Christmas is I didn’t come down here between Christmas and New 
Year's. Therefore, I fixed the time as prior to Christmas. 

Mr. DeWinp. What fixes the time in vour mind prior to Christmas ¢ 

Mr. Saver. The fact I wasn’t in Washington between Christmas 
and New Year's. 

Mr. DeWixp. How do you know you weren't in Washington be 
tween January | and January 104 

Mr. Saver. I don't know that. 

Mr. DeWinp. Mr. Baradel’s diary shows that he discussed this mat- 
ter with Mr. Bolich on the long distance from Washington to New 
York on January 5, 1949. 
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Would that not tend to establish you had spoken to Mr. Bolich in 
January ? 

Mr. Saver. That wouldn’t assist me at all. 

Mr. DreWinp. It would seem to me remarkable that a month would 
elapse after this whole surprising development before you did anything 
about it. 

Mr. Saver. I didn’t say a month. I said it must have been prior 
to Christmas. 

Mr. DeWinp. Let’s leave that for the moment. 

In any event, on January 10 you conferred with Mr. Baradel and 
submitted a memorandum of your meeting with Mr. Bolich¢ 

Mr. Saver. That is correct. 

Mr. DeWrnp. At that meeting was it understood prosecution would 
be dropped ¢ 

Mr. Saver. Yes. That was the final conference in this case. 

Mr. DeWinp. After your conference in Washington did you dis- 
cuss the matter with Mr. Davis? Did you report to Mr. Davis? 

Mr. Saver. Iam quite sure I did. I talked to Mr. Davis. I talked 
to Mr. Schwaeber. I told him the results, what we had accomplished 
down in Washington. 

Mr. DeWinp. You were entirely surprised at the outcome? 

Mr. Saver. Well, I suppose I was. I was surprised. 

Mr. DeWrnp. You had already told Mr. Davis you didn’t think it 
would do any good, so you must have been surprised. 

Mr. Saver. That is right. 

Mr. DeWinv. What did Mr. Davis say when you told him of this 
surprising turn of events in Washington ¢ 

Mr. Saver. I don’t recall any reaction by Davis, just what he said 
or what was said between us at that time. 

Mr. DeWrnp. Did Mr. Davis say anything to you to indicate he was 
not surprised by the result ? 

Mr. Saver. No. He didn’t say anything that would indicate either 
way. 

Mr. DeWinp. He had suggested to you that you should go and see 
Mr. Bolich about this case ? 

Mr. Saver. That is correct. 

Mr. DeW inv. When you came back and reported, he made no com- 
ment ¢ 

Mr. Saver. There was no comment. 

Mr. DeW inp. Here was a case that had been going along for a year 
in New York and had not made any progress in having prosecution 
abandoned. All of a sudden in one conference suggested by Mr. Davis 
the case was dropped. 

Mr. Saver. That is right. 

Mr. DeWinp. Mr. Davis expressed no surprise whatever ‘ 

Mr. Saver. Not that I recall. 

Mr. DeWtnp. I have no further questions. 

Mr. Kean. Just how well did you know Mr. Bolich ¢ 

Mr. Saver. I knew him very well, sir. I had known him over a 
period of 20 years. 

Mr. Kean. When he was in Brooklyn you used to lunch together 
from time to time ‘ 

Mr. Saver. That is right. 
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Mr. Kean. Your families were friends? 

Mr. Saver. That is right. 

Mr. Kean. You would visit his home and we would visit yours? 

Mr. Saver. That is correct. 

Mr. Kean. Did you ever know Mr. Grunewald ? 

Mr. Saver. No, sir. 

Mr. Kean. Did you ever hear of him before this case ? 

Mr. Saver. Not before this case. 

Chairman Kine. You may be exe cused, Mr. Saver. 

Mr. Halperin, will you be sworn? 

Mr. Havrerin. Before you swear me, I would like to read a 1-page 
statement for the record. 

Chairman Kine. Under the rules we will have to take a look at it. 

Will you rise, sir? Will you be sworn? 

Mr. Havrerin. I object to being sworn, but under the direction 
of the chairman, of course, I will comply. 

Chairman Krvne. I hereby direct you to be sworn. Do you solemnly 
swear that the testimony you will give will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Havprerrn. Yes, sir. 


TESTIMONY OF MAX HALPERIN, ACCOMPANIED BY COUNSEL, 
HENRY G. SINGER, BROOKLYN, N. Y. 


Mr. Harrertn. Now I want to read that statement. May I be per- 
mitted to make a statement before I am sworn in? I have fully and 
fairly discussed the facts and circumstances of my alleged activities 
with my counsel, Henry G. Singer. I have told him, as I now tell you 
gentlemen, that I was called be fore a special grand jury of the U nited 
States District Court, Eastern District, Brooklyn, N Y. There I 
was interrogated concerning certain alleged activities of mine and I 
was informed that my actions and activities were then being investi- 
gated by the grand jury. It was obvious to me that the investigation 
of my actions s by that grand jury was an attempt to procure an indict- 
ment against me. 

Under these circumstances I very respectfully suggest that it would 
be improper and a violation of my constitutional rights under the 
fifth amendment to swear me as a witness or to require me to give 
any evidence which might be used against me or through which any 
leads could be furnished against me. 

Mr. DeWrnp. What is your full name, please ? 

Mr. Hatrerrn. Max Halperin. 

Mr. DeWrnp. How do you spell your last name? 

Mr. Havpertn. H-a-l-p-e-r-i-n. 

Mr. DeWrnp. Are you an attorney ? 

Mr. Hatrerrn. I am an attorney. 

Mr. DeWinp. Are you now associated with the law firm of Schop- 
pick & Davis? 

Mr. Hatrertn. I have discussed this question with my counsel, 
Henry G. Singer, and he has advised me I am not required to answer 
any question under the fifth amendment of the Constitution of the 
United States which results in my furnishing evidence which could be 
used against me. I must therefore respectfully decline to answer this 
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question upon the ground that Tam not obliged under the fifth amend- 
ment of the Constitution of the United States to be a witness against 
myself. 

Mr. DeWinp. During the years 1947 and 1948 were vou associated 
with the law firm of Schoppick & Davis? 

Mr. Haurertn. I make the same answer as to the previous question. 

Mr. DeWinp. Mr. Chairman, would it be satisfactory if the witness 
is permitted to say “I refuse to answer on the same grounds” and have 
the answer understood between the committee and the witness in each 
case that it shall be taken to embrace the full answer he read to the 
previous question ? 

Chairman Kine. Very well. If there is no objection that will be the 
order. 

Mr. DeWinp. Is that acceptable to you? 

Mr. Haurertn. Yes, sir. 

Mr. DeWinp. As to any question you decline to answer on the 
grounds you stated at some length here, just say “I refuse to answer on 
the same grounds.” 

Mr. Havrerin. Yes. 

Mr. DeWrnp. Mr. Halperin, the records and bank statements and 
canceled checks of the Schoppick & Davis firm disclose that on Novem- 
ber 10, 1948, you were paid the sum of $2,500 in connection with the 
Pattullo Modes case, and those same records further indicate on Jan- 
uary 24, 1949, you were paid the further sum of $3,500, 

For what reason were those payments made to you ? 

Mr. Havrerty. I refuse to answer the question on the same grounds. 

Mr. DeWinp. Do you know Mr. Henry Grunewald ? 

Mr. Havrertn. I refuse to answer that question on the same ground. 

Mr. DeWinpv. Mr. Halperin, testimony before this committee by 
Mr. Charles Oliphant, former Chief Counsel of the Bureau of Internal 
Revenue, was to the effect that Mr. Henry Grunewald had called on 
him concerning the Pattullo Modes case and a conference which you 
wished to have concerning that case. Did you ask Mr. Grunewald 
to arrange a conference with Mr. Oliphant for you / 

Mr. Havrerrn. I refuse to answer that question on the same grounds. 

Mr. DeWrnp. Mr. Halperin, have you ever stayed at the Washing- 
ton Hotel? 

Mr. Havrerrn. I refuse to answer that question on the same grounds. 

Mr. DeWinp. Did you register as a guest of the Hotel Washington 
in Washington, D. C., on January 3, 1949? 

Mr. Haurerin. I refuse to answer that question on the same grounds. 

Mr. DeWinp. Mr. Chairman, I have here a registration blank of 
the Hotel Washington, No. 37111, dated January 3, 1949. The regis- 
tration is in the name of Max Halperin, H-a-l-p-e-r-i-n, New York, 
N. Y., and it shows room No. 518 at a rate of $8. The $8 rate has 
a red line drawn through it and in red pencil is written $4. Below is 
the word “use.” The account number is 71194. The marks at the 
bottom are “Chg. Griswold.” There is also an invoice number 71194 
for room 318 dated January 3, 1949, showing a charge of $4 for the 
room for 1 day, and under remarks at the bottom of this is “Chg. to 
Henry Gruenwald.” 

I ask these two documents be made part of the record. 

Chairman Krine. If there is no objection, that will be the order. 

(The documents referred to are as follows:) 
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Mr. DeWinp. There is an invoice for the Hotel Washington dated 
January 13, 1949, No. 72291, covering room No. 328 in the name of 
M. Halperin. The amount of the charge is $3.50 for 1 day. At the 
bottom of the invoice are the remarks “Chg. to Gruenwald, use.” 

I ask that that be made a part of the record. 

Chairman Kina. If there is no objection that will be the order. 

(The document referred to is as follows:) 


HOTEL WASHINGTON 
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Mr. DeWrnp. Mr. Chairman, there is also a bill of the Hotel Wash- 
ington dated January 26, 1949, covering a bill for 1 day on room 
205 in the name of Max Halperin. At the bottom are the remarks 
“Use, Chg. H. Gruenwald.” 

This is bill No. 73758. Can that be made part of the record ? 

Chairman Kine. Without objection it will be the order. 

(The document referred to follows :) 
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Mr. DeWrnp. Another bill, No. 76544 of the Hotel Washington 
dated February 16, 1949, covering room 328 in the name of M. Hal- 
perin. At the bottom of this bill are the remarks “Chg. Gruenwald 
account.” 

I ask that that be made part of the record. 

Chairman Kina. Without objection it will be. 
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(The document referred to is as follows:) 


HOTEL WASHINGTON 


Mr. DeWrnp. In connection with that last bill there is a registra- 
tion blank No. 41714 dated February 16, 1949, for the Hotel Washing- 
ton in the name of Max Halperin, New York, N. Y., for room 328, 
showing a rate of $7, which is drawn through with a red line and 
reduced to $3.50, and the word “use” appears. 

Under “Remarks” is apparently “Box 244, H. Grunewald Wash. 
D.C.” 

May I ask that the be made a part of the record ¢ 

Chairman Kine. Without objection it will be made part of the 
record. 
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(The document referred to is as follows :) 
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Mr. DeWinp. Mr. Chairman, I am informed by the Hotel Wash- 
ington that the word “use” on bills of this kind relates to use of the 
room during the daytime for use and occupancy and indicates it was 
not used for an overnight stay. 

Mr. Chairman, the records of the hearing of the Subcommittee To 
Investigate Wire Tapping in the District of Columbia of the Com 
mittee on the District of ¢ olumbia of the United States Senate shows 
that on page 152 of the report of the hearings that Mr. Henry Grune 
wald appearing before the committee was asked by Mr. Fay who Max 
Halperin was. 


Mr. GRUNEWALpD. He is an associate friend of mine. 

Mr. Fay. He is an associate friend of yours? 

Mr. GRUNEWALD. A friend of mine, put it that way. 

Mr. Fay. Is he an attorney? 

Mr. GrRUNEWALD. Yes, sir 

Mr. Fay. Does he use your suite at the Washington Hotel? 

Mr. GRUNEWALD. Yes, he did, with my permission. 

Mr. Fay. You registered at the Hotel? 

Mr. GrRuUNEWALD. Yes 

Mr. Fay. In your own name? 

Mr. GrunewaLp. In Mr. Woodring’s name. 

Mr. Fay. Mr. Woodring’s name? 

Mr. GRUNEWALD. Yes, nothing mysterious about that: Harry Woodring, former 
Secretary of War. a friend of mine that was associated with him. 

Mr. Fay. Why didn’t you register in your own name? 

Mr. MALoney. Just a minute. At this point I most respectfully take excep- 
tion to that question. 


Then there follows three paragraphs by Mr. Maloney. 
Chairman Kine. That is Mr. Power Maloney? 

Mr. DeWrnp. Yes. 

The Chairman says: 


You refuse to answer that last question on the advice of your counsel? 
Mr. GRUNEWALD. Yes, sir 
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Mr Halperin, do you know a Mr. Hoffman associated with the law 
firm of Schoppick & Davis? 

Mr. Hauperry. I refuse to answer on the same grounds. 

Mr. DeWinp. Mr. Halperin, did you ever make any payments 
either to Mr. Grunewald or to Mr. Bolich which were in any way 
related, directly or indirectly, to the Pattullo Modes tax case? 

Mr. Havrerin. I refuse to answer that question on the same grounds 
as previously stated. 

Mr. DeWinp. You are an attorney and a member of the bar of 
the State of New York? 

Mr. Havrerti. I am, sir. 

Mr. DeWrnpv. How long have you been a member of the bar? 

Mr. Havrerin. Forty-two years, since October 24, 1910. 

Mr. DeWrnp. Have you ever previously refused to answer any 
questions asked you under oath on the ground that the answers might 
tend to incriminate you ¢ 

Mr. Havrerin. I refuse to answer that on the same grounds as 
previously stated. 

Mr. DeWinp. Are you admitted to practice before the United 
States Treasury Department ? 

Mr. Hatrerry. I am, sir. 

Mr. DeWinp. How long have you held that card authorizing 
you to practice before the Department ? 

Mr. Harerin. 1949. 

Mr. DeWinp. Since 1949? 

Mr. Havrertn. April 5, 1949, I think. 

Mr. DeWrnp. Have you ever filed any powers of attorney to rep- 
resent taxpayers with the Bureau of Internal Revenue? 

Mr. Harrerrn. I never did. 

Mr. DeWinp. Have you ever represented any taxpayers before the 
Bureau of Internal Revenue? 

Mr. Havrertn. That question I refuse to answer on the grounds 
previously stated. 

Mr. DeWrnp. Have you ever represented any taxpayers before 
the Bureau of Internal Revenue other than Pattullo Modes or any- 
body connected with Pattullo Modes? 

Mr. Hatrerrn. I must refuse to answer the question on the same 
grounds previously stated. 

Mr. DeWinv. Are you a member of the bar of any Federal court? 

Mr. Hatrerrn. No, sir. 

Mr. DeWrnp. Your only bar membership is in the State of New 
York, and you are admitted to practice before the United States 
Treasury Department ? 

Mr. Harrertn. I am not admitted in the district court. I am 
admitted in the Supreme Court. 

Mr. DeWrnp. To practice before the United States Supreme Court ? 

Mr. Hatrertn. No. I mean I am admitted to the State supreme 
court, the appellate division, first department. 

Mr. DeWrnp. Not to any Federal court? 

Mr. Harrerin. No, sir; not in any Federal court. 

Mr. DeWinp. Are you admitted to practice before any other agen- 
cies of the Federal Government ? 

Mr. Hatreri. No, sir. 
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Mr. DeWrnp. Do you believe, Mr. Halperin, that a person ad- 
mitted to practice before the court of any State or before any Federal 
Government department should be entitled to continue to practice 
after declining to answer questions based upon possible self-incrimi- 
nation ¢ 

Mr. Havrerty. I refuse to answer that question on the same grounds. 

Mr. DeWtinp. Lawyers historically have been viewed as officers 
of the court in which they are admitted ; have they not ¢ 

Mr. Stncer. May I answer you and say that the Court of Appeals 
of the State of New York has held otherwise on this very question in 
several reported cases. I would suggest that you do not ask him ques- 
tions of law, sir, but ask him facts. 

Mr. DeWrnp. Do you direct Mr. Halperin’s attorney to make 
statements without getting permission, Mr. Chairman ¢ 

Mr. Stncer. I am sorry if I did not receive permission. I apologize. 
May I say that the rule of law announced—— 

Mr. DeWrnp. Are you getting permission? Mr. Chairman? 

Chairman Krne. I don’t think that is important. 

Mr. Srncer. I suggest the witness do not answer the question with 
respect to any point of law. Iam sorry if I offended. I don’t want 
to. 

Chairman Krye. That is all. 

Mr. DeWrnp. That is all, Mr. Chairman. 

Chairman Kine. Are there any further questions? 

Mr. Hatrertn. Can we leave? 

Chairman Kina. I would say “Yes.” 

Mr. DeWtnp. Just a minute, please, Mr. Chairman. 

Chairman Kine. Mr. Halperin, you may be excused. 

Mr. Davis, please. Will you be sworn? Do you solemnly swear 
that the testimony you are about to give will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 


Mr. Davis. I do. 


TESTIMONY OF IRVING DAVIS, ACCOMPANIED BY COUNSEL, 
MAXWELL H. GOLDSTEIN, NEW YORK, N. Y. 


Mr. Davis. May I make this statement? The statement read by the 
previous witness at the time he was sworn with respect to the pendency 
of the grand jury investigation into the Pattullo matter is a question 
which is apelicsble to myself. I am also under subpena and have 
appeared before the grand jury. My activities are alleged activities 
with respect to the Pattullo matter and under investigation by that 
grand jury in the eastern district of New York. I join in the statement 
and my objection to testifying at this time. 

Mr. DeWrnpv. Would you please identify your attorney ? 

Mr. Davis. Maxwell Goldstein. 

Mr. DeWrnp. Mr. Davis, have you received any advice with respect 
to your testimony here and what answers you should refuse to give 
from anybody other than your attorney, Mr. Goldstein ? 

Mr. Davis. With nobody else. 

Mr. DeWrnp. Mr. Davis, you are a member of the law firm of 
Schoppick & Davis? 

Mr. Davis. No longer. 
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Mr. DeWinv. When did you cease to be a member of that firm / 

Mr. Davis. March 1951. 

Mr. DeWinp. You are now practicing by yourself? 

Mr. Davis. Yes, sir. 

Mr. DeWinp. You are a member of the bar of the State of New 
York ¢ 

Mr. Davis. I am. 

Mr. DeWinp. What other bars are you a member of ¢ 

Mr. Davis. Southern district of New York, Federal bar. 

Mr. DeWinpb. Are you admitted to practice before the United States 
Treasury Department ¢ 

Mr. Davis. Yes, sir. 

Mr. DeWrxp. Mr. Davis, who is Max Halperin / 

Mr. Davis. I refuse to answer on the grounds stated in the fifth 
xmendment to the Constitution of the United States. 

Mr. DeWtnp. Specifically, Mr. Davis, are you placing your refusal 
to answer on grounds that the answer might tend to incriminate you ? 

Mr. Davis. On the ground | shall be compelled to be a witness 
against myself. 

Mr. DeWinp. Mr. Davis, do you recall in August of 1951 you ap 
peared before this committee in executive session / 

Mr. Davis. Yes, sir. I beg your pardon. It wasn’t before the 
committee. It was before committee counsel. 

Mr. DeWinp. That was on August 30, 1951, was it not 4 

Mr. Davis. That is correct, sir. 

Mr. DeWinp. Then again on September 6, 1951 ? 

Mr. Davis. That is correct. 

Mr. DeWinp. At that time you testified before members of the statf 
of this committee and representatives of the Bureau of Internal Reve 
nue, did you not ¢ 

Mr. Davis. I did. 

Mr. DeWixp. You testified under oath ¢ 

Mr. Davis. I was sworn, yes. 

Mr. DeWinp. Again on September 6 when you testified there was a 
representative of the Bureau of Internal Revenue present, Mr. George 
Rutledge / 

Mr. Davis. I think so, ves. 

Mr. DeWinp. Again you testified under oath? 

Mr. Davis. I was sworn, ves. 

Mr. DeWinxp. On November 10, 1948, the records of the firm of 
Schoppick & Davis show that a payment was made to Mr. Maxwell 
Halperin in the amount of $2,500, which records indicate it was in 
connection with the Pattullo Modes case. For what was that payment 
mace ¢ 

Mr. Davis. 1 respectfully refuse to answer that question on the 
grounds previously stated. 

Mr. DeWixp. On December 9, 1948, a payment was made by the 
firm of Schoppick & Davis to Mr. Halperm in the amount of $1,760 
In connection with the matter which was indicated as Gotham. What 
was that payment made “or / 

Mr. Davis. Same answer, sir. 

Mr. DeWrnp. On January 24, 1949, a payment of $3,500 was made to 
Mr. Halperin by the firm of Schoppick & Davis. For what was that 


payment made ¢ 
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Mr. Davis. Same answer, sir. 

Mr. DeWinp. What was the total amount of fees paid to Schoppick 
& Davis or any member of the firm for representing Pattullo Modes or 
any of its officers or stockholders / 

Mr. Davis. I refuse to answer on the same grounds. 

Mr. DeWinp. Mr. Davis, the records of the firm of Schoppick & 
Davis and the records of Pattullo Modes both show that during the 
year 1947 the firm of Schoppick & Davis received a total amount of 
$12,500 from Pattullo Modes: in 1948, $12,500: in 1949, $57,500; in 
19D0O, 82500. 

In 1951 a bill was submitted for $5,000, payment of which was not 
received, making a total of $107,500, plus $5,000 not paid. 

Was that the total amount of fees that you received from Pattullo 
Modes? 

Mr. Davis. Same answer, sir. 

Mr. DeWinpv. Did you receive any other payments of any other kind 
from Pattullo Modes or anybody connected with Pattullo Modes ¢ 

Mr. Davis. Same answer. 

Mr. DeWtnp. Mr. Davis. Mr. Saver has testified here that sometime 
in November or December of 1948 you advised him that he should seek 
a conference concerning the Pattullo Modes case with Daniel A. 
Bolich., who was then the Assistant Commissioner of Internal Rev 
enue. Did you so advise Mr. Saver / 

Mr. Davis. Same answer. 

Mr. DeWrnp. Mr. Chairman, I have no further question of Mr. 
Davis in view of this continued refusal to answer questions. 

Mr. Byrnes. Mr. Davis, do you have a Treasury card / 

Mr. Davis. Yes. 

Mr. Byrnes. Is it still in force and effect ? 

Mr. Davis. I think cards were valid until Mareh 15, 1952. 

Mr. Byrnes. They never revoked that prior to March 15, 1952 ¢ 

Mr. Davis. They did not. 

Mr. LYRNES. They reissued a card to you ( 

Mr. Davis. No, sir. 

Mr. Byrnes. Have you made application for a card ¢ 

Mr. Davis. No, sir. 

Mr. Byrnes. ‘That is all. 

Mr. Curtis. Do you know Mr. Grunewald ¢ 

Mr. Davis. I refuse to answer on the grounds previously stated. 

Mr. Curris. Do you know Mr. William Power Maloney ¢ 

Mr. Davis. No, sir. 

Chairman Kine. You may be excused. 

Mr. Hoffman, please. 

Do you solemnly swear the testimony you will give will be the truth, 
the whole truth and nothing but the truth, so help vou God ¢ 


Mr. Horrmayn. I do. 


TESTIMONY OF MILTON HOFFMAN, NEW YORK, N. Y.. ACCOMPANIED 
BY HIS COUNSEL, MAXWELL H. GOLDSTEIN, NEW YORK, N. Y. 


Mr. Horrmayn. I join in the same statement made by Mr. Davis 
hefore I testify. 

Mr. DeWinp. What is your full name / 

Mr. Horremax. Milton Hoffman. 
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Mr. DeWinv. What is your occupation ? 

Mr. Horrman. Accountant. 

Mr. DeWrnp. Are you a certified public accountant ¢ 

Mr. Horrman. No, sir. 

Mr. DeW inv. What training as an accountant have you had? 

Mr. Horrman. I have taken various accounting courses. 

Mr. DeWinp. Where have you taken accounting courses ¢ 

Mr. Horrman. The College of the City of New York and New York 
University. 

Mr. DeWinpv. Do you hold a degree in accounting from either of 
those institutions? 

Mr. Horrman. No, sir. 

Mr. DeWinp. Are vou admitted to practice before the United States 
Treasury Department ¢ 

Mr. Horrman. No, sir. 

Mr. DeWinp. You are sure you have never had a Treasury card 
issued to you ¢ 

Mr. Horrman. No, sir. 

Mr. DeW inp. Where you formerly associated with the law firm of 
Schoppick & Davis? 

Mr. Horrman. I refuse to answer on the grounds that it may tend 
to incriminate me. 

Mr. DeWinpv. Did you perform any services in connection with the 
Pattullo Modes tax case ? 

Mr. Horrman. I refuse to answer on the grounds it may tend to 
incriminate me, 

Mr. DeWinpv. On June 8, 1948, the records of Schoppick & Davis 
show you received a payment of $1,000. For what was that payment ! 

Mr. Horrman. I refuse to answer on the same grounds, sir. 

Mr. DeWrnp. On October 27, 1948, the records indicate another 
payment of $500. What was that for? 

Mr. Horrman. I refuse to answer on the same grounds, sir. 

Mr. DeWinp. Mr. Hoffman, are you associated now with any firm 
or other individuals in your practice of accounting ? 

Mr. Horrman. I refuse to answer on the same grounds, sir. 

Mr. DeWinpv. Where is your office? 

Mr. Horrman. 745 Fifth Avenue. 

Mr. DeWrnp. On your office door what names appear ? 

Mr. Horrman. Samuel Schoppick, William Jaffe, Alfred Rosen. 

Mr. DeWrnp. Does your name appear? 

Mr. Horrman. Yes, sir. 

Mr. DeWrnp. Is there any firm name or just these individual’s 
names? Are you associated with any or all of those individuals in 
any way? 

Mr. Horrman. I refuse to answer on the same grounds. 

Mr. Byrnes. Does a firm name appear on the door? 

Mr. Horrman. No, sir. 

Mr. Byrnes. Just the individual names? 

Mr. Horrman. Yes, sir. 

Mr. DeWrnp. How long have you maintained your offices there? 

Mr. Horrman. I would say about 8 months. 

Mr. DeWrnp. Prior to that time where was your office? 

Mr. Horrman. 535 Fifth Avenue. 
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Mr. DeWinp. Were you with a firm there or did you occupy offices 
by yourself? 

Mr. Horrman. I refuse to answer on the same grounds, sir. 

Mr. DeWinp. What names appeared on the door there ? 

Mr. Horrman. Schoppick & Davis. 

Mr. DeWinp. Did your name appear on the door? 

Mr. Horrman. On the bottom of the door. 

Mr. DeWrnp. As an accountant do you engage in the preparation 
of Federal tax returns ? 

Mr. Horrman. No, sir. 

Mr. DeWrnp. You never prepare Federal tax returns for clients? 

Mr. Horrmaan. I may have prepared one or two for a friend. 

Mr. DeWrnp. What is the nature of your accounting business? 

Mr. Horrman. I refuse to answer on the same grounds. 

Mr. DeWrnp. You refuse to give any information whatsoever con- 
cerning the nature of your professional practice ? 

Mr. Horrman. I refuse to answer on the same grounds. 

Mr. DeWinpb. You practice as an accountant, and are you subject 
to any regulation by any New York State official body ? 

Mr. Horrman. I wouldn't know. 

Mr. DeWinp. You are not admitted to practice or certified in any 
way by any State body? 

Mr. Horrman. No, sir. 

Mr. DeWinp. In the New York telephone book, Mr. Hoffman, you 
are listed as a consultant. What does that mean ? 

Mr. Horrman. I just put the word in. 

Mr. DeWinp. On what matters do you consult ? 

Mr. Horrman. I refuse to answer on the same grounds. 

Mr. Curtis. Whom did you consult with ? 

Mr. Horrman. Refuse to answer on the same grounds. 

Mr. DeWrnpv. Do you have a letterhead in your business, a printed 
letterhead ? 

Mr. Horrman. My own letterhead ? 

Mr. DeWinp. Yes. Do you have a professional letterhead ? 

Mr. Horrman. No, sir. 

Mr. DeWinp. When you write letters, on what letterhead do you 
write them, if any? 

Mr. Horrman. I write them on my own memorandum pad, to the 
best that I remember, on my own memorandum pad. 

Mr. DeWrnp. You never write letters on stationery with any printed 
letterhead ? 

Mr. Horrman. If I wrote a letter, it must have been written on 
Schoppick & Davis’ stationery. 

Mr. DeWrnp. Since you have left Schoppick & Davis, on what sta- 
tionery do you write letters? 

Mr. Horrman. I think the only letters I ever wrote were on my 
personal, on my memorandum pad. 

Mr. DeWtinp. Do you have a secretary ? 

Mr. Horrman. No, sir. 

Mr. DeWrnp. Do you write any letters or communications in your 
business longhand ? 

Mr. Horrman. Yes. 

Mr. DeWinpv. Do you employ anybody in your business ? 

Mr. Horrman. No, sir. 
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Mr. DeWrnp. Do you prepare or maintain any books or records 
or balance sheets or any forms of accounting for any clients ¢ 

Mr. Horrman. I refuse to answer on the same ground. 

Mr. DeWrnp. Do you engage in any way in the practice of account- 
ancy ¢ 

Mr. Horrman. I refuse to answer on the same ground. 

Mr. DeWrnp. Have you ever engaged in any way in the practice of 
accountancy ¢ 

Mr. Horrman. Refuse to answer on the same ground. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. Are there further questions? You may be ex- 
cused. 

The committee will adjourn until 10:30 tomorrow morning. 

(Whereupon, at 5 p. m., the committee was recessed, to reconvene at 
10: 30a.m., Wednesday, April 2, 1952.) 
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WEDNESDAY, APRIL 2, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
OF THE INTERNAL REVENUE Laws of THE 
CoMMITTEE ON Ways AND MEAns, 
Washington, D. G. 

The subcommittee met at 10.30 a. m., pursuant to recess, in the 
caucus room, Old House Office Building, Hon. Cecil R. King (chair- 
man of the subcommittee) presiding. 

Present: Representatives King, Keogh, Kean, Curtis, and Byrnes. 

Also present: Donald Schapiro, assistant counsel; Bruno Schach- 
ner, special counsel ; and William A. Silk. 

Chairman Kine. Come to order, please. 

Mr. Lemay, please. Will you be sworn? Do you solemnly swear 
that the testimony you will give will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Lemay. I do. 


TESTIMONY OF GEORGE H. LEMAY, SPECIAL AGENT, INTELLIGENCE 
DIVISION, ACCOMPANIED BY GEORGE W. RUTLEDGE, INTERNAL 
REVENUE AGENT, BUREAU OF INTERNAL REVENUE 


Mr. Scuapiro. Will you state your full name, please ? 

Mr. Lemay. George H. Lemay. 

Mr. Scuaptro. Is that one word? 

Mr. Lemay. Yes. 

Mr. Scuartro. What is your position? 

Mr. Lemay. Special agent in the Intelligence Division, Bureau of 
Internal Revenue. 

Mr. Scuaptro. Where is your office duty normally ? 

Mr. Lemay. Boston, Mass. 

Mr. Scuapiro. Seated on your right, Mr. Lemay, is another agent; 
is that right? 

Mr. Lemay. That is correct. 

Mr. Scuarrro. Would you identify him, please ? 

Mr. Lemay. George W. Rutledge, internal revenue agent. 

Mr. Scuaptro. Spell his last name, please. 

Mr. Lemay. R-u-t-]-e-d-g-e. 

Mr. Scuapiro. Where is his post of duty ? 

Mr. Lemay. New York, N. Y. 

Mr. Scuarimo. You and Mr. Rutledge were assigned to conduct a 
joint investigation with the King committee; is that correct ? 

Mr. Lemay. That is correct. 
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Mr. Scuartro. Who was the subject of your investigation ? 

Mr. Lemay. Daniel A. Bolich. 

Mr. Scuapiro. Formerly Assistant Commissioner of Internal 
Revenue ? 

Mr. Lemay. That is correct. 

Mr. Scuarrro. When did you begin your investigation ? 

Mr. Lemay. On August 6, 1951. 

Mr. Scuarmo. You and Mr. Rutledge both started a joint investi- 
gation ? 

Mr. Lemay. Mr. Rutledge was assigned subsequent, on or about 
August 14, 1951. 

Mr. Scuarrro. Have you had an opportunity to review in connec- 
tion with your investigation of Mr. Bolich his personnel file and 
Bureau history ? 

Mr. Lemay. I have. 

Mr. Scuariro. Will you be good enough to outline the positions 
which Mr. Bolich held in the Bureau of Internal Revenue 
chronologically ? 

Mr. Lemay. On January 2, 1922, Mr. Bolich was appointed 
deputy collector of internal revenue in the office of the collector of 
internal revenue, Cleveland, Ohio. 

On May 1, 1923, he was appointed an internal revenue agent with 
post of duty at New York, the office being located at the custom- 
house. 

On October 1, 1924, he was appointed a special agent in the Intelli- 
rence Division and assigned for duty to the special agent in charge, 
New York, N. Y., which position he held until December 31, 1929. 

On January 1, 1930, he was appointed revenue agent in charge at 
Philadelphia, Pa. 

Mr. Scuarimo. How old was Mr. Bolich when he was appointed 
internal revenue agent in charge in Philadelphia ? 

Mr. Lemay. He was age 30. 

Mr. Scuartro. Is that a relatively young age to hold a responsible 
position like that ¢ 

Mr. Lemay. It is. 

Mr. Scuarimo. How long did he remain an internal revenue agent 
in charge in Philadelphia ¢ 

Mr. Lemay. He remained in Philadelphia until May 31, 1932, and 
was a appointed internal revenue agent in ge In 
Newark, N. J. The date of his appointment to New: ark, N. J., was 
May 31, 1932, where he pel os until August of 1932 and then 
became internal revenue agent in charge in Brooklyn, N. Y. 

On May 16, 1945, he was transferred as internal revenue agent in 
( me to the third New York district where he remained until Febru- 
ary 25, 1946, at which time he was appointed special agent in charge, 
Ne ‘WwW , Seat, N. Y. 

On September 1, 1948, he was appointed Assistant Commissioner 
of Internal Revenue, where he remained as Assistant Commissioner 
— relieved from his position at his request on September 18, 1951, 
by Mr. Winkle, who then became Assistant Commissioner. Mr. Bolich 
at that time was transferred to the Planning Division of the Bureau 
of Internal Revenue. 

On November 19, 1951, Mr. Bolich resigned his position with the 
Bureau of Internal Revenue on account of health. 
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Mr. Scuaptro. In other words, sir, from 1922 to 1930 Mr. Bolich’s 
official duties consisted of auditing tax returns and from 1930 through 
1951 he held important supervisory jobs in the Bureau of Internal 
Revenue culminating with the position of Assistant Commissioner ; 
is that correct ¢ 

Mr. Lemay. That is correct. 

Mr. Scuaptro. Was Mr. Bolich aware of the investigation which 
was being conducted by you and Mr. Rutledge at the time of his 
resignation ¢ 

Mr. Lemay. He was. 

Mr. Scuartro. What reasons did he advance for his resignation ? 

Mr. Lemay. He advanced no reason to me, because he merely sub- 
mitted his resignation to the Commissioner which was accepted on 
health grounds. 

Mr. Scuartro. He indicated that he was resigning for reasons of 
poor health ? 

Mr. Lemay. That is correct. 

Mr. Scuariro. When Mr. Bolich was special agent in charge in 
New York, starting in 1946, what sort of tax returns were being au- 
dited ; that is, what years were being considered ? 

Mr. Lemay. As special agent in charge? 

Mr. Scuaptro. Starting in 1946, which tax returns were being au- 
dited by the special agent’s office? 

Mr. Lemay. There is no statute of limitations as far as fraud is 
indicated or proved prior to 1945. 

Mr. Scuartro. In the normal course of events the returns which 
would be audited would be those of 1942, 1943, and 1944? 

Mr. Lemay. Those years would be involved. 

Mr. Scuaptro. Those were the war years, were they not? 

Mr. Lemay. That is right 

Mr. Scuarrro. Was any special problem created by auditing tax 
returns of war years? 

Mr. Lemay. No. Well, the only thing that happened in those war 
years is there were more fraudulent returns or in greater number of 
dollars than prior years. 

Mr. Scuarmo. Was there not an OPA regulation which required 
that records be kept for price ceilings? 

Mr. Lemay. That is correct. 

Mr. Scuariro. Wasn’t there an unusual amount of currency in 
use for normal business operations ? 

Mr. Lemay. That is correct. 

Mr. Scuariro. Wasn't there a problem of black-market sales and 
ack-market purchases ¢ 

Mr. Lemay. That is right. 

Mr. Scuartro. So the amount of cash around during the war years 
was probably greater than years prior and subsequent thereto ¢ 

Mr. Lemay. Definitely. 

Mr. Scuarrro. You as a special agent and group chief in Boston 
faced the problem of determining cash purchases and cash sales! 

Mr. Lemay. That is correct. 

Mr. Scuariro. That is a particularly difficult job where no books 
and records are kept? 

Mr. Lemay. That is correct. 
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Mr. Scrarmo. Was Mr. Bolich concerned with this problem when 
he was special agent in charge at New York? 

Mr. Lemay. He was. 

Mr. Scrarmo. Mr. Lemay, have you had an opportunity to talk 
with Mr..Bolich and to review his personnel file to determine his 
family position and address and residence ? 

Mr. Lemay. I have. 

Mr. Scnarrmro. Would you give us in summary the nature of Mr. 
Bolich’s far ily ¢ 

Mr. Lemay. Mr. Bolich is married and has five children—Daniel 
Bolich, Jr., age 22; Patricia Bolich, 21—— 

M. Scuarrro. Where is Daniel Bolich, Jr., now ? 

Mr. Lemay. He is presently in the Army. 

Mr. Scuariro. Prior thereto where was he? 

Mr. Lemay. He attended Fordham University and prior to that St. 
Johns College and LaSalle Military Academy. 

Mr. Scuariro. The second child who was mentioned was Patricia 
Bolich ? 

Mr. Lemay. She is presently a senior at Rosemont College, Bryn 
Mawr. 

Mr. Scuapiro. The third child is how old? 

Mr. Lemay. Joseph is age 19 and is a sophomore at Fordham 
University. 

Mr. Scuarrmo. Prior to that which school did he attend? 

Mr. Lemay. LaSalle Military Academy. 

Mr. Scuaprrro, The fourth child? 

Mr. Lemay. Is Mary Bolich and is in St. Xavier’s High School, 
Brooklyn, N. Y. 

Mr. Scuarmo. She is approximately 16? 

Mr. Lemay. That is right. 

Mr. Scuariro. The fifth child? 

Mr. Lemay. Is Ann, age 13, and is in St. Xavier’s High School. 

Mr. Scuarrro. Where does Mr. Bolich live? What residence does 
he have? 

Mr. Lemay. He lives in Brooklyn, N. Y., and has a home at Spring 
Lake, N. J. 

Mr. Scuartro. Does he own his home in Brooklyn? 

Mr. Lemay. He does. 

Mr. Scnarrro. The home at Spring Lake, does he own that ? 

Mr. Lemay. He does. 

Mr. Scuapio. Is that used primarily for summer? 

Mr. Lemay. It is, but he does go there during the fall and winter 
months. 

Mr. Scuarrro. In other words, your examination of the utility bills 
enabled you to say the home is heated during the winter as well? 

Mr. Lemay. That is correct. 

Mr. Scuariro. When he was Assistant Commissioner where did he 
live? 

Mr. Lemay. He lived at the Hotel Washington from September 1948 
to April 30, 1951, From there he moved to the Westchester Apart- 
ments in Washington, D. C., from May. He resided there from May 1 
until September 7, 1951. 

Mr. Scuariro. When Mr. Bolich’s family was in Spring Lake for 
the summers of 1946, 1947, and 1948 and Mr. Bolich was employed 
by the Government in New York, where did he live? 
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Mr. Lemay. During the summers of 1946, 1947, and 1948 he main- 
tained a room at the Bossert Hotel in Brooklyn, N. Y. 

Mr. Scrnariro, Mr. Bolich lived-at the Bossert Hotel in Brooklyn, 
while he owned a home in Brooklyn at the same time ? 

Mr. Lemay. That is correct. 

Mr. Scuapiro. Approximately what was his rent at the 
Hotel during the period 1946 through 1948 ¢ 

Mr. Lemay. His rent was $150 a month. 

Mr. Scurarmro. How did you and Mr. Rutledge start your investi- 
gation of Mr. Bolich in August of 1951? 

Mr. Lemay. I was called in to Washington by Mr. William Woolf, 
then Chief of the Intelligence Division, and given the assignment to 
investigate Mr. Daniel A. Bolich. 

Mr. Scuartro. You asa representative of the Treasury Depa tment 
were appointed to investigate Mr. Bolich in cooperation with the 
King subcommittee; is that right? 

Mr. Lemay. That is correct. 

Mr. Scnarrro,. During the period of this investigation there was 
full and complete cooperation on both sides? 

Mr. Lemay. That is correct. 

Mr. Scuartro. Complete interchange of information of all sorts; 
is that correct ? 

Mr. Lemay. That is correct. 

Mr. Scnartro. At the start of your investigation, after obtaining 
Mr. Bolich’s tax returns, did you attempt to secure other financial 
information from him? 

Mr. Lemay. Yes. 

Mr. Scuaptro. How did you go about that? 

Mr. Lemay. We submitted to Mr. Bolich a statement to fill out 
for a period of 5 years of estimated personal and family living 
expenses, 

Mr. Scuarmo. You gave Mr. Bolich then a questionnaire, a finan- 
cial questionnaire: is that right? 

Mr. Lemay. That is correct. 

Mr. Scuaprro. This financial questionnaire required Mr. Bolich to 
list his assets, his liabilities, and his estimated living expenses for the 
period 1946 through 1950; is that right? 

Mr. Lemay. That is correct. 

Mr. Scuarprro. It also required Mr. Bolich to list other sources 
of spendable funds, that is, loans and gifts? 

Mr. Lemay. That is correct. 

Mr. Scuartro. Is this the form of financial statement which is con- 
ventionally used by the Treasury Department in conducting tax and 
personnel investigations ? 

Mr. Lemay. It is currently used. 

Mr. Scnaptro. So this is the standard form of net worth question- 
naire now in use by the Treasury Department and in use by this 
subcommittee; is that right ? 

Mr. Lemay. That is correct. 

Mr. Scuartro. When did you request Mr. Bolich to fill this 


Sossert 


questionnaire out ? 
Mr. Lemay. The request was first made of Mr. Bolich on August 


22, 1951. 
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Mr. Scuartro. When did Mr. Bolich return the filled out question- 
naire to you? 

Mr. Lemay. It was returned completed on October 4, 1951. 

Mr. Scuarrro. Mr. Chairman, I have here a photostatic copy of 
the questionnaire, and with your permission I request that it be made 
part of the record. 

Chairman Kine. If there is no objection, that will be the order. 

(The document referred to is as follows :) 
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Note: Assets and liabilities of wife and members of your family should 
be imeluded in the above statement. Attach schedules setting forth nec- 
essary details, such as namee and locations of tanks, with names of each 
account and balances; description of stocks and bonds and where pure 
erased, location and description >f real estate, the holder of the 
mortgages payable, and names of life ineurance companies involved and 
furnish detaile of automobiles, jewelry and furs purchesed. Also 
omplete accompanying questionaire and schedule of living and personal 
expenses, 
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Mr. Scuaprro. Did you consult with Mr. Bolich when he was pre- 
paring his financial questionnaire? 

Mr. Lemay. I did. 

Mr. Scuarmo. Did you supply certain information to him which 
he needed in order to complete it, such as a list of Government bond 
holdings and his retirement ? 

Mr. Lemay. I did. 

Mr. Scuaprro. In other words, while he was filling out his question- 
naire he was in touch with you and Mr. Rutledge trom time to time 
to ascertain what you had and you could ascertain what he had ¢ 

Mr. Lemay. That is correct. 

Mr. Scuaptro. So there was opportunity for him to obtain from and 
through you information to which you had access? 

Mr. Lemay. That is correct. 

Mr. Scuartro. During the time this questionnaire was prepared 
there was complete cooperation between you and Mr. Bolich¢ 

Mr. Lemay. That is correct. 

Mr. Scuarpiro. He fully complied with your request to furnish such 
information as he had; is that right ? 

Mr. Lemay. He did. 

Mr. Scuaptro. Have you had an opportunity to verify Mr. Bolich’s 
questionnaire ? 

Mr. Lemay. I have, in cooperation with Mr. Rutledge. 

Mr. Scuaptro, In other words, you and Mr. Rutledge audited this 
questionnaire ¢ 

Mr. Lemay. We did. 

Mr. Scuapiro. You attempted to verify it; is that right? 

Mr. Lemay. That is correct. 

Mr. Scuarrro, When you were verifying this questionnaire did you 
find that the questionnaire fully and accurately set forth all the 
expenditures ¢ 

Mr. Lemay. No. They were not fully set out by Mr. Bolich. 

Mr. Scuaprro. In other words, your audit of the questionnaire dis- 
closed expenditures in excess of those which Mr. Bolich admitted on 
the questionnaire ¢ , 

Mr. Lemay. That is correct. 

Mr. Scuartro. During the period 1945 to 1950, inclusive, Mr. Bolich’s 
income from salary and the income of his children from salaries was 
roughly $53,000 to $54,000 ? 

Mr. Lemay. That is correct. 

Mr. Scuariro. According to Mr. Bolich’s statement as submitted on 
the net worth questionnaire, how much did he say he spent ? 

Mr. Lemay. Approximately $82,000. 

Mr. Scuarrro. He said he spent approximately $82,000 and your 
investigation disclosed additional expenditures; is that correct? 

Mr. Lemay. That is correct. 

Mr. Scuariro. In other words, the purchases were made in various 
stores in the neighborhood and it was impossible for you to secure 
invoices or documents from these stores to show the amount of food 
purchased ¢ 

Mr. Lemay. That is correct. 

Mr. Scuartro. In your experience as a special agent would you say 
that the estimate of Mr. Bolich was greatly in excess of what a family 
of seven people would require? 
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Mr. Lemay. I wouldn’t say so. I would say it was a fair estimate. 

Mr. Scuariro. The en item listed on the financial statement is 
for household operations, gas, electricity, telephone, heat, etc. 

What does Mr Bolich state was his expenditure for the 5-year 
period ? 

Mr. Lemay. $5,065.79. 

Mr. Scuartro. That is roughly $5,100? 

Mr. Lemay. That is correct. 

Mr. Scuartro. Were you able to verify the amount which he spent 
for these items? 

Mr. Lemay. We were. 

Mr. Scuartro. How did you go about that? 

Mr. Lemay. We contacted the electric light company, the gas com- 
pany, the telephone company and secured from them an itemized 
statement of charges made for the years 1946 and 1950, inclusive. 

Mr. Scuartro. Did you get from these various utility companies 
invoices showing the amount which was paid, that is duplicate in- 
voices showing the amount which was paid for the various residences 
of Mr. Bolich? 

Mr. Lemay. We did. 

Mr. Scuariro. How much did these invoices total? 

Mr. Lemay. $6,302.23. 

Mr. Scuarrro. In other words, roughly $800 more than Mr. Bolich 
stated ¢ 

Mr. Lemay. $1,200 more. 

Mr. Scuarmo. Did you obtain canceled checks from Mr. Bolich to 
show the expenditures for these utilities ¢ 

Mr. Lemay. We did for the years 1946 through 1948. 

Mr. Scuartro. Why didn’t you obtain canceled checks for the years 
1949 and 1950? 

Mr. Lemay. At that time it appears Mr. Bolich did not use his 
checking account, because during that period only a few checks were 
drawn against his account. 

Mr. Scuartro. Did Mr. Bolich maintain a checking account during 
the period 1949.50? 

Mr. Lemay. He did. 

Mr. Scnariro. He did not pay for utilities by check? 

Mr. Lemay. Not for part of 1948 on. 

Mr. Scuaptro. How did he pay for these? 

Mr. Lemay. In cash or by money orders. 

Mr. Scuartro. By money order? 

Mr. Lemay. When we say Mr. Bolich, Mrs. Bolich bought money 
orders to pay the electric light and gas bill. 

Mr. Scuaptro. Did Mrs. Bolich have a checking account also? 

Mr. Lemay. She did. 

Mr. Scuaprro. Did you secure any explanation of why money 
orders would be used to pay for utilities while they both had check- 
ing accounts ¢ 

Mr. Lemay. The only explanation was that Mrs. Bolich stated it 
was more convenient for her to go to the post office to buy money 
orders. 

Mr. Scuaprro. Than it was to go to the bank? 

Mr. Lemay. That is right. 

Mr. Scrapiro. Was the post office any nearer than the bank? 
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Mr. Lemay. No, across the street from the post office. 

Mr. Scuartro. The next item shown by Mr. Bolich on his financial 
statement is repairs, painting, etc. 

How much does he show there? 

Mr. Lemay. $1500. 

Mr. Scuaprro. Were you able to verify the amount? 

Mr. Lemay. In part only. We were able to get invoices in the 
amount of $1,295.86. 

Mr. Scuartro. Ir other words, Mr. Bolich said he spent more than 
you were able to show he spent ? 

Mr. Lemay. That is correct 

Mr. Scuarrro. The next item shown by Mr. Bolich was miscellane- 
ous household purchases, utensils, linens, dishes, ete. How much 
did he say he spent during the 5-year period ? 

Mr. Lemay. He shows $1,000. We were able to prove by invoices 
$8.961.86. 

Mr. Scnarrro. Mr. Bolich shows in this expenditures of $1,000, 
and you secured invoices showing expenditures of $8,000? 

Mr. Lemay. $8,961.86. 

Mr. Curtis. Does that item include furniture ? 

Mr. Lemay. Yes, it does. 

Mr. Curtis. I see. 

Mr. Scuarrro. Did Mr. Bolich show on his net worth statement 
any expenditure for furniture? 

Mr. Lemay. No. 

Mr. Scuaprro. As I see it, you have approximately $8,000 in bills 
more than Mr. Bolich claims he spent ? 

Mr. Lemay. May I correct that? He shows the purchase of a tele- 
vision set in the amount of $300. 

Mr. Scuaptro. That is about $7,700 more? 

Mr. Lemay. That is right. 

Mr. Scuarrro. Do you have some of those invoices with you? 

Mr. Lemay. Yes, we have. 

Mr. Scuartro. Would you produce a few and read some off to the 
committee, please ? 

Mr. Lemay. Here is one here for William R. Hogg Co., Inc., 900 
Fourth Avenue, Asbury Park, N. J. 

Mr. Scnapriro. That is Asbury Park, N. J.? 

Mr. Lemay. That is right. 

Mr. Scuaprro. What does that represent? 

Mr. Lemay. That represents furnishing and installing stainless 
steel bar sink, sink cabinet, refrigerator unit and Frigidaire com- 
yressor as per contract. Prices per contract dated May 5, 1949, 
$1,046. 

Mr. Scuartro. Was that installation put into Brooklyn or into 
Spring Lake? 

Mr. Lemay. That was installed in Spring Lake, N. J. 

Mr. Scuartro. Did Mr. Bolich pay for this by check? 

Mr. Lemay. We did not find any checks. It was paid for in cash 
as far as we know. 

Mr. Scuartro. When you say you didn’t find any checks, you 
mean you had a transcript of Mr. Bolich’s checking account, vou 
had such canceled checks as he had, and there were no canceled checks 
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in that amount and there was no entry in the bank statement in that 
amount ? 

Mr. Lemay. That is correct; either in Mr. Bolich’s bank account or 
Mrs. Bolich’s bank account. 

Mr. Scuartro. So that on the known bank accounts there was no 
payment by check ? 

fr. Lemay. That is correct. 

Mr. Scuarrro. If there were payment by check, it would be from 
some other bank account? 

Mr. Lemay. That is correct. 

Mr. Scuartro. Which no one has ever told you about ? 

Mr. Lemay. No. 

Mr. Scuariro. You assume that this was paid for in cash? 

Mr. Lemay. That is correct, because our investigation in other items 
showed these items that were not found in his checking account are 
paid by money orders or were paid in cash. 

Mr. Scuapriro. Do you have any other invoices? 

Mr. Lemay. We have an invoice here from W. & J. Sloane. 

Mr. Scuartro. How do you spell that? 

Mr. Lemay. S-l-o-a-n-e. 

Mr. Scuartro. What sort of store is that? 

Mr. Lemay. It is a furniture store on Fifth Avenue at Forty- 
seventh, Street, New York, N. Y. 

Mr. Scuapitro. What does that invoice represent? What is shown 
to be purchased on that invoice? 

Mr. Lemay. The invoice shows on April 16, 1949, that he purchased 
carpets to be installed at Spring Lake, N. J., im the amount of 
$3,504.56. 

Mr. Scuariro. Carpeting in the amount of approximately $3,500? 

Mr. Lemay. That is correct. 

Mr. Scuarrro. Your investigation subsequently showed that Mr. 
Bolich did not pay for that? 

Mr. Lemay. That item was paid for by someone else. 

Mr. Scuaptro. Mr. Chairman, the committee plans when it ques- 
tions Mr. Bolich tomorrow to bring out the source of these payments, 
with your permission. 

Chairman Kine. Very well. 

Mr. Scuaprtro. Also may the record show there was no indication 
this amount was paid by a taxpayer. This was paid for by someone 
else, not a taxpayer, and the nature of the payments will be brought 
out when Mr. Bolich appears. 

Chairman Kine. Very well. 

Mr. Scuaptro. What other items do you have? 

Mr. Lemay. On April 19 listed here one section, $371; one-half 
sofa, $107; one chair, $210; two end tables, $79; one card table, $89.50 ; 
one commode, $169. 

On May 28 two loveseats and two single section, M. and L., $960.25; 
one corner table, $125. 

May 3, one lamp table, $179 with a delivery charge of $1.80. 

Mr. Scuarro. You have items on that invoice totaling roughly 
&2.300 ? 

Mr. Lemay. That is correct. 

Mr. Scuartro. This invoice was paid by Mr. Bolich, was it not? 

Mr. Lemay. That is correct. 
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Mr. Scuariro. Was it paid by check ¢ 

Mr. Lemay. It was paid for in cash. We were able to trace the 
items in the records of W. & J. Sloane to prove that cash was paid 
for these items. 

Mr. Scuariro. Do you mean that someone went to W. & J. Sloane 
with currency aggregating $2,300 and paid this invoice ¢ 

Mr. Lemay. ‘hat is correct. 

Mr. Scuartro. Mr. Bolich, you are certain, had a checking account 
during that period? 

Mr. Lemay. That is right. 

Mr. Scnariro. Do you have any other invoices / 

Mr. Lemay. There is an invoice of Abraham & Strauss, Inc., 
Fulton Street, Brooklyn, N. Y. 

Mr. Scuariro. That is approximately $550? 

Mr. Lemay. $645.45. 

Mr. Scuariro. Then you have an item for some awnings ¢ 

Mr. Lemay. There is a charge here for purchase of awnings in 
1949 from the Canova Awning Co. of $376.50. 

Mr. Scuapiro. The total of all these invoices as to which you have 
previously testified aggregates approximately $9,000; is that right ¢ 

Mr. Lemay. That is correct. 

Mr. Scuariro. That does not include the $3,500 of carpeting paid 
for by someone else ¢ 

Mr. Lemay. That is correct. 

Mr. Scuaptro. So Mr. Bolich out of his own funds spent $9,000 ¢ 

Mr. Lemay. That is correct, out of his own funds. 

Mr. Scuarriro. Most of these items were paid for either by cash or 
by money order? 

Mr. Lemay. That is correct. 

Mr. Scuariro. The next item appearing on the financial statement 
is laundry, pressing, ete. 

How much did Mr. Bolich show for that? 

Mr. Lemay. Mr. Bolich shows $2,000. 

Mr. Scuarimo. Were you able to verify the amount? 

Mr. Lemay. Yes. We show he expended during that period 
$2,754.55. 

Mr. Scuarriro. In other words, your investigation showed that 
approximately $750 more was spent than Mr. Bolich admitted ‘ 

Mr. Lemay. That is correct. 

Mr. Scuartro. Were these amounts paid for by cash or by check / 

Mr. Lemay. Most of them were paid for in cash. 

Mr. Scuapiro. The next item appearing on Mr. Bolich’s statement 
is clothing. Does this clothing item include himself, his wife and 
his children ? 

Mr. Lemay. It ck 

Mr. Scuariro. The statement is clear that he is supposed to have 
included all expenditures 

Mr. Lemay. That is correct. 

Mr. Scuartro. For his entire family, all the people whom he sup- 
ports ¢ 

Mr. Lemay. That is right. 

Mr. Scuartro. How much does Mr. Bolich say he spent for clothing 
during the 5-year period, 1946 to 1950? 

Mr. Lemay. $3,750. 
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Mr. Scuaprro. Did you attempt to determine how much he spent? 

Mr. Lemay. We did. 

Mr. Scuariro. How did you go about doing that? 

Mr. Lemay. By circularizing the stores in his neighborhood, mak- 
ing personal calls. Also there was indication Mrs. Bolich did a lot 
of shopping around Fifth Avenue. We circularized those stores either 
in person or by sending out letters. 

Mr. Scuaprro. You mean you attempted to secure information from 
the stores which made the sales? 

Mr. Lemay. That is correct. 

Mr. Scuaptro. In that process did you circularize every store in 
New York City? 

Mr. Lemay. No we did not. 

Mr. Scuartro. Did you find that some stores do not keep records of 
sales which they made? 

Mr. Lemay. Yes, especially cash sales. 

Mr. Scuarprro. Then you were able to pick up only those sales for 
which records were kept ? 

Mr. Lemay. That is right. 

Mr. Scuaptro. Do you think you obtained all the expenditures for 
clothing ? 

Mr. lemay. No. Wearesure we did not obtain all of them. 

Mr. Scuartro. You did secure invoices and statements from the 
stores for some expenditures ¢ 

Mr. Lemay. That is correct. 

Mr. Scuariro. How much is the total of the expenditures which you 
have invoices for? 

Mr. Lemay. $9,866.79. 

Mr. Scuartro. In other words, you were able to show, by obtaining 
invoices, approximately $6,000 in clothing expenditures more than Mr. 
Bolich admitted ? 

Mr. Lemay. That is correct. 

Mr. Scuartro. Do you have these invoices with you? 

Mr. Lemay. Yes. 

Mr. Scuaprtro. There is an item “Rogers Peet,” is there not? 

Mr. Lemay. That is correct. 

Mr. Scuartro. That is a store at which Mr. Bolich dealt; is that 
correct ? 

Mr. Lemay. Yes. 

Mr. Scnartro. Did he have a charge account there? 

Mr. Lemay. He did. 

Mr. Scuartro. Did he make his purchases by charge account ? 

Mr. Lemay. He made them by charge account and also by cash. 

Mr. Scnariro. Did he make most of his purchases by cash or most 
by charge account? 

Mr. Lemay. Mostly by cash. 

Mr. Scuarrro. While he maintained a charge account in Rogers 
Peet, he bought and paid for items by cash ? 

Mr. Lemay. That is correct. 

Mr. Scuartro. What is the total of the Rogers Peet items which you 
have? 

Mr. Lemay. By cash approximately $2,500 and on charges about 
$1,700 to $1,800. 





INTERNAL REVENUE INVESTIGATION 3441 


Mr. Scuarrro. In other words, Mr. Bolich spent for himself and 
his family approximately $4,200 to $4,300 in Rogers Peet ? 

Mr. Lemay. That is correct. 

Mr. Scuapiro. The items which were charged, was settlement of 
the charge account made by check or by cash ¢ 

Mr. Lemay. Repeat that question, please. 

Mr. Scuariro. Did Mr. Bolich pay for his charged items by check 
or by cash ¢ 

Mr. Lemay. Some of it was paid for—very few items were paid for 
by check. Most of it was paid for by cash. 

Mr. Scuarrro. Are you able to tell from the records you have the 
largest single payment which Mr. Bolich made? 

Mr. Lemay. The largest payment that he made that was charged 
was $147.42. 

Mr. Scuariro. That was paid for in cash? 

Mr. Lemay. That is correct. Those were the items that were 
charged. 

Mr. Scuartro. You have other purchases paid for in cash; is that 
right ‘ 

Mr. Lemay. That is correct. 

Mr. Scuartro. Do you have other invoices from other stores ¢ 

Mr. Lemay. Yes, we have. 

Mr. Scuariro. Could you give us some of those, please ? 

Mr. Lemay. From Frederick’s in Spring Lake, N. J. 

Mr. ScuHartro. Spell that. 

Mr. Lemay. F-r-e-d-e-r-i-c-k’s. 

Mr. Scuapirro. That is located in Spring Lake? 

Mr. Lemay. They have a store in Spring Lake. 

Mr. Scuario. What are some of the items you have there? 

Mr. Lemay. On September 3, 1948, there was charged a dress in 
the amount of $110; a dress marked Navy, $139.95, alterations, $7; 
a dress, blue black, $79.95, alterations, $4. 

Mr. Scuartro. In other words, this is primarily a store for ladies’ 
garments ! 

Mr. Lemay. That is correct. 

Mr. Scuarrro. Do you have any other invoices of other stores? 

Mr. Lemay. Yes, we do, Balch-Price. 

Mr. Scuapriro. What sort of a store is that? 

Mr. Lemay. That is a furrier. 

Mr. Scuariro. Do you have some fur items purchased there? 

Mr. Lemay. There is a repair to a Persian coat listed on November 
11, 1947; labor, $275, material, $175, and tax, $3.50. That is the 
largest item listed on that invoice, 

Mr. Kean. Mr. Chairman. 

Chairman Kine. Mr. Kean. 

Mr. Kean. Mr. Lemay, I suppose as far as the New Jersey coast 
was concerned that you were pretty well able to circularize all the 
stores around Asbury Park and Spring Lake that it was probable 
that someone might have made purchases in, but as far as New York 
was concerned, it is just impossible to cover the number of stores 
that purchases might have been made at and it was rather a hit and 
Iniss proposition in hitting the more prominent ones and the ones im- 
mediately in the neighborhood of where they lived. That was about 
all you could do? 
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Mr. Lemay. That is correct. There were a lot of expensive items. 
So we went in the district where expensive items would be bought. 

Mr. Kean. So very probably you missed a considerable amount of 
things that might have been purchased ¢ 

Mr. Lemay. There is no doubt about that, because we know deliveries 
have been made to the Bolich home and we were not able to get 
transcripts from the stores from which deliveries were made, which 
meant they were paid for in cash. 

Mr. Kean. So this amount which showed much heavier expenses 
than he reported probably is very much on the low side from what 
they actually did spend ? 

Mr. Lemay. That is correct. 

Mr. Scnaprro. Do you have an invoice from Sulka’s in New York? 

Mr. Lemay. We have. 

Mr. Scuartro. Would you spell that, please ? 

Mr. Lemay. S-u-l-k-a. It is A. Sulka & Co. 

Mr. Scuartro. Where is that located ¢ 

Mr. Lemay. 661 Fifth Avenue, New York. 

Mr. Scuariro. Would you read us some of the items on that invoice, 
please ¢ 

Mr. Lemay. On October 29, 1946, is charged one dress, $92.50, tax 
$18.50, city tax, $1.85. 

November 16, 1946, 12 handkerchiefs at $1.25, or a total of $15, 
and the same handkerchiefs monogrammed at a charge of $1 apiece, 
which is a charge of $12. 

On November 25, 1946, is charged two suits of pajamas at $20 each, 
or a total of S40. 

On December 11, 1946, six cravats or neckties at $3.50 each, total 
of $21. On the same date two neckties at $6.50 each, $13. 

Mr. Scuaptro. $6.50 for each tie? 

Mr. Lemay. That is correct. On the same day four other neckties 
at $7.50, or a total of $30. 

On October 29, 1947, there was charged 4 neckties at $8.50 each, a 
total of $34; 6 handkerchiefs at $2.50 each, total of $15; 18 monograms 
at 55 cents, $6.30. 

On January 22, 1948, one pair of links at $47.50, tax $9.50, city 
tax, 95 cents. 

On December 2, 1948, one pair of gloves, $12.50; one belt, $10; 
one shirt, $29.50. 

Mr. Kean. One shirt $29.50? 

Mr. Lemay. That is correct. On the same day another shirt at 
$28.50. 

Mr. Kean. The second shirt for $28.50? 

Mr. Lemay. That is correct. 

March 4, 1949, 24 handkerchiefs at $2 each, $48. The same hand- 
kerchiefs were monogrammed at $1.50 each, or a total of $36. 

On June 16, 1949, two shirts at $24 each, or a total of $48. 

On July 8, 1949, one belt $5.50. On the 15th of July two shirts at 
$24 each, S48. 

On December 31, 1949, six shirts at $28.50, or a total of $171. 

Mr. Kean. Six more shirts? 

Mr. Lemay. $28.50 each. On the same day two shirts at $25 each, 
a total of S50. 

On March 30, 1950, six shirts at $31.50 each, or a total of $189. 
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Mr. Kean. Six shirts at $31.50? 

Mr. Lemay. That is correct. On November 30, 1950, nine shirts 
at $30 each, $270. 

There are a few items in 1951. 

Mr. Scuaprro. Did Mr. Bolich have a charge account at Sulka’s? 

Mr. Lemay. No. These items were all paid for in cash. 

Mr. Scuarmo. How did you locate the Sulka account ? 

Mr. Lemay. We knew that the Bolichs bought a lot of expensive 
items. By merely inquiring which store sold the most expensive items 
we were able to locate this account. 

Mr. Scuaprro. Did you find any of these items were paid for by 
money order ¢ 

Mr. Lemay. A few of these items may have been paid for by money 
orders. 

Mr. Kean. How many shirts were there in all? About two dozen? 

Mr. Lemay. Approximately. 

Mr. Kean. At an average of about $29 apiece ? 

Mr. Lemay. That is correct : S28. 

Mr. Kran. In order to find out where Mr. Bolich was buying his 
things you decided the best way to do that was to go to the most 
expensive stores in New York? 

Mr. LeMay. That is what we actually did. We did locate some of 
these items by searching the post oflice in Spring Lake, N. J., and in 
Brooklyn, N. Y., and from there were able to locate where 140 money 
orders were purchased. 

Mr. Kean. While he was buying these two-dozen-odd shirts around 
S29 apiece, what was his salary ¢ 

Mr. Lemay. His salary during this period was roughly betwe« 
$10,000 and $11,000. His top salary was 515,000, 

Mr. Ky AN. At the { ime he was purchasing these shirts his salary was 
between $10,000 and $11,000? 

Mr. Lemay. That is correct. 

Mr. Scuarrro. Mr. Lemay, vou stated you checked the money order 
in Brooklyn, N. Y.; is that right / , 

Mr. Li MAY. That is correct. 

Mr. Scuarmo. How did you go about doing that ? 

Mr. Lemay. With the help of the postmaster in Spring 
He rave us some idea Mr. Bolich Wis p 1 hasing il rea 

‘or cash, and the yvV were there tor the Subim 
spected the records for the years 1948 through 1950. 

Mr. Scuarrmro. You looked through all the money orders in 
Lake? ; 

Mr. Li way. That were purchased during those mont] S. 

Mr. Scnartro. During the summer months of 1948, 1949, an 

Mr. Lemay. That is correct. 

Mr. Scuartro. Roughly how many money-order applications would 
you have to sift through in order to determine the ones pur hased 
by the Solichs ? 

Mr. Lemay. In Spring Lake, N. J., being a small post office, we 
probably went through 10,000 items. 

Mr. Scrarrro. 10,000 items in Spring Lake? 

Mr. Lemay. Yes. 

Mr. Scraprro. How many money orders did you come up with? 

Mr. Lemay. About 100. 


] 


‘ 
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Mr. Scuartro. 100 out of 10,000? 

Mr. Lemay. Yes. 

Mr. Scuartro. Did you attempt to do the same in Brooklyn, N. Y.? 

Mr. Lemay. The Post Office Denestanmt did it for us. They went 
through 135,000 items in order to locate 40 money orders. 

Mr. Scuaptro. 135,000 items in order to locate 40 money orders? 
Mr. Lemay. That is correct. 

Mr. Scuarrro. Did the post office in Brooklyn restrict itself to the 
‘anch post office nearest the Bolich’s home? 

Mr. Lemay. They did. 

Mr. Scraprtro. So there might be other money orders purchased 
at other post offices which you did not locate? 

Mr. Lemay. That is correct. 

Mr. Scrarmo. Would it be feasible to attempt to locate all the 
money orders which were purchased by the Bolichs in Brooklyn and 
Manhattan ¢ 

Mr. Lemay. No: it would not. 

Mr. Scuarrro. That would not be a possible job? 

Mr. Lemay. No; it would not be practical. 

Mr. Scrartro. The money orders are not listed in any alphabetical 
order of purchase? 

Mr. Lemay. No. They are only in the order in which they were 
bought, no specific filing arrangement. 

Mr. Scrraptro. Did you have an opportunity to determine either 
by talking with the postmaster at Spring Lake or by personal ob- 
servation approximately how long people have to wait to buy money 
orders in Spring Lake, that is, roughly how long you had to stand 
in line? 

Mr. Lemay. During the summer months, which is the busy time in 
Spring Lake, sometimes they may have to stand in line 15, 30, or 35 
minutes. 

Mr. Scnartro. To buy one money order? 

Mr. Lemay. That is right. 

Mr. Scnarrro. During this time there were bank accounts which 
they had? 

Mr. Lemay. That is right. They both had bank accounts. 

Mr. Scnarimro. You were told money orders were more convenient 
than cash? 

Mr. Lemay. That is correct. 

Mr. Kean. You mentioned the purchase of shoes. Were those 
ladies’ shoes ? 

Mr. Lemay. I don’t think I did, but they did purchase ladies’ shoes. 

Mr. Kran. You did not mention shoes? 

Mr. Lemay. I have an invoice on shoes. There is one purchase of 
shoes, for the children apparently, because it is Indian Walk Footwear. 

Mr. Kran. That is a children’s shop. That is where my children 
buy shoes. 

Mr. Lemay. The price here ranges from about $6.95 to $10 and 
$11.45. There was also a purchase of shoes apparently for either 
Mrs. Bolich or her oldest daughter from Bergdorf Goodman, Fifth 
Avenue at Fifty-eighth Street. 

Mr. Kran. That is supposed to be one of the most expensive stores 
in New York, I believe. 


—_ 
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Mr. Lemay. On April 13, 1946, a purchase of a pair of white shoes 
at $24.95. On December 2, 1947, galoshes at $8.95. On January 27, 
1950, blue and white shoes’ at $28.95. On March 9, 1950, brown and 
white shoes at $28.95. 

Mr. Kran. Those were cash purchases ? 

Mr. Lemay. Yes. 

Mr. Scnarrmro. The total of items for which you have invoices is 
roughly $9,000 ? 

Mr. Lemay. That is correct. 

Mr. Scuarrro. On the basis of your experience as a special agent 
doing this sort of work, is it your feeling you have located all of the 
clothing purchases ? 

Mr. Lemay. No: we are sure we haven't. 

Mr. Scuaptro. You were able to tell you do not have a complete 
wardrobe of all items? 

Mr. Lemay. That is correct. 

Mr. Scuarmo. Did you also check the parcel delivery services to 
New Jersey and Brooklyn? 

Mr. Lemay. We did in Brooklyn. 

Mr. Scuarmo. Did you find that there were stores which were 
shipping parcels to the Bolichs? 

Mr. Lemay. Yes, we did. 

Mr. Scuario. Were you able to locate the sellers, the stores which 
made the shipments? 

Mr. Lemay. Some stores, we were not able to find the Bolichs had 
ever purchased any items from them. 

Mr. Scnartro. Is it normal that in some stores when cash purchases 
are made it is impossible to tell who made the purchases? 

Mr. Lemay. That is correct. 

Mr. Scuaptro. In other words, the records of some stores just do 
not enable you to determine who purchased what items and what they 
paid for them? 

Mr. Lemay. If they were purchased for cash, there would be 
way of finding out how much was paid for the items. 

Mr. Scnaprro. On the basis of the parcel delivery service alone you 
were able to say there were items purchased which you have not in- 
cluded either in clothing or in household articles ? 

Mr. Lemay. That is correct. 

Mr. Scuapiro. On the basis of your experience you were able to 
say there are probably other items of clothing which you have no 
trace of at all? 

Mr. Lemay. That is correct. 

Mr. Scruarimo. The next item on the financial statement is auto- 
mobile operating cost and repairs. How much does Mr. Bolich show 
for that? 

Mr. Lemay. He shows $1,700 for the 5 years. 

Mr. Scuarrmo. Were you able to verify those expenditures ? 

Mr. Lemay. To a certain extent. We were able to locate invoices 
in the amount of $3,446.15. 

Mr. Scuaprro. You have invoices then roughly twice the $1,700 
which Mr. Bolich admits spending? 

Mr. Lemay. That is correct. 

Mr. Scnartro. Do you have all the car items? 
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Mr. Lemay. We are sure we have not got all of the gasoline and 
oil that was purchased, especially in Spring Lake, N. J. 

Mr. Scraptro. On the basis of information available to you now, 
Mr. Bolich owned one car; is that right? 

Mr. Lemay. That is correct. 

Mr. Scuarmo. He had the use of another car, did he not? 

Mr. Lemay. That is correct, from October 1950. 

Mr. Scuartro. It is alleged he did not own the second car; is that 
right ? 

Mr. Lemay. That is right. 

Mr. Scuapiro. What sort of cars were they? 

Mr. Lemay. Chryslers. 

Mr. Scuarmo. What year is the car which Mr. Bolich owns? 

Mr. Lemay. The car that is registered in the name of Mr. Bolich 
was purchased in 1947. It isa Chrysler Windsor. 

Mr. Scuariro. The car which he has the use of, what sort of car 
is that ? 

Mr. Lemay. It is a Chrysler. I think it is a New Yorker model. 

Mr. Scrarrro. When was that purchased ? 

Mr. Lemay. October 1950. 

Mr. Kean. Do you normally know how much it costs the average 
person to run acar ina year? 

Mr. Lemay. It depends on how many miles the average person 
drives. If a person averages around 10,000 miles a year and he has 
a small car like a Chevrolet or a Plymouth, he can probably operate 
that car for five or six hundred dollars a year, not considering 
depreciation. 


If you consider depreciation, it probably runs nearer eight or nine 


hundred dollars a year. 

Mr. Kean. In your general experience as a revenue agent you would 
say that the lowest the car could be operated on would be five or six 
hundred dollars a year? 

Mr. Lemay. That is correct. 

Mr. Kean. This was a 5-year period we are talking about? 

Mr. Lemay. Yes, sir. 

Mr. Kean. You have no way of checking where gasoline was bought 
most of the time. and the oil? 

Mr. Lemay. Yes, we were able to do that fairly correctly because 
he kept his automobile in a garage in Brooklyn where at least all of 
the gas and oil purchased during the winter months was purchased. 
Whether all of it was charged there we wouldn't know. 

Mr. Kean. In Spring Lake did he have his private garage? 

Mr. Lemay. Yes, he did. 

Mr. Kean. While he was driving around in the summer he probably 
irchased at various places ? 

Mr. Lemay. That is correct. 

Mr. Kean. Not only he drove the car but I suppose the children 
were driving? 

Mr. Lemay. The two boys and his daughter were old enough to 
drive the automobile. 

Mr. Kran. Knowing what the young do, they probably drove it 
a great deal. 

Mr. Lemay. That is correct. 


DI 


i 
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Mr. Scuarrmo. It is true that the person who owns the second car, 
that is, the one that Mr. Bolich has the use of, is the same person who 
paid $3,500 for the carpeting of Mr. Bolich’s house ? 

Mr. Lemay. That is correct. 

Mr. Scuario. The next item shown on the financial statement is 
medical and dental costs. How much does Mr. Bolich say he spent 
for that? 

Mr. Lemay. $1,000. 

Mr. Scuariro. How much were you able to show that he spent ? 

Mr. Lemay. $2,785.47. 

Mr. Scuarriro. You have invoices and records for approximately 
$1,800 more? 

Mr. Lemay. That is correct. 

Mr, Scnariro. Do you feel you have gotten all the medical items? 

Mr. Lemay. We have no way of telling whether we have them all 
or not. 

Mr. Scuaptro. In all of these items you have no way of knowing 
whether you have everything? 

Mr. Lemay. That is correct. 

Mr. Scuapiro. You can only tell what you have, and you have no 
way at all of telling how much more was spent for anything? 

Mr. Lemay. That is correct, sir. 

Mr. Scuapiro. The next item shown by Mr. Bolich on his statement 
is contributions. That is charitable contributions. How much does 
he say he spent for that ? 

Mr. Lemay. $1,050. 

Mr. Scnaprro. Were you able to verify that? 

Mr. Lemay. No, we were not. 

Mr. Ccnarro. Did Mr. Bolich report that figure of $1,050? 

Mr. Lemay. He did report that on his tax return. 

Mr. Souariro. You took his word for that? 

Mr. Lemay. We did. 

Mr. Scnaprro. The next item he shows is interest paid and real- 
estate taxes. 

Mr. Lemay. For interest paid he shows $1,747. 

Mr. Scuartro. How much did he in fact pay? 

Mr. Lemay. That item was verified before he completed his net 
worth statement. He used that figure which we agree with. 

Mr. Scuariro. For real estate taxes your figures and his figures 
were the same? 

Mr. Lemay. No. We show a different figure after investigation. 
We found some other taxes that were paid. 

Mr. Scuaprro. How much does he say he spent? 

Mr. Lemay. $3,577.06. We show $4,225.68. 

Mr. Scuaptro. When you were in the process of working with Mr. 
Bolich in the preparation of his financial statement you discovered, 
did you not, that Mr. Bolich underestimated deductible items on his 
tax return ? 

Mr. Lemay. That is correct. 

Mr. Scnaprro. In other words, when Mr. Bolich was preparing his 
own tax return he did not list the full amount of interest and real- 
estate taxes ‘ 

Mr. Lemay. He listed all of the interest but not the real-estate 
taxes. 
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Mr. ScutArmo. Didn’t he leave out certain State taxes in preparing 
his return? 

Mr. Lemay. These figures do not agree with his Federal income 
tax because he did not take advantage of all of the deduction that was 
permitted under the law. 

Mr. Scuarrro. When he was preparing his own tax return he 
really paid more tax than he had to pay? 

Mr. Lemay. That is correct, on the income reported on the return. 

Mr. Scuaptro. He did not claim deductions which he could claim 
on the basis of State taxes and interest paid ? 

Mr. Lemay. That is correct. 

Mr. Scuarrro. The next item is vacations. How much did Mr. 
Bolich show for that? 

Mr. Lemay. $200, 

Mr. Scuario. How much were you able to prove? 

Mr. Lemay. We were able to prove $254.86. That is the charge 
to hotels at Atlantic City. 

Mr. Scuartro. By and large Mr. Bolich told vou that he didn’t 
take many vacations because he had a home at Spring Lake? 

Mr. Lemay. That is correct. 

Mr. Scuariro. We have omitted in going through this his Fed- 
eral income tax and his contributions to retirement fund which can 
be verified by access to Government records ? 

Mr. Lemay. The figures used by him were the figures submitted 
to him by the Bureau. 

Mr. Scnartro. For purposes of completing our record, what were 
the figures which were shown to be accurate regarding his Federal 
income taxes paid and his contributions to the retirement fund ? 

Mr. Lemay. His taxes paid were $7,047.42. His contribution to 
the retirement fund was $2,869.17. 

Mr. Scuariro. With respect to Mr. Bolich’s Federal income taxes, 
he included small items of children’s earnings, did he not? 

Mr. Lemay. He did. 

Mr. Scuaprro. Under the law as it was then in effect was he required 
to include the children’s earnings? 

Mr. Lemay. He was not, unless the earnings were in excess of $500 
at that time. 

Mr. Scuariro. So again the taxes paid were greater than those 
which he was required under the law and regulations to pay ? 

Mr. Lemay. That is correct. 

Mr. Scuariro. The next item was private schools. How much does 
he say he spent for private schools? 

Mr. Lemay. $12,200. 

Mr. Scuariro. Did you attempt to verify that? 

Mr. Lemay. Yes. 

Mr. Scuartro. How did you go about verifying the items spent for 
private schools ? 

Mr. Lemay. By contacting the schools or by mailing them letters 
requesting the information. 

Mr. Scuartro. You were able from that process to get the invoices 
which had been rendered by the schools for tuition and board and 


possibly rooms ? 
Mr. Lemay. That is correct. 
Mr. Scrartro. What is that total? 
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Mr. Lemay. That totaled $12,913.93. 

Mr. Scuarrro. In other words, you proved through invoices $700 
more than Mr. Bolich states? 

Mr. Lemay. That is correct. 

Mr. Scuarrro. Does your computation include any spending money 
while the children were away at school ? 

Mr. Lemay. It does not. 

Mr. Scuaritro. Have you included any item for their sper 
money ¢ 

Mr. Lemay. No. 

Mr. Scuartro. How did you go about trying to determine 
they spent ? 

Mr. Lemay. We only have the statement from one of the 
stating the children had a great deal of money to spend. 

Mr. Scuaprro. Which school was that ? 

Mr. Lemay. That was LaSalle Military Academy. 

Mr. Scuaptrro. But you were unable to determine the amount which 
the children spent in addition to tuition, board, and room, and there- 
fore included nothing ? 

Mr. Lemay. That is correct. 

Mr. Scuarrro. You do have reason to believe there should be some 
additional items here for a full budget requirement ? 

Mr. Lemay. That is right. 

Mr. Kean. When you talk about school, of course, in the LaSalle 
Military Academy where the child was boarding, though they may 
have seemed to have a lot of money, that would really not amount to 
very much in the aggregate, because the boy was living at the school. 
There were children at college, were there not ? 

Mr. Lemay. That is right. 

Mr. Kean. When they were at college they would have had to spend 
a considerable amount of money ? 

Mr. Lemay. Two boys were commuting and living at home when 
they were attending college. 

Mr. Kran. They were living at home when they went to Fordham ! 

Mr. Lemay. That is correct. 

Mr. Kran. The girl was at school in Bryn Mawr? 

Mr. Lemay. That is correct. 

Mr. Kean. Having a daughter at college, I know it is not cheap 
as far as their spending money is concerned. 

There is no item in there for that spending ? 

Mr. Lemay. No, sir; there is not. 

Mr. Scnaptro. Did you include any items for transportation back 
and forth to the various schools? 

Mr. Lemay. We did not. 

Mr. Scwarpiro. The next item shown by Mr. Bolich is “Other educa- 
tional costs.” How much does he list that at ? 

Mr. Lemay. We included that in with the private school. 

Mr. Scuartro. So your figures of $12,200 shown by him and $12,915 
established by you include the items shown on his statement as private 
schools and other educational costs ? 

Mr. Lemay. That is right. 

Mr. Scuaprtro. The next item shown by Mr. Bolich is “Dues, clubs 
and organizations.” 
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How much does Mr. Bolich say he spent for that? 

Mr. Lemay. $3,500. 

Mr. Scuarimro. How much were you able to secure in the way of 
invoices ? 

Mr. Lemay. $6,372.14. 

Mr. Scuaptro. In other words, you were able to establish roughly 
$2,900 more? 

Mr. Lemay. That is correct. 

Mr. Scuartro, Were these invoices, club dues, et cetera, paid for by 
cash or check? 

Mr. Lemay. Some were paid for by check and a few by money orders, 
but the bulk of it was paid for in cash. 

Mr. Scwaprtro. The next item shown is “Recreation, theaters, 
movies, etc.” 

How much does he show for that? Have you included that in some 
other category ¢ 

Mr. Lemay. He doesn’t show anything. We do show $292 which 
is the purchase of world series tickets by Mr. Bolich in 1947 and 1950. 

Mr. Scuarmo. Mr. Bolich purchased world series tickets for ap- 
proximately $300? 

Mr. Lemay. That is correct. 

Mr. Scuartro. What did he do with those? 

Mr. Lemay. I wouldn’t know. 

Mr. Scuartro. Do you have any information as to whom he gave 
them ¢ 

Mr. Lemay. No, we have not. 

Mr. Scuariro. Do you have any idea of the number of tickets which 
were purchased for each of the games? 

Mr. Lemay. I would say they included about 10 sets. 

Mr. Scuariro. For each of the years? 

Mr. Lemay. Four for the year 1947 and six sets in 1950. 

Mr. Kean. Outside of that, in your computation of his total spend- 
ing you have not allowed for him going to the theater or movies or 
having any recreation at all that would cost any money ? 

Mr. Lemay. That is correct. 

Mr. Kean. That is in the computation which you have that shows 
his expenditures so much greater than what he reported ? 

Mr. Lemay. That is correct, sir. 

Mr. Scuartro. The next item shown on the financial statement is 
“Life, health, and accident insurance policy premiums.” 

How much did Mr. Bolich show for those? 

Mr. Lemay. We have combined those to show them separately. 
He was using the dividends to reduce his insurance premiums that he 
paid. That amounted to $2,001.70 for the period, and the total premi- 
um charge was $4,500 in that period. So his net payment for that 
period was $2,498.13. 

Mr. Scuapriro. The next item shown is “Domestic help.” How much 
does Mr. Bolich show for that ? 

Mr. Lemay. $3,600. 

Mr. Scuariro. What sort of domestic help did Mr. Bolich keep as 
far as you were able to establish? 

Mr. Lemay. We were able to locate one of the maids. She stated 
she was only working there 2 days a week but she was only hired 
there starting in 1950. 
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He did have another maid who presumably is in either Nova Scotia 
or Newfoundland, and we were not able to locate her. According to 
information, she was there from about 1946 until 1950 some time. 

Mr. Scuarrro. Was this maid who is now in Nova Scotia or New- 
foundland employed full time? 

Mr. Lemay. That is our understanding, although we were not able 
to prove it except by statements from outsiders. 

Mr. Scuarmo. How much were you able to establish he was spend- 
ing for domestic help ¢ 

Mr. Lemay. The information we have is incomplete because in 
1946-47 and 1948 we were not able to establish the amount paid for 
the maid who now resides in Nova Scotia. 

Mr. Scuariro. What figures are you using ¢ 

Mr. Lemay. We are using the figures shown by Mr. Bolich, which 
he shows $600 in 1946, S600 in 1947, and $800 in 1948-1949 and 1950. 

Mr. Scuarimo. Did you make a check of insurance, workmen’s 
compensation insurance { 

Mr. Lemay. We did.- It is listed on that policy that he hired two 
maids and was paying a premium on that. 

Mr. Scuarmo. He was paying insurance premiums for two people 
in domestic employ ment ¢ 

Mr. Lemay. That is correct. 

Mr. Scuariro. Is the insurance for two people greater than the 
insurance for one ¢ 

Mr. Lemay. It is. 

Mr. Scuariro. The next item shown by Mr. Bolich is “Washington 
expense’. That I take it is the money which he says he spent in 
Washington while he was Assistant Commissioner ? 

Mr. Scuariro. That would include hotel room, food, and his trans- 
portation to and from New York and Washington, and Spring Lake, 
N. J. 

Mr. Lemay. Yes. 

Mr. Scuariro. How much does he say he spent? 

Mr. Lemay. In 1948, $1.200; in 1949, $4,800; in 1950, $4,800. 

Mr. Scuariro. The total of those items is how much ? 

Mr. Lemay. The total we show, according to our figures, is 
$115,217.78. 

Mr. Scuarixo. That is not Washington expense ? 

Mr. Lemay. That would include his Washington expense. 

Mr. Scuapiro. What is the total of the Washington expenses? 

Mr. Lemay. That is $10,800. 

Mr. Scnapiro. Did you try to verify that item or did you take his 
statement of it as being correct ? 

Mr. Lemay. We accepted his figures from his own statement that 
his food and room cost him $10 a day in Washington and that his 
transportation would cost him $100 a month to and from Washington. 

Mr. Scuarmo. In your experience as a special agent, is the amount 
he shows as being expended in Washington a reasonable amount ? 

Mr. Lemay. It is very reasonable. 

Mr. Kean. As far as that is concerned, we have had testimony here 
that his room was paid for by Mr. Grunewald. He claimed here he 
paid for his room. 

Mr. Lemay. That is correct. 
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Mr. Scuarmo. In addition to the items which Mr. Bolich has listed 
on his statement of expenditures, did you locate any other items which 
he did not state as expenditures ¢ 

Mr. Lemay. We have. 

Mr. Scuariro. Would you tell us about those, please ? 

Mr. Lemay. One item is the gardener in Spring Lake, N. J. 

Mr. Scuartrro. Did Mr. Bolich employ one there? 

Mr. Lemay. He did. 

Mr. Scnarmo. How much did he pay the gardener in Spring Lake, 
N. J.? 

Mr. Lemay. For the period, he paid him $4,141.35. 

Mr. Scuarrro. That is approximately $4,100 for gardener services 
in Spring Lake? 

Mr. Lemay. That is correct. 

Mr. Scuaprtro. Did Mr. Bolich list that in his statement of expend- 
itures? 

Mr. Lemay. No. 

Mr. Scuartro. How did you establish that amount was paid for 
gardener’s services? 

Mr. Lemay. We contacted the gardener in Spring Lake by making 
an investigation in Spring Lake and found out who he was, and from 
his records we found out he had received from Mr. Bolich $4,141.35, 
paid for in cash. 

Mr. Scuariro. This gardener kept fairly accurate books and 
records ? 

Mr. Lemay. He had very good records. 

Mr. Scuarrro. Did you find any other items not shown by Mr. 
Bolich ¢ 

Mr. Lemay. Yes, we did. 

Mr. Scuarrro. What are they? 

Mr. Lemay. Flowers. During the period of 5 years that amounted 
to $2,464.56. 

Mr. Scuartro. Did you say flowers? 

Mr. Lemay. That is right. 

Mr. Scuartro. What were they purchased for? 

Mr. Lemay. Either for the home or to send to people. I wouldn't 
know where they were sent. 

Mr. Scuarrtro. How did you establish the amount spent in florists’ 
shops? 

Mr. Lemay. By obtaining invoices from the various flower shops 
in Brooklyn, N. Y. 

Mr. Scuariro. Did you get any expenditures for flowers in Spring 
Lake? 

Mr. Kean. He was growing them there. 

Mr. Lemay. We had a very small item in Spring Lake. It only 
amounted to a few dollars. 

Mr. Scuarrro. About what time of year was the flower expenditure 
received / 

Mr. Lemay. At the White Flower Shop in Brookiyn, which is the 
largest purchase made, and the month was December. 

Mr. Scuariro. That is around Christmastime ? 

Mr. Lemay. That is correct. Also in the spring there is a fairly 
large charge. In 1947, in November his charge was $198, in Decem- 
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ber, $147. In 1948, in-March his charges were $92.51, in December, 
$99.45. 

In 1949, in April his charges were $67.28, in December $121.87. 

Mr. Scuariro. These items were paid for by cash ¢ 

Mr. Lemay. Yes. 

Mr. Scuariro. Do you have any other items of expenditures which 
were not included in the statement ¢ 

Mr. Lemay. Yes, the Bossert Hotel, which was not included in his 
statement submitted to us. 

Mr. Scuaptro. You testified with regard to the Bossert Hotel that 
that is where Mr. Bolich lived during the summer months when his 
family was away at Spring Lake and he was officially employed by 
the Bureau of Internal Revenue in Brooklyn ¢ 

Mr. Lemay. That is correct. 

Mr. Scuariro. What were the Bossert Hotel charges? 

Mr. Lemay. 1946, $492.50; in 1947, $450; in 1948, $162.27. 

Mr. Scuarrro. That is roughly a thousand dollars? 

Mr. Lemay. That is right. Also in the same year 1948 there was 
a check from another party for $300 which was used to pay and re- 
duce his charges to the Bossert Hotel. 

Mr. Scuariro. This other party who paid part of his charges at 
the Bossert Hotel was the same party who supplied him with the car 
and gave him the carpeting ¢ 

Mr. Lemay. That is correct. 

Mr. Scuapiro. Do you have any other items of expenditures ? 

Mr. Lemay. Yes. We have music lessons which amounted to $582. 

Mr. Scuartro. These are music lessons for the children ? 

Mr. Lemay. That is correct. 

Mr. Scnartro. A total of about $600 for the 5-year period ? 

Mr. Lemay. That is correct. 

Mr. Scuariro. Do you have any other items? 

Mr. Lemay. Yes, a political contribution. 

Mr. Scuarrro. How much was that ? 

Mr. Lemay. $1,150. 

Mr. Scuapriro. Do you have any other items? 

Mr. Lemay. No. That covers everything we have invoices for and 
statements. 

Mr. Scuapiro. Adding up all the items which you have been able 
to prove by invoices and statements, how much was spent by the 
Bolich family from January 1, 1946, through December 31, 1950? 

Mr. Lemay. $115,217.78. 

Mr. Kean. That is only the items you have been able to prove ? 

Mr. Lemay. That is correct. 

Mr. Scuartmro. As you testified previously, you have reason to be- 
lieve there are other items which you cannot now prove ? 

Mr. Lemay. That is correct. 

Mr. Scuaprro. Given additional time, you might be able to get 
additional items? . 

Mr. Lemay. Possibly. 

Mr. Scuaprmro. There is a law of diminishing returns in that? 

Mr. Lemay. That is correct. 

Mr. Scuartro. With regard to the flowers of $2,400 and the gar- 
dener of $4,800, were those items included on Mr. Bolich’s statement 
of living expenditures ? 
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Mr. Lemay. No, they were not. 

Mr. Scuartro. Is it possible they were included by him in some 
other category not labeled as flowers or gardening? 

Mr. Lemay. No. 

Mr. Scuartro. So we are forced to the conclusion these two items 
were omitted completely from his statement ? 

Mr. Lemay. That is correct. 

Mr. Scuarrmo. Mr. Lemay, you have established and testified to ap- 
proximately $115,000 of expenditures. What did Mr. Bolich say he 
spent during the period ? 

Mr. Lemay. $82,095.95. 

Mr. Scuartro. You have then, roughly, how much more than he 
said he spent ? 

Mr. Lemay. $33,000. 

Mr. Scuarmo. When Mr. Bolich prepared his statement he had 
leeway of about $5,000, did he not? 

Mr. Lemay. $5,800. 

Mr. Scuarriro. Roughly $6,000. In other words, just looking at 
his bank accounts and his other assets, his listing of expenditures was 
known by him at the time he prepared the statement to be short by 
about $6,000 ? 

Mr. Lemay. That is correct. 

Mr. Scuarrro. But you have roughly a thousand dollars a year 
of unaccounted for expenditures ? 

Mr. Lemay. That is right. 

Mr. Scuapiro. So you have established in excess $27,000 ? 

Mr. Lemay. That is correct. 

Mr. Scuartro. Mr. Bolich’s salary was $53,800 ? 

Mr. Lemay. His salary was $52,000. 

Mr. Scuarimo. His children’s income would be included in the 
return ¢ 

Mr. Lemay. $1,300. 

Mr. Scuartro. So that Mr. Bolich himself admits to spending ap- 
proximately $45,000 more than he earned ? 

Mr. Lemay. He stated he spent $82,000. 

Will you repeat your question again ? 

Mr. Scuariro. How much does Mr. Bolich say he spent more than 
he earned ? 

Mr. Lemay. It would be about $40,000. 

Mr. Scuapiro. That he supplies an explanation for? 

Mr. Lemay. That is correct. 

Mr. Scuariro. In addition to that amount, you have discovered 
$27,000 for which he supplied no explanation yet ? 

Mr. Lemay. That is correct, sir. 

Chairman Krne. You may be excused, sir. I wish to thank you 
for your cooperation and information, both of you gentlemen. 

The committee will adjourn until 10:30 a. m. tomorrow. 

(Whereupon, at 12:05 p. m., the hearing was recessed until 10: 30 
a.m., Thursday, April 3, 1952.) 
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THURSDAY, APRIL 3, 1952 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
REVENUE Laws or THE COMMITTEE ON WaAyYs AND MEans, 
Washington, D.C. 

The subcommittee met at 10:45 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present: Representatives King, Keogh, Kean, Curtis, and Byrnes. 

Present also: Representative Doughton, chairman of the Committee 
on Ways and Means; Adrian W. DeWind, chief counsel to the sub- 
committee; Donald Schapiro, assistant counsel; Charles S. Lyon, 
assistant counsel; John E. Tobin, assistant counsel; William A. Silk; 
James Q. Riordan. 

Chairman Kine. Mr. Bolich, will you come forward, please? Will 
you be sworn, please? Do you solemnly swear that the te stimony you 
will give before this committee will be the truth, the whole truth, and 
nothing but the truth, so — lp you God ¢ 


Mr. Bouicu. I do, s1 


TESTIMONY OF DANIEL A. BOLICH, BROOKLYN, N. Y., ACCOMPANIED 
BY ROBERT L. CALLAHAN, ATTORNEY AT LAW, BROOKLYN, N. Y. 


Mr. DeWinp. Would you please state your full name? 

Mr. Catnanan. Mr. Chairman, may I please have permission to 
make a statement at this time as Mr. Bolich’s counsel ? 

Chairman Kine. Proceed. 

Mr. Cautuan AN. I should like the record of this proceeding to show, 
Mr. Chairman, that Mr. Bolich is here this morning under compulsion 
of a subpena and contrary to the advice of his personal physician, 
ar has expressed the opinion that it is dangerous and unsafe for 
Mr. Bolich to appear here and testify. Mr. Bolich has been subjected 
to 5 day s of proceedings before the Federal district attorney in Brook- 
lyn, and before the Federal grand jury, having testified most of the 
entire day for the past 2 days. He was then compelled to immediately 
come down here to Was hington to be here this morning under the 
threat made to me a week or so ago that, if we were not here, that 
criminal proceedings would be instituted against him. 

I respectfully submit that it is absolutely improper to subject this 
man to questioning at this time, and I] repeat the request made to 
counsel to this committee some weeks ago that this hearing be ad- 
journed for a period of 6 to 8 weeks so that this man can rest without 
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the necessity of being under the strain of a subpena, so he can recover 
from the condition he suffers sufficiently to be put through the ordeal 
of testifying before this committee. 

I think it is also entirely improper to subject him to questioning 
before this committee here today in view of the fact that the grand 
jury proceedings are pending against him in Brooklyn in the Fed- 
eral court there, and, having testified for two full days, he has been 
directed to return when he is finished and excused by this commit- 
tee. I think it is highly improper to subject a man to questioning by 
this committee at this time. 

Chairman Kine. Mr. Callahan, there is certainly no desire on the 
part of this committee to subject Mr. Bolich to any proceeding or 
pressure that will in any way injure or impair his health. This com- 
mittee has been advised by competent medical authority that it would 
not, as you have stated, be improper or dangerous to Mr. Bolich to 
subject him to the proceedings here. 

Mr. Cattanan. Mr. Chairman, as I understand it, the information 
which this committee has, and I believe the statement which the chair- 
man has just made, is from the report of Dr. Roberts, who was ap- 
pointed by one of the district judges in New York at the request of the 
district attorney there. I submit that the examination conducted by 
Dr. Roberts was not sufficient in the first place to qualify him even to 
give the report that he gave, inasmuch as this gentleman has been 
under the care of physicians for the past 6 years, and a complete rec 
ord of his physical condition exists in the Brooklyn Hospital in New 
York, and at the invitation of Mr. Bolich’s personal physician to come 
down to the hospital and go over the entire history in order that he 
might make a proper report, the invitation was refused. The opinion 
of Dr. Roberts is based on a cursory examination held in his office, 
which could not possibly, I am told by qualified heart specialists, qual- 
ify him for the opinion he rendered. 

I submit further that the opinion was not rendered for this com 
mittee in the first place. It was rendered solely for the benefit of 
the United States district attorney in Brooklyn, and I believe Dr. Rob- 
erts’ report, if it were examined, would not disclose any statement by 
him that this man was well enough to come to Washington and be 
subjected to questioning by this committee. The report was given 
solely to the district judge in Brooklyn, as I understand it, sir. 

Chairman Kine. Does it make much difference, Mr. Callahan, to 
whom a report of a doctor is submitted, if it relates to the physical 
condition of a person ? 

Mr. Catianan. I think it does, yes, sir. I think further that the 
mere fact that Dr. Roberts indicated that this man could only be 
subjected to limited questioning indicates that he must have found 
some condition which at least confirms the diagnosis of his own per 
sonal physician. I respectfully submit to you, sir, that no physician is 
qualified to express an opinion that it is safe for this man to testify 
for 3 hours rather than 2 or 1 or 4. 

Chairman Kine. I agree with you. 

Mr. Catianan. Therefore, I say his opinion is not worth the pa 
per it is written on, sir. 

Chairman Kine. Did you protest Mr. Bolich’s appearance before 
the grand jury ¢ 

Mr. Catnanan. I did very vigorously, sir. 
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Mr. DeWinp. Mr. Chairman, the only medical statement that has 
been furnished us by Mr. Bolich or his counsel, apart from the opinion 
that the committee obtained, is an affidavit from George E, Anderson, 
which Mr. Callahan did submit to me, and I suggest that be made a 
part of the record at this point. 

Chairman Kine. If the.e is no objection, it will be the order. 

(The affidavit is as follows:) 


STaTe or New YOrK, 
County of Kings, 88: 

George E. Anderson, being duly sworn, deposes and says: 

That he is a duly licensed practicing physician of the State of New York, 
maintaining an office for the practice of his profession at No, 429 Clinton Avenue, 
in the Borough of Brooklyn, City and State of New York. 

That Daniel A. Bolich of No. 617 Second Street, in the Borough of Brooklyn, 
City and State of New York, has been under your deponent’s professional care 
since the 4th day of November 1951. 

Your deponent was first consulted by the said Daniel A. Bolich in the month 
of November 1946, at which time he was confined to the Brooklyn Hospital, 
121 DeKalb Avenue, Brooklyn, N. Y. On November 12, 1946, on which date 
he was admitted to the said hospital, the chief complaint of the patient was 
pain, substernal, of 2 days’ duration. Two days before admission, the patient 
bad a sudden onset of severe constricting pressure across his chest which 
radiated to both arms causing numbness and tingling in both arms together 
with profuse sweating. The attack was accompanied by nausea anu Vvouiuiuny. 
At that time a working diagnosis was made of coronary occlusion. 

Electrocardiographic findings on November 13, 1946, were consistent with a 
diagnosis of recent anterior wall infarction of the heart. Subsequent electro- 
cardiographic findings showed serial changes fitting in with this diagnosis as 
did the temperature which was elevated to 101° and blood count of 18,700 with 
78 percent polys. The patient was discharged from the Brooklyn Hospital on 
December 23, 1946. 

Thereafter, several electrocardiograms, eight in number, were made as follow- 
up between date of discharge and June 1948. These showed the anticipated 
later changes of an anterior wall infarction of the heart. Electrocardiograms 
made on June 15, 1948, showed changes interpreted as further myocardial 
damage. 

Thereafter, your deponent was consulted by the said Daniel A. Bolich on 
November 4, 1951, and called to see him at his home. The patient complained 
of spasms of pain in the neck which he had felt off and on since March 1951 
and for which he had been treated by a physician in Spring Lake, N. J. There 
was no complaint of chest pain at that time but the patient complained of a 
heavy constriction in his chest over a 6-month period with loss of breath, 
dizziness and weakness as if exhausted occasionally associated with tingling 
and pain in the left arm. 

Since November 4, 1951, your deponent visited the said Daniel A. Bolich 
on the following dates: 

Sin 
114’ 
1st) 


110’ 
178 


110’ 


November 15, 1951, at which time the patient’s blood pressure was 
November 23, 1951, at which time the patient’s blood pressure was 


December 1, 1951, at which time the patient’s blood pressure was 


250) 


December 10, 1951, at which time the patient’s blood pressure was ~ ; 
S 


160 


December 29, 1951, at which time the patient’s blood pressure was 108? 
Os 


164 
118’ 
172. 


100’ 


January 14, 1952, at which time the patient's blood pressure wa 


February 4, 1952, at which time the patient’s blood pressure was 


IS4 


February 25, 1952, at which time the patient’s blood pressure was 106° 
iit} 
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The patient has been using nitroglycerin for pains in his chest and down 


his arms. 
During this period of time, the patient was still having constricting chest 


pains going down into both arms. 

Your deponent has been advised by the said patient that he is scheduled 
to appear at a hearing in Washington, D. C. on March—, 1952. 

In view of the patient’s known cardiac history, the strain of his present 
hypertension on the heart and his present overwrought mental state, it is 
your deponent’s opinion that the patient should avoid, insofar as possible, any 
unnecessary stress or excitement. 

In your deponent’s opinion, it would be unsafe and dangerous to the patient’s 
health to subject him to the strain entailed in testifying at the present time 
and it is suggested that the hearing be postponed to a later date. 


- 


Sworn to before me this 7th day of March 1952. 

Grorce E. ANDERSON, M. D. 
MARGUERITE M. SANDQUIST, 
Notary Public, State of New York. 

Term expires March 30, 1952. 

Chairman Kine. Mr. Bolich, do the photographers disturb you ¢ 

Mr. Bouicu. They do. 

Chairman Kine. I must ask, gentlemen, that you desist from tak- 
ing any further pictures at this time. 

Mr. DeWinp. What is your full name, please, Mr. Bolich? 

Mr. Borrcn. Daniel A. Bolich. 

Mr. DeWrnpb. What is your residence address, please ? 

Mr. Boric. 617 Second Street, Brooklyn, N. Y. 

Mr. DeWrinp. Do you have any other residence ? 

Mr. Bouicu. Two. I refuse to answer any further questions, Mr. 
Chairman. I am claiming my full constitutional privilege and will 
therefore refuse to give answers to any further questions on the ground 
that any answer that I might give may tend to incriminate me. 

Mr. DeWtnp. Mr. Bolich, how old are you? 

Mr. Boric. I refuse to answer that question on the same ground, 
Mr. Chairman. 

Mr. DeWrnp. Will you please identify your attorney, Mr. Bolich; 
who represents you at this proceeding ¢ 

Mr. Bouicu. Mr. Robert Callahan, Brooklyn, N. Y. 

Mr. DeWinp. What is your office address, please, Mr. Callahan? 

Mr. Catuauan. 32 Court Street, Brooklyn, N. Y. 

Mr. DeWinxp. When were you first employed in the Internal Revenue 
Service, Mr. Bolich ? 

Mr. Bouicu. I refuse to answer any further questions on the ground 
that I have stated, and I am standing on my constitutional rights and 
will refuse to answer any further questions. 

Mr. DeWtnp. Specifically on what basis are you refusing to answer 
questions? On what constitutional rights are you basing your refusal / 

Mr. Borrcn. On those that I previously stated. 

Mr. DeWrxp. Mr. Reporter, would you please read the first state- 
ment of Mr. Bolich in which he refused to answer? 

(The reporter thereupon read the following statement by Mr. 
Bolich :) 

I refuse to answer any further questions, Mr. Chairman. I am claiming my 
full constitutional privilege and will therefore refuse to give answers to any 
further questions on the ground that any answer that I might give may tend 
to incriminate me. 
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Mr. DeWrnp. Mr. Bolich, on August 22, 1951, you were questioned 
by members of the staff of this committee, and by a special agent of 
the Intelligence Unit of the Bureau of Internal Revenue. Do you 
remember that ? 

Mr. Bouicu. I refuse to answer that question for the reasons that 
I previously stated. 

Mr. DeWrnp. At that session, Mr. Bolich, Mr. Lemay said to you: 

I want to remind you at this time of your constitutional rights, Mr. Bolich. 
You are aware of them? 

Mr. Boticu. Yes. 

You were then questioned for a period of some hours and did not 
refuse to answer any questions. What has elapsed in the meantime 
to cause you to change your position with respect to elaiming your 
constitutional rights ¢ 

Mr. Boricn. I refuse to answer that question on the ground that I 
have previously stated. 

Mr. DeWrnp. Mr. Bolich, I have here a photostatic copy of a state- 
ment of estimated personal and family living expenses and statement 
of assets and liabilities which you furnished to this subcommittee, 
dated October 4, 1951. I show this to you and ask you will you please 
read this statement that you prepared and submitted to the committee 

Mr. Bourcu. Mr. De Wind, did you mean that I am to read this out 
loud or just to myself? 

Mr. DeWrnp. Out loud, if you will. 

Mr. Boric. I refuse to read it out loud for the reasons that I have 
previously stated. 

Mr. DeWrnp. Mr. Chairman, I suggest you direct the witness to 
read the statement that has been handed to him. 

Chairman Kine. Mr. Bolich, I hereby direct you to read the state- 
ment. 

Mr. Boricn. Mr. Chairman, I must respectfully decline to read the 
statement on the ground that I have previously stated. 

Mr. DeWinp. Mr. Bolich, it was testified here yesterday by Special 
Agent George Lemay that as a result of his investigation he had 
determined that during the period from 1946 to 1950, inclusive, that 
you had expended a sum of at least $27,000 in excess of the expenditures 
revealed by you in your statement of living expenses and in excess of 
any assets that were shown on your statement of assets and liabilities. 
Do you have any explanation to make of those expenditures ? 

Mr. Boricu. For the reasons that I have previously stated, I will 
decline to answer that question. 

Mr. DeWinp. That is, the answer to that question you believe 
would tend to incriminate you ? 

Mr. Bottcrn. For the reasons that I have previously stated. That 
is on the record. 

Mr. DeWryp. Mr. Bolich, in your statement of estimated personal 
and family living expenditures, you show gifts during the period 
from 1946 to 1950, inclusive, from C. F. Routzahn and L. Brush of 
$3,000 a year for each of those years, or a total of $15,000. Were those 
in fact gifts made to you by Mr. Routzahn or Mr. Brush ? 

Mr. Bouicn. I refuse to answer that question, Mr. DeWind, for the 
reasons that I have previously stated. 

Mr. DeWrnp. How long have you known Mr. Routzahn? 
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Mr. Bouicu. I refuse to answer that question, Mr. DeWind, for the 
reasons that I have previously stated. 

Mr. DeWrxp. On your statement of assets and liabilities that I have 
already referred to, you show among your liabilities at the end of 
i950 the sum of $22,800, which is broken down in three items, $10,800, 
$9,000 and $3,000. To whom were those liabilities owing? 

Mr. Bouicu. I refuse to answer that question, Mr. DeWind, for the 
reasons that I have prev ious sly stated. 

Mr.DeWrnp. In the statement of assets and liabilities as of Decem- 
ber 31, 1950, Mr. Bolich, you show two pieces of real estate, 617 Second 
Street, Brooklyn, which is shown at a cost of $10,750, and Spring 
Lake, N. J., which is shown at a cost of $20,814.17. From whom did 
you acquire the Spring Lake property ¢ ? 

Mr. Bouicn. I refuse to answer that question on the ground that I 
have previously stated. 

Mr. DeWrnp. As a matter of fact, you acquired it from Mr. Rout- 
zahn, did you not ¢ 

Mr. Boticn. I refuse to answer that question on the ground that I 
have previously stated. 

Mr. DeWrnp. Did you not acquire it as a gift? 

Mr. Bouicn. I refuse to answer that question on the ground that I 
have previously stated. 

Mr. DeWinp. Did you not previously tell this subcommittee staff 
that. you acquired that house as a gift from Mr. Routzahn ? 

Mr. Bouicr. I refuse to answer that question on the ground that I 
have previously stated. 

Mr. Currts. Is Mr. Routzahn a former collector of internal revenue? 

Mr. Bouicu. He is, sir. 

Mr. Curtis. Did you first serve under him? 

Mr. Bouicu. I did. 

Mr. Curtis. That is where you began? 

Mr. Boricu. That is right. 

Mr. Curtis. Had you known him all this time? 

Mr. Bouicu. I must refuse to answer that question—respectfully 
refuse, Mr. Curtis—on the ground that I previously stated. 

Mr. DeWinp. While you were employed by the Bureau of Internal 
Revenue, Mr. Bolich, did you serve at one time as a deputy collector 
in Ohio? 

Mr. Borrcn. TI did. 

Mr. DeWrnp. Subsequently were you assigned as an internal rev- 
enue agent in Philadelphia? 

Mr. Bortcn. I was. 

Mr. DeWrinp. Was it in 1931 that you were appointed internal 
revenue agent in charge in Philadelphia? 

Mr. Boticu. 1929. 

Mr. DeWrnp. You were appointed agent in charge in 1929? 

Mr. Bouicu. That is right. 

Mr. DeWrnp. What was the next position you held in the Bureau of 
Internal Revenue? 

Mr. Boricu. Internal revenue agent in charge of the Newark, N 
division. 

Mr. DeWinp. How long did you hold that post? 

Mr. Boricu. For about 6 months. 
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Mr. Byrnes. What years were those ‘ 

Mr. Borrtcn. 1932. 

Mr. DeWrnpv. Then what was your next appointment in the Bureau? 

Mr. Bouicu. Internal revenue agent in charge of the Brooklyn, 

. Y., division. 

Mr. DeWtnp. How long did you serve in that capacity ¢ 

Mr. Bonicu. Roughly about 12 years. 

Mr. DeWrnp. That is from 1932 to 1944. 

Mr. Bonicn. 1945. 

Mr. DeWrnp. And in 1945, to what position were you appointed? 

Mr. Boxricu. Internal revenue agent in charge of the upper New 
York division. 

Mr. DeWinpv. How long did you hold that position ? 

Mr. Bouicn. Ten months. 

Mr. DeWinp. That took you into 1946, is that correct ? 

Mr. Bonicn. That is right. 

Mr. DeWinpb. And then to what position were you appointed ? 

Mr. Boticn. Special agent in charge of the New York division of 
the Intelligence Unit. 

Mr. DeWrnp. What was the date of your appointment to that ? 

Mr. Boricu. I think it was February 26, 1946. 

Mr. DeWrnp. How long did you hold that position ? 

Mr. Boricu. Until September 1, 1948. 

Mr. DeWrnp. And to what position were you appointed on Sep- 
tember 1, 1948? 

Mr. Boutcn. Assistant Commissioner of Internal Revenue. 

Mr. DeWinv. How long did you hold that position ? 

Mr. Bouicn. A little over 3 years. 

Mr. DeWrnp. When was it that you resigned that position ? 

Mr. Boricua. In November of last year. 

Mr. DeWinp. On whose recommendation were you appointed In- 
ternal revenue agent in charge of the upper New York division ? 

Mr. Boric. | refuse to answer that question on the ground that 
I have previously stated. 

Mr. DeWryp. On whose recommendation were you appointed spe- 
cial agent in charge of the New York office of the Inelligence Unit? 

Mr. Boticu. I refuse to answer that question on the ground that 
I have previously stated. 

Mr. DeWinv. What person, if any, recommended you for the posi- 
tion of Assistant Commissioner of Internal Revenue ? 

Mr. Bortcu. I refuse to answer that question on the ground that I 
have previously stated. 

Mr. Kean. Mr. Bolich, what is the self-incrimination in stating 
who made the recommendation ? 

Mr. Boricn. There are so many investigations going on, Mr. Kean, 
so much slanderous publicity being given this whole affair, so many 
implications by associations between people, that in good faith I must 
take the position that Iam taking. Iam sorry to have to take it. 

Mr. Byrnes. How does that enter into the question of whether it 
incriminates you or not, Mr. Bolich? 

Mr. Boutcu. I have no way of knowing, Mr. Byrnes. 

Mr. Byrnes. But you feel, do you, that advising this committee as 
to who recommended you for the various posts within the Interna] 
Revenue Bureau might be incriminating to you? 
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Mr. Bouicu. Under the circumstances that are existing and the pres- 
ent atmosphere of this whole thing, I have no way of knowing what 
implications might be drawn from it, and I am in good faith taking my 
position. 

Mr. Curtis. Who was Commissioner when you were appointed to 
this position in question ? 

Mr. Borice. Mr. George Schoeneman. 

Mr. Curtis. Did he have anything to do with your appointment? 

Mr. Boricu. I must object—I mean I must decline to answer on 
the ground that I have previously stated. 

Mr. Curtis. Did the Secretary of the Treasury have anything to do 
with your appointment? 

Mr. Boxicu. I must decline to answer that on the same ground. 

Mr. DeWinp. Mr. Bolich, on August 22, 1951, testifying under 
oath, you were questioned concerning any outstanding liabilities and 
in that connection you were asked whether you were indebted to Mr. 
Routzahn. You gave this answer: 

Well, my approximation of it, as I requested a minute ago, I don’t want to be 
held to, because I haven’t had a chance to check with Mr. Routzahn. He may 
have a better idea of itthan Ido. And it has not been considered as in the nature 
of a debt, in the sense that it is a legal obligation, but it certainly is a moral obli- 
gation. I would say it is somewhere in the neighborhood of $12,000 or $15,000, but 
it could be more. 

Do you remember making that answer ? 

Mr. Bonricn. I decline to answer that, Mr. DeWind, on the ground 
that I previously stated. 

Mr. DeWrnp. Mr. Bolich, you have been asked to explain here 
expenditures made by you over a five year period in the sum of at 
least $27,000 in excess of the expenditures shown by you in the state- 
ments you filed. Do you refuse to make any explanation of the source 
of the money which you used to make those expenditures? 

Mr. Bouicu. I decline to give answer to that question for the reasons 
that I previously have stated. 

Mr. DeWrnp. Mr. Bolich, on August 22, 1951, you testified in 
substance and effect that Mr. Carl F. Routzahn made a gift to you of 
the home that you now own at Spring Lake, N. J. Do you recall 
that testimony ? 

Mr. Borrcn. I decline to give answer to that question on the ground 
that I have previously stated. 

Mr. DeWrnp. Mr. Bolich, Mr. Routzahn has testified that in ad- 
dition to the house at Spring Lake, that he has also given you $2,500 
in bills for the purchase of a Chrysler automobile that is kept at 
Spring Lake, N. J. Do you deny that Mr. Routzahn gave you $2,500 
in cash to acquire that automobile? 

Mr. Bortcn. I decline to make answer to that question on the ground 
that I have previously stated. 

Mr. DeWinp. Mr. Routzahn has also testified that he advanced the 
money to pay for some $3,500 of carpeting at your home at Spring 
Lake, N. J., which you said he gave to you as a gift. Do you deny 
that? 

Mr. Boricu. I decline to make answer to your question, Mr. DeWind, 
on the ground that I have previously stated. 

Mr. DeWrnp. Mr. Bolich, do you know Harry Woodring, the for- 
mer Secretary of War? 
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Mr. Boxicu. I decline to make answer to that question on the ground 
that I have previously stated. 

Mr. DeWixp. Do you know Mr. Henry W. Grunewald ? 

Mr. Bouicu. I decline to make answer to that question on the ground 
that I have previously stated. 

Mr. DeWrnv. It has been testified before this committee from 
records of the Hotel Washington that over a considerable period 
of time you occupied a hotel suite at the Hotel Washington that was 
_ for in part by Mr. Grunewald and in part by Mr. Woodring. 

Jo you deny that? 

Mr. Boricu. I decline to make answer to that question on the ground 
that I have previously stated. 

Mr. DeWrnp. It has also veen testified before this committee, Mr. 
Bolich, that you directed that the tax fraud investigation of Pattullo 
Modes, a New York corporation, and certain of its stockholders and 
officers, should be dropped and the case settled on a civil basis. Do 
you deny that you did direct the abandonment of criminal investiga- 
tive proceedings in that case / 

Mr. Boricu. I decline to make answer to that question on the ground 
that I have previously stated. 

Mr. DeWinp. Did you ever discuss that case with Mr. Max Hal- 
perin ¢ 

Mr. Boricn. I decline to make answer to the question on the ground 
that I have previously stated. 

Mr. DeWrnp. In fact, you did discuss that case, did you not, with 
Mr. Henry Grunewald while in the Washington Hotel in his presence ? 

Mr. Boricn. I decline to make answer to that question on the grounds 
that I have previously stated. 

Chairman Krnq. Mr. Kean. 

Mr. Kean. Mr. Bolich, did you receive any payment from Mr. 
Grunewald or Mr. Halperin in connection with the Pattullo Modes 
case ? 

Mr. Bouicu. Mr. Kean, I must respectfully decline to make answer 
to that question on the grounds that I have previously stated. 

Mr. Curtis. Mr. Bolich, in reference to any of the gifts that it 
been testified here that you have received and in connection with 
any of the money that it has been testified that you spent in excess 
of income accounted for, has any of that money, 01 have a Vv « f those 
gifts been received by you in any connection with your duties in t] 

‘au of Internal Revenue ? 
Boricn. Mr. Curtis. I must respectivelly decline to make 
‘r to that ques tion on the crounds that I have p! evi0l sly tated. 
DeWrnp. Mr. Bolich, Mr. Routzahn has testified that from 
time to time he would come from Mansfield, Ohio, to New York City 
and would transport with nim cash in small bills which he would 
celiver to you at various places in New York, including hotel lobbies. 
Do vou deny that Mr. Routzahn during the period between 1946 
and 1950 did come to New York on various occasions and deliver cash 
to you at various places in New York? 

Mr. Boricn. I decline to make answer to that question on the 
ground that I have previously stated. 

Mr. DeWtnp. Testimony has been given to this committee, Mr. 
Bolich, from records of the Hotel Washington, that for a period of 
several months in 1950 and 1951 you occupied a hotel room or there 
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was registered in your name a hotel room in the Hotel Washington 
which was also registered in the name of Mr. Carl Routzahn. In 
fact, did Mr. Routzahn ever occupy that hotel room with you? 

Mr. Bouicu. I decline to make answer to that question on the ground 
that I have previously stated. 

Mr. DeWrnp. Mr. Routzahn, the record shows, was billed for that 
room at the rate of $6 a day. Did Mr. Routzahn m fact pay that $6 
a day? J 

Mr. Bouicu. I decline to make answer to that question on the 
ground that I have previously stated. 

Mr. DeWinp. It is a fact, is it not, that Mr. Routzahn did not oc- 
cupy that hotel room, and that he did pay for it at least at the rate 
of $6 a day during that period ¢ 

Mr. Bouicu. I decline to make answer to that question on the ground 
that I previously stated. 

Mr. DeWrnp. Mr. Bolich, did you ever receive any payments in 
money or property from Mr. Henry Grunewald in connection with the 
Pattullo Modes case ? 

Mr. Bouicn. I decline to answer that question on the ground that I 
have previously stated. 

Mr. DeWinp. Did you ever receive any payments in money or prop- 
erty from Mr. Max Halperin in connection with the Pattullo Modes 
case ? 

Mr. Boutcn. I decline to answer that question on the ground that 
I have previously stated. 

Mr. DeWrno. Mr. Bolich, if the answer to that last question were 


to be “No,” that answer could not possibly tend to incriminate you, 


could it? 

Mr. Boxicu. I refuse to answer that question on the ground that I 
have previously stated. 

Mr. DeWrnv. Mr. Bolich, Mr. Routzahn has testified under oath 
in part as follows: 

Now, I understand your arrangement was to pay regularly $400 a month to 
Mr. Bolich, is that right? 

For a limited time, yes, 

I beg your pardon? 

For a limited length of time. 

$400 a month; is that right? 

Yes, that is what we estimated his additional Washington expenses would be. 

And you knew that Mr. Bolich was living sort of from hand to mouth because 
his expenses were running over his income; is that right? 

Well, I knew he hid a big expense with his five kids and I knew he was having 
a hard time making ends meet. 

You knew, did you not, that your $400 payment was required every month 
just to let him make ends meet? 

That's right, that was my understanding. That’s what he told me. 

Now, you knew it was a matter of considerable importance that he get these 
payments regularly every month, did you not? 

Yes, every month, or every 2 months. I didn’t always give it to him every 
month. 

Well now, he needed it ; why didn't you give it to him every month? 

Because it wasn't convenient. 

Well now, for such emergencies, hadn't it been inconvenient for a man to carry 
money a thousand miles? There were such things as checks, money orders—did 
you ever consider that this man would be hard up if it didn’t get there? Did you 
consider that at all? 

No. 

Did he ever write you a letter that he needed the money? 

No. 
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You would write to him and tell him that you were going to be in New York, 
let us say? 

Usually write and ask him where he was going to be on a certain day, I was 
coming to the East. 

In what denomination bills would you make these payments? 

I don’t remember that, not large bills, I don’t think. 

Small bills? 

Twenties maybe. 

Maybe tens, fives? 

Yes, and a few fifties or something. 

Where did you carry these bills? 

Why, in my grip. 

In your grip? 

Yes. 

And not in your wallet? 

Maybe some of them in the wallet. I carried them both ways. 

Did you carry some of it in the grip? 

In an envelope, probably in the grip. 

And there might be as much as $100 in such an envelope, might there be? 

Maybe $500, $1,000. 

There might be as much as $1,000 in such an envelope? 

Yes. 

And you would carry that in your grip, you say? 

Yes. 

What kind of a grip is that? 

A traveling grip. 

I beg your pardon? 

An ordinary traveling grip. 

Then going on in relation to his stay in New York when he brought 
the money to New York, Mr. Routzahn was asked this question: 


When you registered at the hotel there, just what precautions would you 
take that this money would not be stolen? 

I would go up to my room with the bellhop. 

Yes. 

That is all. 

And then you would sit guard over the money all the time you were in New 
York? 

No, I wouldn't. 

Well. what would you do? 

Well, I would get rid of the money. 

After you registered at the room, how would you get rid of it? 

I would take it down and put it in a box in the hotel. 

You have done that? 

I think I have. 

Did you use any other precautions? 

I don’t think so. 

By the way, did you do that in the Roosevelt Hotel—put it in the box? 

I think I did one time. 

Just once? 

I recall only once. 

What did you do the other times? 

Left it in my grip overnight and locked the door. 

Ifow about when you went out of the hotel, or went down to have breakfast? 

Well, that’s not such a big envelope. You can put it in your pocket. 

Did you take it from your grip and put it in your pocket? 

I can’t remember those things. 

You don’t remember? 

That line of questioning—I just don’t get it. 

What do you mean, sir? 

What did I do a year or two ago, what I did with the enevelope ; I can’t remem- 
ber that stuff. 

Did Mr. Routzahn ever discuss with you how he brought this money 
to New York and kept it in the hotel? 

Mr. Boricn. I decline to answer that question for the reasons I 


have previously stated. 
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Mr. DeWrnpv. Where did Mr. Routzahn deliver this money to you 
besides the Hotel Roosevelt ? 

Mr. Bouicn. I decline to answer that question on the grounds that 
I have previously stated. 

Mr. DeWinp. Have you any explanation to make as to why Mr. 
Routzahn in making these payments to you should deliver it to you 
in cash in person ¢ 

Mr. Boricu. I decline to answer that question on the grounds that 
I have previously stated. 

Mr. DeWinp. Who was Mr. Louie Brush, Mr. Bolich? 

Mr. Bouitcu. I decline to answer that question on the ground that 
I have previously stated. 

Mr. Byrnes. Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. Mr. Bolich, from the time that this committee was 
first appointed, and continuing until approximately the middle of 
last year, you made numerous appearances before this committee, 
did you not ? 

Mr. Bourcn. I did, sir. 

Mr. Byrnes. Those appearances were in your capacity as Assistant 
Commissioner ? 

Mr. Bonicu. That is right. 

Mr. Byrnes. What in general were your duties as Assistant Com- 
missioner? 

Mr. Boricn. I was Assistant Commissioner in what was known as 
operations. That involved the management of the budget, the prep 
aration of the budget, the presentation of the budget at the Treasury 
level, and the Bureau of the Budget, and also responsible for the ap 
pearances on the part of the Bureau at the various Appropriations 
Subcommittees in both Houses of Congress. 

Mr. Byrnes. So that during this period, that is, beginning with 
the appointment of this committee, and then continuing on until well 
into last year, you appeared before this committee as the spokesman, 
really, for the Commissioner in advising this committee as to the 
operations of the Internal Revenue Bureau; is that correct ? 

Mr. Boricn. That is right, sir. 

Mr. Byrnes. So in effect until that time at least you were the liaison 
between this committee and the Commissioner and in some Instances 
the Secretary of the Treasury. 

Mr. Bortcu. That is right, sir. 

Mr. Curtis. Mr. Chairman, I would like to ask a question. 

Chairman Kine. Mr. Curtis. 

Mr. Curris. Mr. Bolich, today and on previous days there have bee! 
a number of charges made against you and inferences made against 
you. Do you wish to deny any of them ? 

Mr. Bouicn. I must respectfully refuse, Mr. Curtis, to answer that 
question on the ground that I have previously stated. 

Chairman Kine. Mr. Bolich, would you sit aside ? 

Mr. Lemay, would you come forward, please? You have been pre- 
viously sworn. 

Mr. Lemay. I have. 

Chairman Kine. Mr. Bolich, it might be well for you to remain here 
at the table. 
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TESTIMONY OF GEORGE H. LEMAY, SPECIAL AGENT, INTELLIGENCE 
DIVISION, ACCOMPANIED BY GEORGE W. RUTLEDGE, INTERNAL 
REVENUE AGENT, BUREAU OF INTERNAL REVENUE—Resumed 


Mr. DeWinp. Mr. Lemay, if I can summarize a portion of the testi- 
mony that you gave yest: rday, as I understand it, from the statement 
that Mr. Bolich furnished to you concerning his expenditures over the 
period from 1946 to 1950, his ‘stated expenditures were $82,100; is that 
correct ¢ 

Mr. Lemay. That is correct. 

Mr. DeWinp. During that period he showed an increase in his as- 
sets of $15,500 approximately; is that right ! 

Mr. Lemay. According to his net worth statement he showed a de- 
crease in net worth. 

Mr. DeWrnp. An increase in assets? 

Mr. Lemay. If you exclude the loans shown as being made by Mr. 
Routzahn. 

Mr. DeWinpv. The line on his statement which is listed as total as- 
sets is the one I am getting at. 

Mr. Lemay. That is right. 

Mr. DeWinp. That starts at $35,000 at the end of 1945, and goes up 
to $50,956.80 at the end of the period. 

Mr. Lemay. That is correct. That is an increase in assets of $15,000, 
sir. 7 

Mr. DeWrnp. So if you take the total of those two figures, it is 
about $97,000 roughly on expenditures and increase in assets as shown 
by Mr. Bolich over that period. 

Mr. Lemay. It is correct, sir. 

Mr. DeWrnp. Actually from an analysis of the statements filed it 
would appear that the expenditures must have been closer to $88,000 
to reconcile with the statement; is that not right ? 

Mr. Lemay. That is correct. 

Mr. DeWinp. The stated expenditures are $82,100, but to reconcile 
the statement, it would appear to be $88,000, so the expenditures and 
increase in assets ranged from $97,000 to $103,000 over this 5-year 
period ¢ 

Mr. Lemay. That is correct. 

Mr. DeWinp. That was money that Mr. Bolich had to have to either 
invest or spend; is that right? 

Mr. Lemay. That is correct, sir. 

Mr. DeWtinp. During that period his salary income totaled ap- 
proximately $53,400; is that correct ? 

Mr. Lemay. His salary together with the earnings of his children 
in the amount of $1,300 would amount to that. 

Mr. DeWrnp. That is, family earnings from salaries were $53,400? 

Mr. Lemay. That is correct. 

Mr. DeWinp. Which leaves a difference between 44 and 50 thousand 
dollars of excess of expenditures over salary income / 

Mr. Lemay. That is right, sir. 

Mr. DeWrnp. As I see these statements, Mr. Bolich explained that 
figure of $50,000 in the following manner: He said he received gifts 
from Carl Routzahn in the amount of $8,900 in cash, is that right? 
Cash gifts in the amount of $9,000? 

Mr. Lemay. Would you repeat that question ? 
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Mr. DeWinpv. The cash gifts from Mr. Routzahn during this period 
were $9,000? 

Mr. Lemay. That is correct, in addition to the gifts made for the 
education of the children. 

Mr. DeWrnp. Then there was a check for $2,000 or three checks 
totaling $2,000? 

Mr. Lemay. That is correct. 

Mr. DeWrnp. So that makes $11,000 in gifts? 

Mr. Lemay. That is correct. 

Mr. DeWrnp. And then amounts were listed as loans, cash loans 
$10,800, check loans $9,000, or a total of $19,800; is that correct ? 

Mr. Lemay. That is correct, sir. 

Mr. DeWrnbp. Is it identified from whom these cash and check loans 
came? vy 

Mr. Lemay. Yes, it is. The $10,800 came from Mr. Routzahn ac- 
cording to Mr. Routzahn’s testimony. The $9,000 is listed by Mr. 
Bolich in his net-worth statement as coming from Mr. Routzahn. 

Mr. DeWinp. Those are the amounts which Mr. Bolich had testified 
that there was a moral obligation to repay in his view but not a legal 
obligation; is that correct? 

Mr. Lemay. In part only. 

Mr. DeWrnp. You say in part there was a moral obligation to pay 
and in part a legal? 

Mr. Lemay. Mr. Bolich stated that the amount advanced for the im- 
provement on the property in Spring Lake, N. J., was actually a loan, 
and that he was obligated to pay Mr. Routzahn these sums of money 
advanced to him for those improvements. 

M. DeWrnp. That was the amount of $9,000? 

Mr. Lemay. That is correct. 

Mr. DeWinp. Was there any note to evidence that obligation ? 

Mr. Lemay. No, sir. 

Mr. DeWrnp. And no amount of it has been paid according to Mr. 
Bolich’s statement ? 

Mr. Lemay. To my knowledge; no. 

Mr. DeWrnp. The balance of the cash advances of $10,800, those 
were the amounts as to which there was a moral obligation, according 
to Mr. Bolich’s statement, but no legal obligation? 

Mr. Lemay. That is correct. 

Mr. DeWrnp. Did Mr. Bolich identify a further $4,000 as gifts from 
Louie Brush? 

Mr. Lemay. That is correct. 

Mr. DeWrnp. And a further $3,750 as gifts from a Mr. Hannon? 

Mr. Lemay. That is right. 

Mr. DeW inp. Who was Mr. Hannon; do you know? 

Mr. Lemay. Brother-in-law of Mr. Bolich. 

Mr. DeW1np. Then there were gifts stated from Mr. Bolich’s brother, 
George A. Bolich, in the sum of $2,500. 

Mr. Lemay. That is correct. 

Mr. DeW inp. Gambling winnings in the amount of $7,500. 

Mr. Lemay. That is correct. That was reported in 1948 as gambling 
gains. 

Mr. DeWrnp. And miscellaneous gifts to his children of $1,500? 

Mr. Lemay. That is correct. That was listed as gifts to the chil- 
dren. 
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Mr. DeWrnp. The total of those amounts is approximately $50,000? 

Mr. Lemay. That is correct. 

Mr. DeWrnp. So that Mr. Bolich’s explanation as furnished by 
him of expenditures totaling $50,000 in excess of his salary were in the 
form of gifts and loans, with loans being made by Mr. Routzahn, and 
gifts for the balance? 

Mr. Lemay. That is correct; together with his winnings in 1948. 

Mr. DeWinp. Then as I see your testimony in substance and effect 
it was that, in addition to this $50,000 that Mr. Bolich explained in this 
manner, you established another $27,000 of expenditures which had 
not been explained by him in any way? 

Mr. Lemay. That is correct. 

Mr. DeWinp. Or even disclosed. He did not disclose those expen- 
ditures / 

Mr. Lemay. No, sir. 

Mr. DeWtnp. In the course of your investigation, you have ques- 
tioned Mr. Carl Routzahn, have you not? 

Mr. Lemay. I have, sir. 

Mr. DeWrnp. What did Mr. Routzahn tell you had been his connec- 
tion with Mr. Bolich ? 

Mr. Lemay. That he appointed Mr. Bolich a deputy collector of 
internal revenue in January 1922, when he was collector of internal 
revenue for the eighteenth collection district of Ohio, and that from 
that time on he has been friendly with Mr. Bolich, and also with his 
family, until the present time. 

Mr. DeWinp. What explanation did Mr. Routzahn give of the cash 
advanced to Mr. Bolich in the amount of $10,800 ¢ 

Mr. Lemay. He stated that at the time Mr. Bolich was appointed 
Assistant Commissioner, Mr. Bolich told him that he could not afford 
to stay in Washington, that, if he did take that assignment as Assistant 
Commissioner, that he would require additional funds. It was agreed 
between he and Mr. Routzaln that he would advance Mr. Bolich $400 
a month so long as he remained in Washington as Assistant Commis- 
sioner. 

Mr. DeWrnp. In addition to these cash amounts there were these 
amounts advanced by check of $9,000 for the improvement of the 
house in Spring Lake. What did Mr. Routzahn tell you about that ? 

Mr. Lemay. As I remember, these were loans made to Mr. Bolich 
which Mr. Routzahn had agreed to advance for the improvement of 
a home in Spring Lake, N. J. 

Mr. DeWrnp. This was the house that Mr. Routzahn said he had 
given as a gift to Mr. Bolich? 

Mr. Lemay. He originally sold the house to Mr. Bolich and accepted 
a note from Mr. Bolich and his wife which he, in 1945, canceled and 
made a gift of the note to both Mr. Bolich and Mrs. Bolich in the 
amount of $7,000. 

Mr. DeWinpv. And following that he advanced $9,000 for improve- 
ments to the house? 

Mr. Lemay. That is correct. 

Mr. DeWrnp. Did Mr. Routzahn make any explanation of the gifts 
of $11,000 made during this 5-year period ? 

Mr. Lemay. Yes, he did. He said that Mr. Bolich had a large fam- 
ily, had grown children, and he desired to help him to educate the 
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children. For that reason he gave him sums of money periodically 
for the education and maintenance of the children. 

Mr. DeWinp. Where did Mr. Routzahn say he got the funds to make 
all these loans and gifts? 

Mr. Lemay. Mr. Routzahn stated that he had a considerable amount 
of money in cash in a safe deposit box, and that he would withdraw 
periodically sums of money from the safe deposit box. 

Mr. DeWrnpv. He said all of these amounts that he advanced to Mr. 
Bolich he took out of a safe deposit box ? 

Mr. Lemay. That is correct, except the checks. 

Mr. DeWinp. So none of these amounts appeared in his records, 
nothing appeared in his checking account, nothing appeared in any of 
his personal records which would establish these payments; they all 
came out, according to Routzahn’s statement, from the safe deposit 
box ? 

Mr. Lemay. That is correct. 

Mr. DeWinp. How long did Routzahn say he had the safe deposit 
box ¢ 

Mr. Lemay. For a period of years, probably 15 or 20 years, or longer. 

Mr. DeWtnp. Did he say he had been accumulating these cash 
funds in the safe deposit box during that entire perked? 

Mr. Lemay. That is the statement, that he did accumulate cash 
for a period of years. 

Mr. DeWinp. Did you ever inspect any of the cash that Mr. 
Routzahn said he had withdrawn from that box to give to Mr. Bolich? 

Mr. Lemay. I did inspect the safe deposit box. 

Mr. DeWinp. That is, you looked at what was in the box? 

Mr. Lemay. That is correct. 

Mr. DeWinp. Prior to that time, in New York, didn’t Mr. Routzahn 
produce from his pocket some funds he said he had withdrawn from 
that box to deliver to Mr. Bolich ? 

Mr. Lemay. That is correct. 

Mr. DeWinxn. How much was it that Mr. Routzahn produced at 
that time? 

Mr. Lemay. Approximately $320. 

Mr. DeWrnp. Was there anything about those bills that were pro- 
duced by Mr. Routzahn? 

Mr. Lemay. They were all new bills drawn on the Federal Reserve 
Bank of New York. 

Mr. DeWrnp. They were all New York Federal Reserve bank bills 
and new and yet he said they came from his department store opera- 
tions in Ohio? 

Mr. Lemay. He didn’t say his department store, but he said he car- 
ried these bills from Mansfield, Ohio. 

Mr. DeWrnp. He said all of these bills that he used to make the 
advances to Mr. Bolich had been accumulated over a long period of 
time ¢ 

Mr. Lemay. That is correct. 

Mr. DeWrnp. But all of these particular bills were new bills on the 
New York Federal Reserve? 

Mr. Lemay. That is correct. 

Mr. DeWinpv. After that you indicated you did inspect the safe de- 
posit box in Mansfield, Ohio? 

Mr. Lemay. That is correct. 
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Mr. DeWinp. What did you find in that box? 

Mr. Lemay. In that box was various securities and $7,500 of cash. 

Mr. DeWinp. What were the securities in the box ‘ 

Mr. Lemay. Municipal bonds, insurance policies. One was a fixed 
policy which gave Mr. Routzahn a monthly payment of approximately 
$259 a month. 

Mr. DeWinpv. Perhaps, while Mr. Rutledge is checking that, we can 
go on to something else. The $7,500 in bills that you found in the 
box, were they new bills or old bills ¢ 

Mr. Lemay. They were all old bills. 

Mr. DeW rnp. How old were they? 

Mr. Lemay. That is hard to say. They were drawn on various 
Federal Reserve banks, mostly in Cleveland, but they seemed to have 
been handled for a considerable amount of time. There were no new 
bills in this group of $7,500. 

Mr. DeWinp. Were they all bills that had been issued in the last 5 
years ¢ 

Mr. Lemay. Yes. 

Mr. DeWrnp. So none of them were older than 5 years, although 
Mr. Routzahn said he had been collecting these funds in the safe de- 
posit box over a period of 15 years at least? 

Mr. Lemay. Some of them did bear the series of 1954. But it 
seemed that the bulk of them were issued or it appears that many of 
these bills bore the 1934 issuing date. Now, from the numbers, the 
Federal Reserve bank or the Treasury could tell us when they were 
issued. I don’t know. 

Mr. DeWinp. The great bulk of them were issued within the past 
5 years‘ 

Mr. Lemay. No, I wouldn’t say that, not according to the serial 
numbers. Unless each bill was checked with the Federal Reserve 
bank to see whether they were actually issued by the numbers, I couldn't 
tell. 

Mr. DeWrnp. How were these bills wrapped, in bank wrappers? 

Mr. Lemay. They were, in groups of $500 and $250 each. The 
$10 bills were wrapped in 50 bills, and also in the $5 groups there was 
50 bills in each group. 

Mr. DeWrnp. So that these bills had been obtained from a bank 
in the original bank wrapper and put in the box? 

Mr. Lemay. That is correct. Several of these wrappers bore the 
date of August 28, 1951. 

Mr. DeWrnp. Can you state approximately the amount of money 
that was covered by the August 28, 1951, bank wrappers ‘ 

Mr. Lemay. Will you repeat that question again ¢ 

Mr. DeWrnp. Can you state approximately the amount of money 
that was enclosed in the August 1951 bank wrappers ! 

Mr. Lemay. There was $1,250 which bore the date of August 28, 
1951. | 

Mr. DeWrxp. Did Mr. Routzahn make any explanation of this 
peculiar way of handling this transaction with Mr. Bolich, depositing 
cash in a safe deposit box and then withdrawing it and carrying it 
personally to New York and delivering it there ’ 

Mr. Lemay. He did attempt to make an explanation, but it is hard 
to say why he would handle the cash when he did have a bank account 
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in which large sums of money were deposited by him and withdrawn 
for all other purposes than payments made to Mr. Bolich. 

Mr. DeWinp. All his other affairs were handled through regular 
checking accounts and bank deposits? 

Mr. Lemay. That is correct. 

Mr. DeWinp. Did his explanation of this unusual way of handling 
the Bolich transactions amount to anything more than “This is the way 
we decided to do it”? 

Mr. Lemay. That is about what it amounted to. 

I have an inventory now of what was contained on September 8, 
1951, of Mr. Carl Routzahn. 

Mr. DeWinv. Would you please give an inventory of the things 
in the box? 

Mr. Lemay. There was 500 $10 bills, amounting to $5,000; 500 $5 
bills, amounting to $2,500; total currency in his box of $7,500. 

The following bonds were in the safe deposit box: $5,000 of the 
city of Columbus, Ohio, issued December 1, 1950; stocks in various 
corporations: 4 shares of Brush Moore newspaper, Canton, 5 percent 
preferred; 50 shares of the Shelby Sales Book Co., of Shelby, Ohio, 
formerly in the name of Mrs. Martha M. Routzahn; 9 shares of the 
Mansfield Savings Bank, par $100, formerly in the name of his wife, 
Martha M. Routzahn; 52 shares of Richland Trust Co., with a par 

value of $66.67; 484 shares of Hughes Keenan Corp., Delaware, Ohio, 
common stock; 50 shares of ¢ ‘entral Fruit & Grocery Co., acquired in 
1924, with a par value of $100; 8 shares of Central Fruit & Grocery 
Co., acquired in 1946, par value of $100 a share. 

There was one deed to the property located at 210 Passaic Avenue, 
Spring Lake, N. J., which was dated October 1949. This deed bore 
Federal stamp of $8.80. 

Insurance policies as follows 

Mr. Curtis. Who is the grantor of the deed ? 

Mr. Lemay. The grantor of the property at 210 Passaic Avenue was 
L. Everett Renz of New York City. 

Mr. Curtis. Who was the grantee? 

M. Lemay. The grantee was Carl F. Routzahn. 

Insurance policies with the following companies: Hartford Acci- 
dent & Indemnity Co., a liability policy on Spring Lake property; 
Hartford Accident & Indemnity Co. on a Chrysler car; National Fire 
Insurance Co. of Hartford 

Mr. DeWrnp. Mr. Lemay, excuse me for interrupting. Were there 
any other items in that box in the form of negotiable securities ? 

Mr. Lemay. No, there wasn’t. 

Mr. DeWrnp. Mr. Chairman, could the complete inventory be made 
a part of the record here without having it read ? 

Chairman Krwne. If there is no objection, it will be so ordered. 

(The information is as follows :) 


Inventory of Safe Deposit Box of Carl F. Routzahn at the Richland Trust Co 
as of Sept. 8, 1951 
CURRENCY 


500 $10 bills aan 
500 $5 bills_._-- 2, 500 


Total value of currency in safe deposit box__....------...-..-- 7,€ 
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BONDS 
City of Columbus, Ohio, Issued Dec. 1, 1950: Par 
No. 2896, due Sept. 1, 1964 14% percent-----~~- ES OT 
No. 2897, due Sept. 1, 1964 14% percent__-._---~- Se i 
No. 2898, due Sept. 1, 1964 11%4 percent... _.---_---- ~~~ soladilaitinlbansiinaas 1, 000 
No. 2899, due Sept. 1, 1964 14% percent___._.~~- Reiihanininiiatimee: sae 
Ne, Bere, Gab. Bent. 2, BOGS. Be Berek once enero nee . 1,000 
Se oe ee 
STOCKS OF VARIOUS CORPORATIONS 
Shares 
Brush Moore newspaper, Canton, Ohio, 5 percent preferred aS 4 
Shelby Sales Book Co., Shelby, common (formerly in the name of wife, 
Martha M. Routzahn) a Pn Ke i J . 50 
Mansfield Savings Bank, par $100 (formerly in the name of wife, 
ne RA ES AE BTR « ~ 9 
Richland Trust Co., par $66.67... _---~- a A eral n2 
Hughes Keenan Corp., Delaware, Ohio, common _-_ ; in 484 
Central Fruit & Grocery Co. (acquired 1924), par $100___-__. - nO 
Central Fruit & Grocery Co. (acquired 1946), par $100 ae ase ae 


DEED 


One deed to property located at 210 Passaic Avenue, Spring Lake, N. J., from 
L. Everett Renz et ux, to Carl F. Routzahn, dated October 1949. 

Federal Stamps, $8.80, handled through the agency of Francis Judge, 1120 
Third Avenue, Spring Lake, N. J. 


INSURANCE POLICIES 


Hartford Accident & Indemnity Co., No. CR 349649—liability policy on Spring 
Lake property. 

Hartford Accident & Indemnity Co., No. AH 130714—Chrysler car. 

National Fire Insurance Co. of Hartford, No. 383192—1950 Chrysler sedan. 

National Fire Insurance Co. of Hartford, No. D 307344—>property at 210 Pas- 
saic Avenue, Spring Lake, N. J.—$15,000—expires October 4, 1953. 

National Fire Insurance Co. of Hartford, No. D 307323—property at 210 Pas- 
saic Avenue, Spring Lake, N. J.—$20,000—expires March 25, 1953 (fire insur- 
ance on property in Spring Lake, N. J.) 

Life insurance policy payable to Carl F. Routzahn by the Mutual Benefit Life 
Insurance Co. of Newark, N. J., No. E 59089, policy No. 1797075 in the amount of 
$40,260.80, dated April 16, 1948, payable to Mr. Routzahn at the rate of $255.66 
monthly 

A certificate from the AAA of Richmond County Auto Club, together with an 
accident policy issued through the Washington National Insurance Co. 

Hospital Service Contracts: 

The Blue Cross, Akron Hospital Service, Akron, Ohio. 
The Doctors’ Plan—Surgical Expense Indemnity. 
The Blue Cross Plan 

Certificate of ownership from Lelia E. Thompson, transferred to Carl F. 
Routzahn, on purchase of island called Lee Isle, located in Gore Bay, near Sud- 
bury, Ontario, Canada, and reentered as new parcel in book No. 422, volume No. 
” dated: 19th day of May 1930, 22d day of March 1933, 28th day of March 1931, 
Sth day of December 1930, Sth day of December 1930, 9th day of July 1946: 
and the new title to this island, which consisted of six parcels, was conveyed 
to Mr. Routzahn on July 9, 1946, for consideration of $8,500. 

Bill of sale for above property from Lelia E. Thompson to Carl F. Routzahn, 
for the house, and bill of sale from Mr. Rogers to Carl F. Routzahn for sale of 
boat. 

Insurance policies on the above property from the World Insurance Co., Ltd. 
of London, England, obtained from A. Hoffman Smith Agency, 11 Cedar St., 
Sudbury, Ontario Amount of policy $20,450, expires September 13, 1952— 
premium $364.01. 

MISCELLANEOUS 


A lease on the apartment located at 127 Park Avenue, West, Mansfield, Ohio, 
dated May 1, 1948 for 10 years at a monthly rental of $48, lease obtained from 
the executor of the last will of H. S. Caldwell. 
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Certificate of Eagle Lodge Membership. 
Deed to a cemetery lot in Mansfield, Ohio. 
Bond from Westbrook Co. Golf Club. 


Contents of a strong bor located at the office of R. B. Mazwell Department Store, 
Mansfield, Ohio, on Sept. 8, 1951 


Province of Ontario, serial No. AR20845, bought prior to Apr. 13, 1948, 


FE my 
Province of Ontario, serial Nos. AR11780, AR11794, AR12128, bought 

prior to Apr. 13, 1943, due Jan. 15, 1954—4% percent__-__- . 8,000 
Province of Quebec, 3 percent bonds, bought June 4, 1943, due July Ts ), 

Ge serekl Noe, SORE be. Rey CRIN Riecesinnccnnneneccesnttunnn 4, 000 
City of Fostoria, Ohio, 154 percent bonds dated Aug. 1, 1950, due Oct. 1, 

1963, serial Nos. 281 to 285, inclusive__..-—- EE Da 
City of Hamilton, Ohio, 1% percent bonds dated Oct. mq 195 0, due Oct. 1, 

1965, serial Nos. 1287 to "1296. 0 a a = ee _.... 10, 000 
City of Alliance (Ohio) 1% percent waterworks improveme nt bonds 

dated Novy. 1, 1950, due Nov. 1, 1965, Nos. 45 to 54, inclusive.__—_- _. 10,000 


City of Dayton water “ed extension and improvement bonds- -1950 - 
1144 percent dated Nov. 1, 1950, due Oct. 1, 1965, Nos. 50131 to 50140, 





ine *lusive . eS ee PS ee a ee ce AE BR SO 10, 000 
Mansfield City school district ‘ pe reent school building bond series N 
dated Apr. 1, 1947, due Apr. 1, 1967, Nos. 1956, 1957, 1958, 1959, 1960 

1709, 1711, and 171: pre ne eee hiiheed pe aablaingiahedcbdaagatahds, a 

a ee TL ee a Oe 51, 000 


Mr. DeWrnp. On the municipal bonds, what was the total amount 
of the municipal bonds? 

Mr. Lemay. There was $5,000 worth of municipal bonds in his safe- 
deposit box of the Richland Trust Co. Also, in the office of Mr. 
Routzahn at the R. B. Maxwell Co. there was also a list of municipal 
bonds which he produced and which we made records of amounting to 
$51,000. 

Mr. DeWrnp. Is that a total of $56,000 of municipal bonds? 

Mr. Lemay. That is correct. 

Mr. DeWinv. Where did Mr. Routzahn say he got the fund to ac- 
quire those municipal bonds 

Mr. Lemay. From the ae of $55,000 worth of Government bonds in 
November 1951. 

Mr. DeWrnv. How long did he say that he had held those Govern- 
ment bonds ? 

Mr. Lemay. Prior to 1945. 

Mr. DeWrnp. At the beginning of 1945, he showed the Government 
bonds on hand ? 

Mr. Lemay. That is correct, $55,000. 

Mr. DeWrnp. Did his tax returns show any interest from Govern- 
ment bonds ? 

Mr. Lemay. It did. 

Mr. DeWrnv. Was the interest from Government bonds sufficient 
to constitute reporting interest on this $55,000 ? 

Mr. Lemay. No: it wasn’t. 

Mr. DeWinp. How did Mr. Routzahn explain his statement that 
he had the bonds in 1945, in the light of the fact that he had never 
reported the interest on them, or at least part of the interest ? 

Mr. Lemay. Mr. Routzahn explained that he cut the coupon from 
these bonds and cashed these coupons and made no record of it. At 
the end of the year he would estimate the amount of interest he would 
have received from his Government bonds. 
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Mr. DeWinp. He just never reported that interest ? 

Mr. Lemay. He reported only part of it. 

Mr. DeWinp. Did Mr. Routzahn say where he got the money to buy 
the $55,000 in Government bonds? 

Mr. Lemay. He said that some of the money came from the redemp- 
tion of E or G bonds which he acquired prior to 1945, which were sold 
some time after 1945. 

Mr. DeWINp. Have you checked into whether or not there was any 
record of redemptions of E and G bonds by Mr. Routzahn subsequent 
to 1945 ¢ 

Mr. Lemay. I have. 

Mr. DeWinp. Were there? 

Mr. Lemay. No. 

Mr. DeWiNp. Do you find any other explanation of how he man- 
aged to acquire these $55,000 in bonds ¢ 

Mr. Lemay. No, we were not able to identify from his checking 
account or other sources. 

Mr. DeWrnp. Does Mr. Routzahn offer any explanation other than 
this explanation that didn’t check out on the E and G bonds? 

Mr. Lemay. He has not been questioned with respect to that as yet. 

Mr. DeWrnp. Has he not been questioned on that ¢ 

Mr. Lemay. He was questioned with respect to how he obtained the 
$55,000 worth of Government bonds and his answer was that he 
acquired them from funds that he accumulated prior to 1945. 

Mr. DeWrnp. You have mentioned a number of life-insurance poli- 
cies in that box. ‘To whom were they payable? 

Mr. Lemay. To Mr. Routzahn’s estate, as far as the policies we saw. 

Mr. DeWinpv. Was any of the insurance maintained by Mr. Rout- 
zahn to Mr. Bolich ? 

Mr. Lemay. Mr. Routzahn stated that the insurance policies that he 
held would be payable to Mr. Bolich in case of his death. 

Mr. DeWrnp. Mr. Routzahn stated that? 

Mr. Lemay. That is correct. 

Mr. DeWinp. And you examined the policies and in fact they were 
payable to Mr. Routzahn’s estate? 

Mr. Lemay. Those policies he mentioned we did examine. They 
were not in the safe-deposit box nor in his box located in the store of 
R. B. Maxwell & Co. 

Mr. DeWrnp. Where did he say he kept those policies that were 
payable to Mr. Bolich? 

Mr. Lemay. That question was not asked of Mr. Routzahn. 

Mr. DeWtnp. Do you know approximately the value of the policies 
that Mr. Routzahn said are payable to Mr. Bolich ? 

Mr. Lemay. According to the net worth statement submitted by 
Mr. Routzahn these policies are listed as being worth approximately 
$17,000, paid up policies. 

Mr. DeWrinp. $17,000? 

Mr. Lemay. That is correct. 

Mr. DeWinp. Is that their present cash value or is that their matu- 
rity or face value? 

Mr. Lemay. They are paid up policies. It must have been the 
value as of the date that the policies were listed on his net worth 
statement. 
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Mr. DeWinp. That would be the wee value of the policy and 
not necessarily the face amount payable on death ? 

Mr. Lemay. That is correct. It could be a greater amount. 

Mr. DeWrnp. Have you yet been able to establish when if at all 
Mr. Routzahn acquired these $55,000 in Government bonds? 

Mr. Lemay. We were able to establish the date on $32,000 worth of 
these bonds. These bonds were issued by the Federal Reserve Bank 
of New York on May 16, 1950, and the Guaranty Trust Co. of New 
York had taken to the Federal Reserve Bank of New York one bond 
for $100,000, which was broken into smaller bonds, of which $32,000 
were delivered to the Richland Trust Co. in Mansfield, Ohio, on 
May 16, 1950. 

Mr. DeWinp. Mr. Routzahn’s only explanation of how he acquired 
this was that he had accumulated cash prior to 1945 sufficient to buy 
these bonds? 

Mr. Lemay. Or the sale of E or G bonds to acquire these bonds. 

Mr. DeWinp. But that explanation is not borne out by the Gov- 
ernment records on the redemption of E or G bonds ? 

Mr. Lemay. That is correct. 

Mr. DeWrnp. The $32,000 worth of bonds that you traced were 
paid for by the Mansfield, Ohio, bank, is that correct ¢ 

Mr. Lemay. That is correct, by Richland Trust Co. 

Mr. DeWinp. The $100,000 bond that you mentioned, that was a 
bond belonging to the Guaranty Trust Co. and they merely filled 
this order from the Mansfield bank by breaking up that bond, is that 
correct ? 

Mr. Lemay. That is correct. 

Mr. DeWinp. Mr. Lemay, did you question Mr. Routzahn about his 
hotel reservations at the Washington Hotel ? 

Mr. Lemay. He was questioned by another Special Agent in Cleve- 
land, Ohio. 

Mr. DeWrnp. Can you state what Mr. Routzahn’s testimony con- 
cerning his Washington Hotel reservations was? 

Mr. Lemar. With respect to his stay or registration in October 
1951—I will correct that; 1950, instead of 1951—Mr. Routzahn was 
asked the following question : 

Question. Did you occupy a room in the Hotel Washington in Washington, 
D. C., from October 19, 1950, to April 12, 1951? 

Mr. RoutzaAHn. You mean every day during that period? 

Mr. McCammon. Yes, sir. 

Mr. Routzanun. How long, 6 months? 

Mr. McCammon. Yes, sir. 

The answer by Mr. Routzahn: 

The answer to this question should be “No.” 

Question. Do you recall whether you occupied any room at the Hotel Wash- 
ington at any time during the period from October 19, 1950, to April 12, 1951? 

Answer. I don’t recall. 

Question. The registration card which I have just shown you, No. 195774, 
refers to account No. 51663. I will show you a photostatie copy of the ledger 
card No. 51663 which indicates a registration in room 301 in the name of C. F. 
Routzahn at a daily price of $9.90, which on the ledger page has been changed 
to room 609 at a daily rate of $6. I will ask you whether that ledger card 
refreshes your recollection in any way regarding any possible occupancy of 
room 609 in the Hotel Washington. 

Answer. I can't recall. I don’t know. I can’t recall the room number. 

Question. I am showing you also the successive sheets of ledger pages relating 
to room 609 registered in the name of C. F. Routzahn, Mansfield, Ohio, running 
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from October 19, 1950 to April 12, 1951 and I am calling your attention to the 
fact that these sheets show payments through credits to the cashier of $83.04 
on November 20, 1950, of $183.48 on December 6, 1950, of $189.60 on January 
11, 1951, of $169.15 on March 7, 1951, of $186 on April 11, 1951, and $66 on 
April 12, 1951, I call your attention further to the fact that in the left hand 
margin, of the sheet which shows the payment of $189.60, is a penciled notation 
indicating a check for that amount and in the left hand margin showing the 
payment of $186 is a penciled notation showing cash received of that amount 
on April 11, 1951. My question is, Did you make those payments to the Hotel 
Washington? 

Answer. What are these dates, now—on the checks? Well, I can say that I 
made these two payments : $186.50, January 10, and $169.15, March 5. The others 
I have no recollection of. 

Question. Do you have your canceled checks for the months of November and 
December of 1950? 

Answer. No; Geater has them 

Question. Would we be able to examine those checks in his office? 

Answer. I think so; no objection to that. 

Mr. Grater. Not at all. 

Question. The payments which you refer to are a check No. 246 drawn on the 
Richland Trust Co., Mansfield, Ohio, on January 10, 1951, payable to the order of 
the Hotel Washington for $189.60 signed by C. F. Routzahn and check No 
260 drawn on the same bank dated March 5, 1951 to the same payee in the 
amount of $169.15 signed by C. F. Routzahn, is that correct? 

Answer. Yes. 

Mr. DeWrnp. Mr. Lemay, in substance and effect did Routzahn 
say he did not stay at the Washington Hotel during any substantial 
portion of this period ? 

Mr. Lemay. Yes, that is correct. 

Mr. DrWrnp. But he did pay some substantial part or possibly 
all of the hotel bills at $6 a day during that period ? 

Mr. Lemay. At least there are three checks from his account show- 
ing that he paid certain sums of money. 

Mr. DeWinpv. Was Mr. Routzahn questioned about his staying at 
the hotel suite that was in the name of Harry Woodring when he 
was in Washington ? 

Mr. Lemay. He was asked the question whether he did stay in room 
319-20-21. Here isthe question: 

Question. I call your attention to the fact that on the 1949 card the room num- 
ber is designated at 3819-20-21, and on the 1950 card the room is designated as 
419-20-21. I will ask you whether at either time you occupied the suite of 
rooms in the Hotel Washington? 

And the answer was, “No.” 

Mr. DeWinp. Mr. Lemay, can you identify who Louie Brush is or 
was? 

Mr. Lemay. My understanding is from what Mr. Routzahn said 
that Mr. Louie Brush was a newspaper publisher from Salem, Ohio, 
and then he died while attending the National Republican Convention 
in Philadelphia in June 1948. 

Mr. DeWrnp. Did you question Mr. Routzahn concerning the $4,000 
that Mr. Bolich revealed had been made as a gift to him by Louie 
Brush ? 

Mr. Lemay. Yes, he was questioned. 

Mr. DeWrnpv. Did Mr. Routzahn have any explanation of that 
transaction ? 

Mr. Lemay. He said that he and Mr. Brush before his death had 
agreed to give to Mr. or Mrs. Bolich for the education of their chil- 
dren a certain sum of money, which was paid for in cash. 
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Mr. DeWtnp. How was that gift made? Did Mr. Brush give the 
cash to Routzahn who in turn gave it to Mr. Bolich? Was that the 
explanation ¢ 

Mr. Lemay. In part I believe that he said some time Mr. Brush 
also made direct payments while in New York or elsewhere to Mr. 
or Mrs. Bolich. 

Mr. DeWrnpv. But all these payments were made in cash as far 
as you have been able to determine ? 

Mr. Lemay. According to Mr. Routzahn’s statements, although 
there are two deposits in Mr. Bolich’s account showing two checks 
coming from a bank in Salem, Ohio. We have not traced those two 
checks. One was for $100 and another one for approximately $150. 

Mr. DeWtinp. Mr. Bolich, do you wish to make any explanation or 
any denial or any other answer to the testimony that has been given 
here concerning you ¢ 

Mr. Boricu. For the reasons that I have previously given, I decline 
to make any answer to that testimony. 

Mr. DeWrnp. I have no more questions for the moment. 

Chairman Kine. Are there any more questions? 

(No response. ) 

Chairman Kine. I cannot allow the meeting to adjourn at this 
time without commenting, Mr. Bolich, on your behavior here this 
morning. You occupied the second most important position in the 
tax collecting machinery of our country during three critical years. 
You were primarily responsible for the operations of that machinery. 
That was a great responsibility and a challenge for a significant pub- 
lic service. You had the duty of setting the tone and maintaining 
the morale of over 50,000 Bureau employees. You had worked as a 
Bureau employee in a variety of positions and thus fully realized the 
burdens of that office. 

Now, in the face of the testimony which we have received indicating 
that you associated closely with Mr. Grunewald under unusual, if 
not. suspicious, circumstances, and received considerable sums of 
money under similarly suspicious circumstances, you refused to deny 
or explain the testimony which this committee has a right to re- 
ceive. You claim your constitutional privilege against self-incrimi- 
nation, which claim, it is the thought of this committee, indicates your 
fear or apprehension of criminal conduct 

In my opinion no Government official, particularly with the posi- 
tion of trust such as you have held, should feel it necessary to invoke 
this privilege. Every American has a right to be disappointed with 
the failure of a man with : our ability and experience. Mr. Bolich, and 
it must come with serious impact on the great number of employees 
in the Bureau that have had to suffer because of the events and condi- 
tions that have been uncovered in the Bureau. 

You may be excused. 

The committee will adjourn until 3 o'clock this afternoon. 

(Thereupon at 12:25 p. m., a recess was taken until 3 p. m., the 
same day.) 

AFTER RECESS 


Chairman Kine. The committee will come to order. 
Mr. Bolich, will you come forward, please ? 
Mr. Lemay, would you resume? 





INTERNAL REVENUE INVESTIGATION 3479 


TESTIMONY OF GEORGE H. LEMAY, SPECIAL AGENT, INTELLIGENCE 
DIVISION, ACCOMPANIED BY GEORGE W. RUTLEDGE, INTERNAL 
REVENUE AGENT, BUREAU OF INTERNAL REVENUE, AND OF 
DANIEL A. BOLICH, ACCOMPANIED BY ROBERT L. CALLAHAN, AT- 
TORNEY AT LAW—Resumed 


Mr. DeWirnp. Mr. Lemay, in connection with the Pattullo Modes 
case, this committee has received testimony that in November 1948 
an affidavit claiming voluntary disclosure was filed with the Intelli- 
gence Unit in New York City and Mr. Baradel rejected the claim 
of voluntary disclosure, taking the position that the affidavit was false. 
Then the testimony was that some time between the end of November 
and early January one of the counsel for the taxpayers, Mr. Saver, 
and one of the other lawyers, Mr. Quinn, called on Mr. Bolich and 
were told that the case could be dropped from criminal prosecution 
on the basis of a promise of cooperation from the taxpayer, even 
though no voluntary disclosure was involved. 

Mr. Baradel’s diary shows that this decision was communicated to 
him by Mr. Bolich on January 5, 1949, and the taxpayers were in- 
formed of that decision in a conference in New York on January 10, 
1949. 

Further testimony shows, Mr. Lemay, that on January 13, 1949, 
Mr. Max Halperin, who was associated with the firm of Schopick & 
Davis, who also represented Pattullo Modes, registered at the Hotel 
Washington, and that the bills for his stay at the Hotel Washington 
were charged to the account of Henry Grunewald. 

Can you say, about that time did Mr. Carl Routzahn also come to 
Washington ? 

Mr. Lemay. On January 18, 1949, Mr. C. F. Routzahn, Mansfield, 
Ohio, registered in room 343 at the Hotel Washington. 

Mr. Kean. What date? 

Mr. Lemay. January 18, 1949. 

Mr. Curtis. Has Mr. Routzahn identified the handwriting on that 
registration ¢ 

Mr. Lemay. May I hold back on that answer for a few minutes, sir? 

Mr. Curtis. You may supply the answer. 

It is true that Mr. Routzahn has confirmed that he was here about 
that time? 

Mr. Lemay. That is correct. 

Mr. DeWinp. Did Mr. Routzahn say that the registration card 
was not in his handwriting, but appeared to be in the handwriting 
of Mr. Bolich? Was that his opinion? 

Mr. Lemay. That is correct for the one on January 18, 1949. 

Mr. DeWrnp. Mr. Lemay, would you show that registration card 
to Mr. Bolich, please ’ 

Is that your Enindwriting, Mr. Bolich? 

Mr. Boricn. I decline to answer that question, Mr. DeWind, for 
the reasons previously stated. 

Mr. DeWinp. Do you have there a copy or the original of the hotel 
invoice for that Routzahn visit, Mr. Lemay? 

Mr. Lemay. I have a photostatic copy of the original. 

Mr. DeWrnp. Does that disclose that the amount of the hotel bill 
was to be charged to Mr. Bolich? 
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Mr. Lemay. Hotel bill No. 72702 was registered in the name of Carl 
F. Routzahn in room 343, dated January 18, Mansfield, Ohio, On the 
remarks it is stated, “Mr. Bolich will pay these accounts.” 

Mr. De Wun. For how many days does that indicate Mr. Routzahn 


was here? 

Mr. Lemay. Three days. 

Mr. DeWinv. That is from January 18 to January 21? 

Mr. Lemay. That is correct. 

Mr. DeWtnpv. Mr. Bolich, did that visit of Mr. Routzahn to the 
Hotel Washington have anything to do with the Pattullo Modes 
case ¢ 

Mr. Bonicu. I decline to answer that question for the reasons that 
[ have previously stated. 

Mr. DeWixp. You do not wish to make any statement or denial 
concerning the inferences that may be drawn, is that correct ¢ 

Mr. Boricu. No; for the reasons previously stated. 

Mr. DeWrnp. At that time, Mr. Bolich, did you not meet with 
Mr. Grunewald and Mr. Max Halperin at the Hotel Washington? 

Mr. Boricu. I decline to answer that question for the reasons that 
I have previously stated. 

Mr. DeWtnv. Mr. Bolich, there has been testimony before this 
committee that at your direction the Intelligence Unit investigation 
of the Hyman Harvey Klein case was dropped on or about August 31, 
1948, just before you came to Washington. For what reasons did 
you direct the investigation of possible tax fraud in that case to be 
dropped ? 

Mr. Boticn. I decline to answer that question for the reasons that 
I previously stated. 

Mr. DeWinp. There has been introduced in the record here, Mr. 
Bolich, records of a telephone conversation between you and Mr. 
Oliphant, formerly Chief Counsel of the Bureau, which tend to indi- 
cate that you also directed that the Aleohol Tax Unit drop its in- 
vestigation of the Hyman Harvey Klein tax case. For what reason 
did you direct that the Alcohol Tax Unit drop its investigation ? 

Mr. Boricu. I decline to answer that question for the reasons I 
have previously stated. 

Mr. DeWinv. Mr. Aubrey Marrs, former head of the technical staff, 
now retired, has testified here that you directed him to find some 
manner in which to remove the jeopardy assessment in the Klein case. 

For what reason did you direct Mr. Marrs to find some way to 
remove that jeopardy assessment ? 

Mr. Bottcn. I decline to answer that question for the reasons pre 
viously stated. 

Mr. DeWinp. The Klein case was closed out so far as the Alcohol 
Tax Unit investigation was concerned on or about September 16, 1948, 
Mr. Bolich. Did you discuss that case with Mr. Henry Grunewald 
at or about that time? 

Mr. Boricu. I decline to answer that question for the reasons that 
I have previously stated. 

Mr. DeWrnp. The records of the Bureau of Internal Revenue show 
that vou attended at least one conference on that case, at which Com- 
missioner Schoeneman, Mr. Oliphant and Senator Bridges were pres- 
ent in March of 1949. Is it not true that at that time you were occupy- 
ing a portion of the Grunewald suite at the Hotel Washington ? 
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Mr. Bonicu. I decline to answer that question for the reasons pre- 
viously stated. 

Mr. DeWinpv. As you may know, there has been testimony here 
that Mr. Grunewald took a very active interest in the Klein case and 
made efforts to have the jeopardy assessment removed in that case. 
Do you wish to make any explanation or statement concerning your 
relationships with Mr. Grunewold at that time ¢ 

Mr. Bonicu. No: for the reasons that ] have previously stated. 

Mr. DeWrnp. Mr. Chairman, I have no further questions. 

Chairman King. Are there any questions ¢ 

Mr. Byrnes. No. 

Mr. Kean. No. 

Chairman Kine. You may be excused, Mr. Bolich. 

Mr. Bouicu. Thank you, Mr. Chairman. 

Chairman Kine. Mr. I emay and Mr. Rutledge, ] did not want you 
to leave the stand until I had an opportunity to commend the work 
that both you and Mr. Rutledge performed. I think the conduct of 
your investigat on in this case has be en outstanding. We well realize 
the painstaking, industrious conduct necessary to enable you to come 
forward under the circumstances with the information you have. I 
know I am speaking the minds of the committee when I say that it has 
been a job well done, and you are ¢ ertainly entitled to the best we can 
sav about you. 

Mr. Lemay. Thank you, Mr. Congressman. 

Mr. Rurieper. ‘Thank you, sir. 

Chairman Kine. The committee will adjourn until the hour of 
10:30 a. m. tomorrow morning. 

(At 3:35 p. m., a recess was taken until 10:30 a. m., Friday, April 
4, 1952.) 
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FRIDAY, APRIL 4, 1952 


Hovse or RepreseNTATIVES, SUBCOMMITTEE ON 
ADMINISTRATION OF THE INTERNAL Revenve Laws 
OF THE COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

‘The subcommittee met at 11:20 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present: Representatives King, Kean, Curtis, and Byrnes. 

Also present: Adrian W. DeWind. chief counsel: Donald Schapiro, 
assistant counsel; Charles S. Lyon, assistant counsel: John E. Tobin, 
assistant counsel: William A. Silk: and James Q. Riordan. 

Chairman Krxc. Mr. Quinn, will you come forward, please. 

Will you be sworn? Do you solemnly swear that the testimony 
you will give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Quinn. I do. 

Chairman Kinc. Be seated. 


TESTIMONY OF T. VINCENT QUINN, JACKSON HEIGHTS, N. Y., 
DISTRICT ATTORNEY, QUEENS COUNTY, LONG ISLAND CITY, 
N. Y. 


Mr. DeWinv. Mr. Quinn, for the record will you please state your 
full name? 

Mr. Quinn. T. Vincent Quinn. 

Mr. DeEWinv. What is your address, Mr. Quinn? 

Mr. Quinn. 8412 Thirty-fifth Avenue, Jackson Heights, N. Y. 

Mr. DeWtnpb. That is your home address ? 

Mr. Quinn. That is right. 

Mr. DeWrnp. What is your office address ? 

Mr. Quinn. District attorney's office, Long Island City, N. Y. 

Mr. DeWinp. At the present time you are district attorney for 
(ueens County, N. Y.? , 

Mr. Quinn. That is right. 

Mr. DeWinp. Prior to becoming district attorney you were a Mem- 
ber of Congress ¢ re 

Mr. Quinn. I was. 

Mr. DeWinp. For what years were you a Member ? 

Mr. Quinn. January 1, 1949, to December 31, 1951. 

Mr. DeWtnp. Prior to that what position did you hold ? 





3484 INTERNAL REVENUE INVESTIGATION 


Mr. Quinn. Until—well, from June 10, 1947, to August of 1948 I 
was Assistant Attorney General of the United States in charge of the 
Criminal Division. Prior to that I was assistant United States 
attorney for the eastern district of New York. That service started 
in August of 1934 and continued until I was nominated and confirmed 
as Assistant Attorney General of the United States. 

Mr. DeWrnp. Mr. Quinn, during the period that you were a Mem- 
ber of the Congress were you also engaged in the practice of law ¢ 

Mr. Quinn. I was. 

Mr. DeWinv. Were you a member of a law firm? 

Mr. Quinn. I was. 

Mr. DeWrnp. Will you please state the name of the firm? 

Mr. Quinn. The name of the firm was Schwaeber, Quinn & Saver. 

Mr. DeWrnp. During what period were you a member of that firm, 
Mr. Quinn? 

Mr. Quinn. From the end of August 1948 until a date in January 
of—I believe it was January 1950, and then the firm continued under 
the name of Quinn & Saver by reason of the fact that Mr. Schwaeber 
had become a justice of the municipal court of the city of New York. 

Mr. DeWinp. Is the firm still in existence under the name of Quinn 
& Saver? 

Mr. Quinn. The firm is no longer in existence under that name. I 
severed all connections with the firm on December 31, 1951—no, be- 
fore that, December 1, 1951. 

Mr. DeWrnp. Was that in connection with your duties as district 
attorney ? 

Mr. Quinn. That is right. 

Mr. DeWinp. Mr. Quinn, it has been testified here that you ap- 
peared with Mr. Saver in a conference with Daniel Bolich concerning 
the Pattullo Modes case. The precise date of that conference has 
now been established. Can you state when that occurred ? 

Mr. Qutnn. No, I can’t establish it other than to say it was toward 
the latter part of 1948. 

Mr. DeWunp. Mr. Saver identified the time of the meeting as some 
time between the end of November and the end of December, if I 
recall his testimony correctly. Would that be your recollection? 

Mr. Quinn. That isn’t my recollection, but I would have no quarrel 
with that statement. 

Mr. DeWinp. You say you have no independent recollection / 

Mr. Quinn. That is right. 

Mr. DeWinp. Did you maintain a diary at that time—— 

Mr. Qutnn. No, I didn’t. 

Mr. DeWinp. Of your special activities? 

Mr. Quinn. No, I did not. 

Mr. DeWrnp. So you have no record which would establish defi- 
nitely the time which that conference took place ¢ 

Mr. Quinn. None whatsoever. 

Mr. DeWinp. There is a record in the diary of Mr. Baradel, the 
special agent in charge in New York, that Mr. Bolich called him con- 
cerning that conference on January 5, 1949, and reported to him that 
he had had the conference, and the results of it. Could it be that the 
conference occurred on or about January 5, 19494 

Mr. Quinn. I would say “No,” although I have nothing with which 
to refresh my recollection on it. 








INTERNAL REVENUE INVESTIGATION 3485 


Mr. DeWinp. For what reason do you say no? 

Mr. Quinn. Because of the fact that at that time I had just assumed 
my duties in Congress here. I was a new Congressman, and I would 
be quite busy at that particular time, and I have no recollection of 
Mr. Saver being down in Washington at or about that time. 

Mr. DeWinp. Your law firm was representing Pattullo Modes 
Co. and its officers and stockholders at that time, was it not / 

Mr. Quinn. No, it was not. 

Mr. DeWinp. Who was representing Pattulo Modes ¢ 

Mr. Quinn. Schwaeber and Saver were retained in May of 1948. 

Mr. DeWinv. That is before the firm was— 

Mr. Quinn. Before I became a member of the firm. 

Mr. DeWinp. After you became a member of the firm was the 
representation transferred to the new firm or did it remain in the old 
one? 

Mr. Quinn. It remained with the old firm. 

Mr. DeWrnp. You, however, attended this conference that took 
place toward the end of 1948? 

Mr. Quinn. I did. 

Mr. DeWrnp. Will you please tell the committee your recollection 
of what took place at that conference / 

Mr. Quiyn. I have no definite recollection. The gist of it was 
that Mr. Saver was urging upon Commissioner Bolich that this was 
in effect a voluntary disclosure and therefore should be relegated 
to civil settlement and should not be treated as a criminal case, 

Mr. DeWinp. What did Mr. Bolich say in connection with that 
contention ? 

Mr. Quinn. I don’t know when it was said. I believe there were 
two conferences. Whether it was said at the first conference or at 
the second conference, Mr. Bolich stated that, although this was not 
truly a voluntary disclosure, that because of the cooperation by the 
taxpayers in assuming that they had made a voluntary disclosure, 
he was going to treat it or at least recommend that it be treated as a 
voluntary disclosure. 

Mr. DeWinp. Was that all that took place at that conference / 

Mr. Quinn. That is all. 

Mr. DeWinp. How long did it last, do you remember ? 

Mr. Quinn. I have no recollection as to that. I don’t recall 
whether that was a conference in his office or whether we had lunch 
together or dinner together. I have no recollection as to that. 

Mr. DeWrnp. You think this may have occurred at a luncheon 
or dinner meeting ¢ 

Mr. Qurnn. I say I have no recollection as to whether it occurred 
in his office or whether it was at luncheon or at a dinner meeting. 

Mr. DeWinp. The testimony has been that Mr. Saver went to 
his office. It was Mr. Saver’s testimony that you and he went to Mr. 
Bolich’s office, and his recollection was that you had seen Mr. Bolich 
the day before at some dinner meeting or luncheon meeting. 

Mr. Quinn. That very well may have been. 

Mr. DeWinp. How did you come to attend that conference ? 

Mr. Quinn. I was down in Washington and I was here on other 
matters, and I went along with Mr. Saver. 
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Mr. DeWrnp. Did you appear at the meeting as counsel for 
Pattullo Modes? 

Mr. Quinn. No. 

Mr. DeW inp. Subsequently on January 10, 1949, in a brief filed 
which set forth the position arrived at at that conference your name 
appears as one of the counsel. 

Mr. Qutnn. I saw a copy of that, and I think the name is James D. 
Saver. 

Mr. Kean. May I ask a question at this point, Mr. Chairman ? 

Chairman Kine. Mr. Kean. 

Mr. Kean. Do you feel that Mr. Bolich’s decision as to the disposi- 
tion of this case was made as a result of the arguments of Messrs. 
Saver & Quinn or that he had already made up his mind and that 
your trip was merely window dressing ¢ 

Mr. Quryy. I can’t honestly reply to that, Mr. Kean. All I know 
is what Mr. Bolich said. He didn’t give any reasons for his decision. 

Mr. Kean. His decision was not in accord with the arguments 
that you and Mr. Saver were making; was it ? 

Mr. Quinn. The arguments were made by Mr. Saver, who knew the 
details of the case. IT only knew them incidentally. 

Mr. Kean. His decision was not in accord with the arguments that 
you were making—not you, but Mr. Saver was making? 

Mr. Quinn. I think it was. 

Mr. Kean. I thought the arguments that Mr. Saver was making 
were with reference to whether it was voluntary disclosure. 

Mr. Quinn. That is right, and 

Mr. Kean. And the decision made by Mr. Bolich was not on the 
question of voluntary disclosure but was on the question of cooperation. 

Mr. Qutyn. Mr. Bolich said, “This is not truly a case of voluntary 
disclosure because of some rule of the Bureau of Internal Revenue. 
But,” he said, “the taxpayers feel that they have made a voluntary 
disclosure. There seems to be a difference of opinion on the matter. 
The taxpayers cooperated, thinking that they had made or believing 
that they had made a voluntary disclosure, so I am going to treat it 
as if it were a voluntary disclosure case.” He didn’t give any reason 
for it other than that. 

Mr. Kean. Your firm, it has been testified, vot a fee of $3,500. 

Mr. Quinn. That is the firm of Schwaeber & Saver. 

Mr. Kean. Schwaeber & Saver. It has been testified that the Davis 
firm received fees of over $100,000. It also has been testified that 
Mr. Halperin about that period was paid approximately $7,000 
accordance with his connection with this case. If Mr. Bolich’s deci 
sion, all-important decision, was made as a result of this visit of Mr 
Saver and yourself, it seems most peculiar that you got such a small 
part of the fee. 

Mr. Quinn. As I say, I didn’t know what fee we had gotten until 
Isaw it inthe paper. When I say “we,” I didn’t mean “we.” I meant 
the firm of Schwaeber & Saver. 

Mr. Curris. Was the Pattullo Modes matter then pending before 
Mr. Bolich when you had this interview ? 

Mr. Quinn. I would assume that it was. 

Mr. Currts. As a matter of fact, it had not reached the Commis- 
sioner’s office, of which Mr. Bolich was part, through channels at that 
time, had it? 
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Mr. Quinn. [think not. I think you aren’t right on that, Mr. Cur- 
tis. I think it had not reached his office. In other words—— 

Mr. Curtis. ‘Then Mr. Bolich did not hear an argument and dispose 
of the matter before him, but he heard the argument and told the 
proper parties in the New York office what to do about it, did he not? 

Mr. Qutnn. I assume that is what he did, Mr. Curtis. 

Mr. Curtis. Why, then, did you appear before Mr. Bolich if he 
did not have the case before him ¢ 

Mr. (JUINN. Mr. Saver was the one who appeared before Mr. Bolich. 
I was with Mr. Saver. 

Mr. Curtis. Indeed you were. 

Mr. (JUINN. At that time he was my partner, but not on that case. 

Mr. Curtis. Why was this appearance before Mr. Bolich rather 
than before the official who had the case ¢ 

Mr. Quinn. I can’t answer that question. 

Mr. Curtis. You never heard anyone comment why that would be ? 

Mr. Quinn. No, I did not. 

Mr. Curtis. Do you know at whose request or suggestion it was 
that vou had an appearance before Mr. Bolich ¢ 

Mr. (1 INN. No, | do not. 

Mr. Kean. Who asked you to attend ? 

Mr. Qu INN. I clon't think anybody asked me to attend, Mr. Kean. 
I was Washi eto) nd I vust atten ded. | had known Mr. Bolich 
for quite a number of vears. 

Mr. Kean. Somebody must have asked vou. Mr. Saver—— 

Mr. Quinn. Mr. Saver probably said, “I am going to see Dan 
Bolich,” as he called him, and I went with him. 

Mr. Curris. What were you in Washington for? 

Mr. Quinn. I don’t know what I was here specifically for. I would 
say it was for business. 

Mr. Curtis. Do you remember what business it was? 

Mr. Quinn. No, I don’t. I have no independent recollection of it 

Mr. Curtis. Can you ascertain from your files and proceedings i 
other cases, and so on, what you were here in Washington for, in order 
that we might establish the time / 

Mr. Qurxn. I don’t know of anything in my files that would give 
that date, that would establish that date. 

Mr. Curtis. Do you know anything in your files which would estab 
lish what business you were down here on ? 

Mr. Quinn. No. It may have been—again I am speculating—it 
may have been in connection with setting up my offices as congressman. 

Mr. Kean. Nobody asked you to attend the meeting except Mr. 
Saver casually ? 

Mr. Quinn. That is right. That is my recollection, Mr. Kean. 
Nobody insisted that I attend or asked me as a favor would I attend. 
I think it was just a casual thing that I attended. Mr. Saver said he 
was going over to see Mr. Bolich on a matter and I went along with 
him. 

Mr. Curris. Did you remain here overnight ? 

Mr. Quinn. If the statement of Mr. Saver is accurate, we had a 
dinner meeting with Mr. Bolich that night and then must have re- 
mained over the next day for the purpose of going to the office. 

Mr. CURTIS. Where would you have stayed ? 

Mr. Quinn. At the Mayflower. 
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Mr. Curtis. It is your recollection it was sometime in December of 
1948? 

Mr. Quinn. It would be November or December. I have no clear 
recollection of that. 

Mr. Kean. How well did you know Mr. Bolich ? 

Mr. Quinn. I first met Mr. Bolich in 1934 when I was an assistant 
United States attorney in Brooklyn. Mr. Bolich was then I think 
they called it internal revenue agent in charge of the Brooklyn 
office, and his office was in the same building as my office, and an ac- 
quaintance through meeting him on the elevator and then later on 
friendship. 

Mr. Kean. Did you get to know him closely ? 

Mr. Quinn. I got to know him very weil. 

Mr. Kean. The families became friends ¢ 

Mr. QuInN. No. 

Mr. Kean. Just ina business way / 

Mr. Quinn. Not even in a business Way, in a social way, but not to 
the extent that we would visit. We would have lunch together, we 
might have dinner together, we might attend a certain function to- 
gether, but that was the extent of it. We would meet on the street and 
have a conversation. 

Mr. Kean. This was all while he was at Brooklyn, before he went to 
Washington ¢ 

Mr. Quinn. That is right, and then of course that continued. From 
Brooklyn he got some other job, I think in New York. I think he 
became internal revenue agent in charge of the upper New York 
district, and then he became in charge of the Intelligence Unit in New 
York, and after that he came to Washington, and I was in Washington 
at the time he came here. 

Mr. DeWinp. After you got through your meeting with Mr. Bolich 
wend discussed the case with Mr. Saver, the results of the meeting, 
what did Mr. Saver say to you about it? 

Mr. Quinn. I have no clear recollection as to what he said. He 
undoubtedly said, “Well, that was a nice result.” 

Mr. DeWinp. Did he express complete surprise at the outcome, that 
he had been turned down on the claim of voluntary disclosure but 
nevertheless the case was not going to be prosecuted / 

Mr. (JUINN. No. 

Mr. DeWinp. Didn’t Mr. Saver at that time say it had been his 
opinion that nothing could be done by this conference ? 

Mr. Quinn. If he did, he hadn’t expressed it to me. 

Mr. DeWunp. So in conferring with you after the conference there 
was no expression of surprise on Mr. Saver’s part at the decision not 
to prosecute ¢ 

Mr. Quinn. No, I think he was pleased, as attorney for a client. 
at the outcome. 

Mr. DeWinpv. On January 10, 1949, the brief I referred to, Mr. 
Quinn, says In part: 

Thereafter, T. Vincent Quinn and James D. Saver, counsel for the taxpayers 
conferred with Assistant Commissioner of Internal Revenue Daniel A. Bolic! 
at which time they advised Mr. Bolich of the aforementioned conference, and 
further stated that in their opinion, there was an honest attempt by the tax 
payers to make a voluntary disclosure. 
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That statement is in the brief filed by Mr. Saver. Is that an in- 
accurate statement / 

Mr. Quinn. That is an inaccurate statement, yes, because at the 
very end, I think, if you will read the conclusion, it says “James D. 
saver, counsel for taxpayer.” 

Mr. DeWrnp. The brief is signed by James Saver as attorney for 
the taxpayers, but in the body of the brief he refers to you as one of 
the counsel. 

Mr. Quinn. I was present. 

Mr. DeWinp. Did you at any time have any further discussion 
about the Pattullo Modes case with Mr. Saver? 

Mr. Quinn. No. 

Mr. DeWinp. Or with Mr. Schwaeber? 

Mr. Quinn. No. 

Mr. DeWinp. Did you ever take up the case again with any official 
of the Government, Mr. Bolich or anybody else ? 

Mr. Quinn. No. 

Mr. DeWtinp. That was your only contact with the case, that one 
meeting ¢ 

Mr. Quinn. That is all. I think two meetings. I think you men- 
tioned a dinner meeting and then an office meeting. 

Mr. DeWinv. I see. You think that you attended a meeting the 
day before when 

Mr. Quinn. Tf Mr. Saver was down here and had dinner with Mr. 
Lolich and [ was here, | would say I was at that dinner meeting, too. 

Mr. DeWinp. If you had been in town you certainly would have 
been there / 

Mr. Quinn. I know I was in town. 

Mr. DeWinp. Don’t you have any independent recollection ? 

Mr. Quinn. No, 1 was in town because I know I was present at the 
conference. 

Mr. DeWinp. The next day ? 

Mr. Qcrixyn. I know that the conference was down here, but I have 
1.0 recollection as to the date. 

Mr. DeWinp. I understood you to say that if you were in town, 
then you attended that dinner. 

Mr. Quinn. That is right. I didn’t mean it that way. 

Mr. DeWinp. Do you have any recollection whatsoever of whether 
or not you conferred with Bolich and Saver at dinner ¢ 

Mr. Quinn. I do not. I don’t have any recollection as to whether 
the matter was even mentioned at dinner. 

Mr. DeWinv. Would it be possible that at that dinner or luncheon 
meeting it was Mr. Bolich who suggested you should come in and see 


/ 


him about the case / 

Mr. Quinn. Well, if you say “Would it be possible,” I have to say 
“Ves.” 

Mr. DeWrxn. You have no recollection one way or the other what 

the case / 

Mr. Quinn. I have no recollection. 

Mr. Dt WIND. Any idea that Mr. Bolich ia \ have suggested this 
conference with him the next day is an idea that had never entered 


Vol inind b fore sO far as Vou rec all 4 
Mr. Quine. It has not 
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Mr. DeWinv. Did you and Mr. Saver discuss the case before you 
attended the conference / 

Mr. Quinn. We may have. I have no recollection as to that. We 
may have discussed it in a general sort of way in that he said, “IT am 
going to discuss this case with Dan Bolich,” and told me something 
what the case was about. 

Mr. DeWrxv. When you went in to see Mr. Bolich did you know 
what the case was about? 

Mr. Quinn. Possibly in a general sort of way, or I picked it up as 
I heard Mr. Saver and he talking about it. 

Mr. DeWinp. lam trying to find which it was. Were you ignorant 
when vou went in? 

Mr. Quinn. I have no recollection of that, no recollection of it. 

Mr. DeWinp. Mr. Quinn, you appeared in this matter, at this con- 
ference with Mr. Bolich, after the time vou had been elected to the 
Congress, but, according to your best recollection, before you had been 
qualified ¢ 

Mr. Qutnn. That is right. 

Mr. DeWrnv. But you did not share or participate in any fees in 
the matter in any way? 

Mr. Qutrnn. That is right. 

Mr. DeWtnp. Did you after your election to Congress act as coun- 
sel to the taxpayers in any matter before the Bureau of Internal 
Revenue / 

Mr. (JI INN. I shart din the proceeds of the Cuses, Acting before 
the Bureau of Internal Revenue I didn’t—in what capacity would you 
Sav. acting ? 

Mr. DeWrnxv. Did you appear as counsel for taxpayers in cases 
before the Bureau of Internal Revenue / 

Mr. Quinn. I conferred with officials of the Internal Revenue. 

Mr. DeWinb. Concerning tax cases? 

Mr. Quinn. That is right. 

Mr. DeWinp. Cases in which you had been retained or other mem 
bers of your firm had been retained ? 

Mr. Quinn. That is right, the firm had been retained. 

Mr. DeWinpv. And in which fees were paid and in which vou shared ? 

Mr. Quinn. That is right. 

Mr. DeWinpv. In what type of cases did you appear, Mr. Quinn? 

Mr. Quinn. Criminal tax cases. When you say “appear.” I mean I 
would call up and make an inquiry or I might go to see Mr. Bolich 
about a case and ask for the status. 

Mr. Byrnes. In your appearances, Mr. Quinn, before the Bureau, 
in these cases that your firm was handling, did you have knowledge 
at that time that you would participate in the fees? 

Mr. Quinn. Yes. Those were criminal cases, criminal tax cases. 

Mr. Curtis. Was your appearance before officials of the Bureau 
of Internal Revenue? 

Mr. Quinn. Yes. 

Mr. Curtis. Did you appear in court? 

Mr. Quinn. No. 

Mr. Curtis. These appearances were before or after the matters 
+7 


had gone to com 
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Mr. Quinn. Both. 1 would say mostly before. I can’t conceive 
of any reason wh I would go to see them after they had been in court. 
It would be before. 

Mr. Curtis. They had not vet reached the stage where they had 
rone to court. The cases had not vet reached the stage where they 
would be before a court. 

Mr. Quinn. That is right. 

Mr. DeWunp. Mr. (Juin, I have here a list of, I believe, 28 cases 
in which powers of attorney were filed, including your name as attor 
ney before thie Bureau of Internal Revenue. covering the period 
from— the earliest powel of attorney ] dated November 15, 1948, 


and the latest seems to be January 20, 1950. If I show you this list, 
cab you ide tity W het he l all of these cases were tax fraud cases 4 

oe oeery 

Nir. (J I \ t < : if i : 
that this morning, Mr. DeWind. 

Mr. DeWinp. Mr. Quinn, let me ask you this: What was your 


finan al arrangemelil ts a member ot thriat firm ¢ What share clid 


' 


=<aw that list downstairs. You showed me 


vou vet in the net proiits of the firm / 


et 
Mr. Quinn. The arrangement in which Schwaever, Quinn & Saver 


that 50 percent of the net fee would go to the partner who brought 
in the case and the balance of the fee would be split three Ways. 

Mr. DeWinp. || Lint percent of the OTOss fee / 

Mr. () INN. Of the net fee, because there would be expenses. 

Mr. DeWinp. After expenses, that is direct expenses of the case, 
not general overhead You didn’t assign general overhead ¢ 

Mr. Quinn. No. 

Mr. DeWinp. In a matter that you brought in, vou would receive 
30 percent of the net fee, plus 50 percent - 

Mr. Quinn. One-third. 

Mr. DeWinp. Plus one-third of the general profits of the firm. 

Mr. Quinn. That is right. 

Mr. By WuUNb. Were here any cases that the firm handled in which 
you did not participate in the fee ‘ 

Mr. (JI INN, | +) natal TiLilik ves. 

Mr. DeWinxp. What cases would those be ¢ 

Mr. Quinn. I don’t know what they would be, but if there were 
an Federal ‘ivil cases. thet | would not participate in the fee. 

Mr. DeWinp. Mr. Quinn. the books of the firm do not reveal in 
any instance any exclusion was made with respect to you. 

Mir. (JUINN. You mentioned that earliel this morning. What 
would happen, the cases for the most part were Federal criminal cases. 
If they were civil they were handled by Martin Schwaeber and Com 
pany. Which was an accounting firm. 

Mr. DeWinpv. I don't quite understand. You say you think there 
were matters in which you were not sharing in the firm of Schwaeber, 
Quinn & Saver? 

Mr. Quinn. If there were such cases, Federal civil cases. 

Mr. DeEWinp. What was the distinction between Federal civil cases 
and Federal criminal cases / 

Mr. (JUINN. I felt that Federal civil cases were prohibited by title 
18 U.S. Code, section 281. 

Mr. DeWinp. Was it part of the firm agreement that no civil tax 
cases would be handled by the firm ¢ 
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Mr. Quinn. There was no written agreement, but it was understood 
that none would be handled by the firm. 

Mr. DeWixp. How was that understanding expressed? Were the 
bookkeepers of the firm instructed ¢ 

Mr. Quinn. The three partners talked about it. I might tell you 
something about the set-up of the office. The office was originally 
Martin Schwaeber, attorney. It was Martin Schwaeber & Co., ac 
counting firm. Then Mr. Saver went with him, and then later I went 
with him. So I went into an office that had already been set up as 
far as bookkeeping and such things were concerned. 

There were many conversations regarding the fact that I could 
not engage in any Federal civil cases, and T turned down many Fed 
eral civil cases because of the fact that I was a member of Congress. 

As a matter of fact, I might say that the longer I continued in 
Congress, the less busy I got or the firm got as a result of me. 

Mr. DeWinv. How much time did you devote to your law practice ‘ 

Mr. Quinn. I would say on an average of 4 or five hours a week 
at the most. ‘That is an average. 

Mr. DeWrnp. In exchange for that contribution you got one-third 
of the firm profits plus 30 percent of the net fee of any matter that 
you brought in ¢ 

Mr. Quinn. Let’s put it this way: If I brought a case in, I got 350 
percent, but most of the cases were not brought in by me. Most of 
the cases were brought in by Mr. Schwaeber. As a matter of fact, 
I brought very few cases into the office. 

Mr. DeWinv. You remember of course the United Liquor case ¢ 

Mr. Quinn. I remember it very well. Mr. Schapiro asked me about 
it in New York last week, and asked me about it this morning before 
we came here. 

Mr. DeWinp. That was an application, as I recall, for a liquor 
— that had been revoked, an application for reissuance of a 
iquor permit to United Liquor? 

Mr. Quinn. That is right. 

Mr. DeWinv. That was « matter that vou brought into the firm / 

Mr. Quinn. That is right. 

Mr. DeWinp. If I recall, the total fee in that matter was 35,000. 

Mr. Quinn. That is right. 

Mr. DeWinp. Of which you received 50 percent of $5,000, less any 
expenses there may have been ? 

Mr. Qutnn. That is right. 

Mr. DeWinpv. Then the balance went into the general firm profits 
in which you shared one-third. That was not a criminal matter / 

Mr. Quinn. It was not. 

Mr. DeWrnp. I think you said your recollection was you were re 
tained in that matter in October of 1948. 

Mr. Quinn. That is right, after I had left the Department of Jus 
tice. 

Mr. DeWinp. And the fee arrangement was S100 retainer and a 
contingent fee of $4,900? 

Mr. Quinn. If you want me to go into some of the details of it. 
I will be glad todo it. [can answer your question * Yes,” if you would 
rather have it 

Mr. DeWixp. Whichever way you want to answer. 
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Mr. Quinn. I might say that Mr. James Harrington, an attorney 
of Los Angeles, Calif., communicated with me, and he came to New 
York and told me that he had a chent whose liquor license was re voked, 
and he asked me if I would be interested in being retained. I said, 
yes, | was. We discussed the fee. The fee we discussed was 35.000. 
Then the question came up as to time of payment of the fee. He 
said that his client would be willing to pay 85,000, provided they 
got thei liquor license restored. I said, “Well, it will be necessary 
for me to go to Washington, and I will have some incidental expenses, 
and | would ask that you give me a check for 5100 to cover my ex 
penses for a trip to Washington to look into the matter and see whethe1 
or not there is any possibility of having the license restored.” 

I came to Washington, and this may have been one of the occasions 
on which Pattullo Mode: miatter Was discussed. I discussed the 
matter with Mr. Carroll Mealey, who was then Deputy Commissionet 
of Internal Revenue, ana after my conference with Mr. Mealey | 
had a further conference with Mr. Harrington, and I told him that 
I would be glad to consider the case and proceed. 

Mr. DeWunp. You agreed to take the case by what date’ When 
did you finally agree to take the case / 

Mr. Quinn. Oh, I would say some time in October or November. 

Mr. DeWinv. Was it before or after your election to Congress? 

Mr. Quinn. I would say it was before. 

Mr. DeWinpv. If it was in November, or any extent into November, 
you would already have been elected / 

Mr. Quinn. Yes. I believe that election was some time in the 
first week in November, | presume. 

Chairman King. The committee will recess for 5 minutes. 

( Brief recess. ) 

Chairman Kine. The hearing will be resumed. 

Mr. DeWinp. L conclude trom what you say, Mr. Quinn, that 
you had a contingent-fee arrangement with United Liquor, with 
James Harrington, and if you were able to get the lquor permit 
reissued you would receive an additional fee of $4,900. 

Mr. QuinN. Yes. 

Mr. DeWinp. Did you succeed in getting the liquor permit reissued / 

Mr. Quinn. Yes. 

Mr. DeWunpb. I think that was in March of 19497 

Mr. Quinn. It was tinally issued in March of 1949. 

Mr. DeWinpb. That is when the fee of 34.900 was paid ¢ 

Mr. Quixyn. That is right. 

Mr. DeWinp. Mr. Quinn, I don’t want to get into opinions of law, 
but it does seem to me that if you wish you should be entitled to 
make any statement concerning the question of whether or not that 
representation violated section 281 of title 1s. 

Mr. Quinn. In my opinion it did not violate it, for this reason: 
I was retained before | was a Member of Congress, and | performed 
services, and the mere fact that the license was not issued until 
March of 1949 does not violate the law in my opinion. 

Mr. Curris. Is it a general rule of law that if a person is retained 
in a matter and subsequently becomes disqualified he can continue 
on merely because his retainer was prior thereto / 

Mr. Quinn. No, 1 wouldn't say that. 








3494 INTERNAL REVENUE INVESTIGATION 


Mr. DeWrnp. All the work in this matter or nearly all the work 
was done after you were elected. 

Mr. Quinn. No, I don’t think that is so, either. 

Mr. DeWrnp. It may be you have not definitely established the 
date when you were retained. You said October or November. 

Mr. Quinn. Either October or November, and it may be that some 
of the work was done after I was elected. 

Mr. DeWinp. It may be that all of it was done, but in fact vou were 
retained after you were elected. 

Mr. Quinn. It mav be what? 

Mr. DeWinp. It may be that vou were retained in the matter after 
you were elected. 

Mr. (Jt InN. No, I was not. I was retained before I was elected. 

Mr. DeWinv. If you were retained in November 

Mr. Quinn. It was October. 

Mr. DeWinp. It was not November! It was definitely October ¢ 

Mr. Quinn. [ would say it was definitely October, because it was 
shortly after I left the Department of Justice. 

Mr. DeWinp. Your prior statement was either October or Novem- 
ber, which it seemed to me might throw it after vour election. How do 
you establish the October date / 

Mr. (QUINN. I can’t establish the October date now. As I said to 
vou downstairs this morning, the first refreshment of my recollection 
on this was about a week ago when Mr. Schapiro called me and asked 
me if | would come to his office in New York. At that time he men- 
tioned the matter, and IT didn’t have any clear recollection of it. He 
said that I had received a fee in March of 1949 in the sum of $4,900. 
Last night coming down on the plane I got to thinking about the thing, 
and at that time I recall that I had been retained shortly after I 
came out of the Dep utment of Justice, and I fixed the month as being 
in the month of October. 

Mr. DeWinp. That is just through your present recollection ¢ 

Mr. Quinn. That is right. 

Mr. DeWinpv. Before you were retained you said you had a con- 
ference with Mealey. 

Mr. Quryn. That is right. 

Mr. DeWtnp. It is conceivable that Mr. Mealey ‘s official records 
might establish that date. 

Mr. QurNN. It is possible. 

Mr. DeWunp. Then, as I see it, from October of 1948 until March 
of 1949 this case was pending before the Alcohol Tax Unit, and the 
decision was reached in March. 

Mr. Quinn. At least—when you say the decision was reached in 
March, I would assume that is true because the fee was paid at that 
time. It mav have been in February. 

Mr. DeWinpv. Didn't vou confer with Mealey during the period after 
vou were elected, between the date of election and the date when the 
license was issued / 

Mr. Quinn. Yes. 

Mr. DeWrnp. I want to get your position. Suppose that represen 
tation had continued throughout the entire period of your iIncumbency 
as a Member of Congress, would it still be a matter which vou feel 
vou could have handled ? 
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Mr. Quinn. Lean’t answer that “yes” or “no,” but I can say that the 
conference, as it has been termed, with Mr. Mealey, would be merely 
“When is that license going to be issued 4” or something to that effect. 
or “What is holding the thing up!” That would be the extent of it. 
It was not a matter of submitting briefs or anything like that. 

Mr. DeWinp. The license had been revoked, is that right / 

Mr. Quinn. That is right. 

Mr. DeWIN»D. And there was therefore sole quest ion about whethe: 
it should or should not be reissued. 

Mr. Quinn. That is right. 

Mr. DeWinpv. I assume that those questions had to be discussed 
with Mr. Mealey and facts stated to him and representations made 
concerning the propriety of the reissuance / 

Mr. Quinn. That is right. 

Mr. DeWrxp. All of that was done during that period; was it not / 

Mr. Quinn. It was done in the period between October and March : 
that is right. 

Mr. DeWixp. That was done by you personally ¢ 

Mr. Quinn. That is right. 

Mr. DeWinp. I don’t want to push you to any further conclusion. 
I must say that I am at a loss to see how that administrative matter 
which is not involved in any court proceeding is anything but squarely 
covered by the statute, but my view on it is not important. 

Mr. Quinn, at this time you were not admitted to practice before 
the United States Treasury Department, were vou? 

Mr. Quinn. No. 

Mr. DeWinp. In fact, you did file an application, the records show, 
dated September 15, 1948, for admission to practice before the 
Department. 

Mr. Quinn. That is right. 

Mr. DeWinb. Then on May Io, L449, you addressed a letter to Mr. 
Edward V. Sherry of the Intelligence Unit, 253 Broadway, New York, 
N. Y.. in which you say 

Dear Mr. Suerry: Sometime ago I applied for permission to practice as an at 
torney before the Treasury Department. 

Since making my application, I have been elected to Congress, and I would 
therefore request that you cancel my application 

Sincerely yours 
T. Vincent Quinn, M.C 

Why did vou withdraw your application for the right to practice 
before the Department 4 

Mr. Quinn. Because I felt that as a Member of Congress I wasn't 
entitled to practice before the Treasury Department. 

Mr. DeWtnp. In the United Liquor case you were practicing before 
the Treasury Department. 

Mr. Quinn. But I don't think that is the type of case that you need 
that so-called blue card for. That was for that blue ecard, whatever 
they callit. Iam not too familiar with it. 

Mr. DeWinp. Don’t vou need the card to practice before the Treas 
urvy Department in any case? 

Mr. Quinn. That I don’t know. I didn’t think so. I had thought 
it was only income tax cases. 

Mr. Byrnes. When you refer to blue card—— 

Mr. DeWinp. That is the Treasury practice card. 
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Mr. Byrnes. May I ask you this, Mr. Quinn. You made an ap- 
plication for a Treasury card ? 

Mr. Quinn. Yes. 

Mr. Byrnes. Did anybody in the Department advise you after you 
filed this application that you could properly represent people before 
the Treasury as long as you were a Member of Congress ‘ 

Mr. Quinn. I think that is so, Mr. Byrnes, yes. It wasn’t an inde- 
pendent act on my part. I think the suggestion came from somebody 
that “as a Member of Congress you can practice before the Treasury 
Department.” 

Mr. Byrnes. I am sorry I was absent during part of your testimony, 
and, if I cover a field here that has been covered, vou tell me, or I hope 
our counsel will tell me. 

You suggested, Mr. DeWind, that Mr. Quinn had filed a power of 
attorney in certain cases pending before the Internal Revenue Bureau ; 
is that correct ¢ 

Mr. DeWinxp. Mr. Byrnes, the situation is that the records of the 
Bureau show powers of attorney in some 28 cases in which the names 
Martin Schwaeber, James D. Saver, and T. Vincent Quinn are listed, 
that is, powers of attorney executed by the taxpayer authorizing these 
individuals to appear as members of the firm of Schwaeber, Quinn & 
Saver. 

Mr. Byrnes. At any time that you did appear in these cases where 
they had in the file a power of attorney of the taxpayer listing you 
as one of the attorneys or as a member of the firm 

Mr. Quinn. I might say, Mr. Byrnes, that at no time did I know 
my name was on any power of attorney. As a matter of fact, our 
distinct understanding was that my name would not appear. 

Mr. Byrnes. Isee. But did you make appearances in some of these 
cases ¢ 

Mr. Quinn. No, I didn't. 

Mr. Byrnes. Before the Treasury or the Bureau / 

Mr. Quinn. No. 

Mr. Byrnes. So your name appearing on these powers of attorney 
doesn’t necessarily mean that you personally acted before the Bureau? 

Mr. Quinn. That isright. I didn’t act in those. 

Mr. Byrnes. In those cases, though, did you share in the fees, that 

-, the one-third, at least, share of the partnership / 

Mr. Quinn. If they were Federal criminal cases; yes. 

Mr. Byrnes. What if they were just settled with civil liability, 
your firm also handled that kind of cases, did it not? Civil liability 
cases ¢ 

Mr. Quinn. If they had a criminal aspect, then it is my contention 
that I would be entitled to share. If they were purely civil, with no 
criminal aspect, then I was prohibited from sharing. 

Mr. Byrnes. By the terms of your partnership agreement? 

Mr. Quinn. No, by the statute. 

Mr. Byrnes. Did you in fact share in any of the fees where the 
cases were purely civil cases ? 

Mr. Quinn. No. 

Mr. Byrnes. You did not. 

In any kind of representations that you made before the Treasury 
or the Internal Revenue Bureau or the Alcohol Tax Unit of the Bu 
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reau, on any of those occasions were you ever advised by people in the 
Bureau that you were dealing with that they felt your action, if you 
persisted in representing the taxpayer or making representations to 
them, would be in violation of the law ¢ 

Mr. Quinn. Oh, no, at no time. 

Mr. Curtis. Was there a disclosure made to them that you were 
appearing for a fee! 

Mr. Quinn. They knew that they were cases being handled by my 
firm. 

Mr. Byrnes. They knew you were a Member of Congress ¢ 

Mr. Quinn. And they knew I was a Member of Congress. 

Mr. DeWixp. Mr. Quinn. I don’t quite understand the situation 
here. In fact, up to the present time have you been excluded from 
sharing in any fee that th it firm receives ¢ 

Mr. QutInN. Schwaeber. Quinn & Saver or Quinn & Saver ¢ 

Mr. DeWinp. Ye 

Mr. Quinn. That I don’t know. I don’t truthfully know. I 
haven't looked at the books of the firm. Asa matter of fact, we haven't 
come to a final accounting on Schwaeber & Saver, nor have we come 
toa final accounting on Quinn & Saver. 

Mr. DeWinp. You have received distributions from those firms and 
included them in your tax returns, have you not ¢ 
Mr. Quinny. I have put distributive shares in the income tax as 
riven to me by the accountant. I have had a drawing account. 

Mr. DeWinp. You have had a drawing account, you have received 
distribution, and you have reported all of those as taxable income / 

Mr. Quinn. That is right. 


_ 


£ 


Mr. DeWitnxp. The partnership agreement did not exclude you from 
any fees? 

Mr. Quinn. Yes. 

Mr. De Winn. speci ally does the partnership agreement exclude 
vou 


"Mr. Quinn. There was no agreement in writing, but is was under- 
stood th: t | would not take part in any Federal civil cases. 

Mr. Dt W IND. That was “n oral agreement ¢ 

Mr. Quinn. That is right. 

Mr. DeWinp. Mr. Schwaeber was asked these questions: 


Was there any partnership arrangement to exclude him 
that is, you 


from 2 share of fees, which would result from Government cases? 

Answer. To you mean an oral conversation? 

Question. Either oral or written. 

Answer. Well, he was going to draw so much a week, and he drew so much 
a week, and if he wanted at any time any extra money, he drew a check—I think 
the records of these gentlemen will indicate I was the only one that didn't 
draw weekly 

Question. Records of Mr. Mikolashek and Mr. Buratt indicate that Mr. Quinn 
was credited on the partnership books with his share of all the fees on all 
cases which the partnership handled. he also had a drawing account, against 
which he drew periodically ? 

Answer. Yes. 

Question. My question was, was that treatment on the books and that drawing 
in conformance with your understanding of the partnership agreement? 

Answer. Yes, that’s right 

Question. So, there was no side arrangement or oral or written modification. 

Answer. No 
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Question. Of the partnership agreement to provide that Mr. Quinn would not 
share in Government cases, and the records would indicate that that would not 
happen since he was in fact credited with the amounts on the books? 

Answer. Yes. 

So it was apparently Mr. Schwaeber’s view of the matter that there 
was no oral agreement for exclusion. 

Mr. Quinn. The talk was about Government cases. 

Mr. DeWrnp. Yes. 

Mr. Quinn. I am making a distinction between criminal cases and 
civil cases. None of these questions that I have heard there have 
anything to do with that distinction. 

Mr. Curtis. Why do you make the distinction between civil cases 
and criminal cases / 

Mr. Quinn. Because it is my understanding that a member of 
Congress is not prohibited from engaging in practice in a Federal 
criminal case or any case which has a criminal angle to it. The 
theory of that is that if I as a Member of Congress were to go into a 
Federal court, the court would assign me to an indigent defendant, 
and further reasoning would be that I could be retained, if I could 
be retained, that I could accept a fee. 

Mr. CURTIs. If you go into court, that is a public proceeding, 1s 
it not? 

Mr. Quinn. That is right. 

Mr. Curtis. And a Federal judge is appointed for life. 

Mr. Quinn. That is right. 

Mr. Curtis. As an attorney you are an oflicer of the court subject 
toany disciplinary action the court wishes to take, ts that right / 

Mr. Qutyn. That is right. 

Mr. Curtis. When you appear before a Government agency, that 
is not a public appearance, is it? 

Mr. Quinn. That is right. 

Mr. Curtts. It is usually not a proceeding of record. 

Mr. Quinn. That is right. 

Mr. Curris. Mr. Quinn, the person before whom vou are appearing 
is a political appointee, is he not ? 

Mr. Quinn. That is right. 

Mr. Curtis. Furthermore, is it not also true that in most of these 
cases Where there might be a criminal aspect, there is also a civil aspect 
involved that does affect the Treasury of the United States’ Is that 
not right ? 

Mr. Quinn. That is right. 

Mr. Curtis. Upon what in the statute do vou base your claim— 

Mr. Quinn. The fact that title 18 of the United States Code section 
281 is silent with regard to criminal. 

Mr. CURTIS. But these proceedings all had civil aspects, TOO, did they 
not ? 

Mr. Quinn. That is right, criminal and civil. 

Mr. Curtis. Isn’t section 281 silent as to the words “civil proceed 
ings’? 

Mr. Quinn. No, “civil” is in there. 

Mr. DeWinp. I can give Mr. Quinn a copy of the statute here and 
he can refer to it 

Mr. Quixw. It is my contention, Mr. Curtis, that T have a perfect 
right or had a perfect right as a Member of Congress to appear in a 
case which had a criminal aspect and to be compensated for that. 
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Mr. Curris. Will you point out in this section, which you have be- 
fore you, the language wpon which you base your opinion that there 
is a distinction between civil and criminal proceedings / 

Mr. Quinn. I think that a reading of this does not bring it out. 
It would be in the congressional hearings and it would be in memo 
randa of the Attorney General of the United States interpreting this 
section. 

Mr. Curtis. I find this language, “In relation to any proceeding—" 
“Any” is quite broad. 

Mr. Quinn. Apparently broad, yes. 

Mr. Curtis. “Contract, claim, controversy, charge, accusation.” 
Where in civil proceedings do they use the word “accusation” 

Mr. Quinn. It is followed by the word “arrest.” and you may be 
arrested in certain civil cases, and the accusation would be the com 
plaint. 

Mr. Curtis. Under Federal law, what are you arrested for in a civil 
case ¢ 

Mr. Quinn. There may be certain torts. I don’t know of any ofl 
hand. I haven’t gone into it to that extent. 

Mr. Curtis. Do you see any language in there which makes a dis 
tinction between a civil and a criminal proceeding 

Mr. Ct INN. The hearings of Congress and the opin ions of the 
Attorney General. The statute as written apparently prohibits, but 
in effect does not. That has been the situation, and I think that that 
has bee! hnaerstood Ly sole Mer ibe: of ( OnYgress, | wou ld not Say 
all Members of ( ‘ongress, 

Mr. Curtis. You refer to opinions of the Attorney General. Can 
you cite any ¢ 

Mr. Quinn. No. There isa memorandum in the Attorney General's 
office covering this particular point that you have in mind. 

Mr. Curtis. As a matter of fact, that distinction is not on the basis 
of whether the proceeding is criminal or civil, but is on the basis of 
whether or not it is a court proceeding as distinguished from a Gov- 
ernment department or agency. Isn’t that true? 

Mr. Quinn. It is quite some time since I looked at it, but then you 
go back and you must determine at what point should you come in 
and protect your client in a criminal proceeding, do you have to 
wait until he is indicted or can you represent him the minute he is 
accused, because he has certain rights at that particular time. 

Mr. Curtis. If it is a tax matter and there is a criminal aspect, if 
the criminal charge is sustained it would mean, I assume in every 
case, that more taxes and penalties would be due the Government of 
the United States, would it not ? 

Mr. Quinn. I don’t quite get your distinction, Mr. Curtis. If the 
criminal charge is sustained—— ° 

Mr. Curtis. Yes. 

Mr. Quinn. Then the next step would be indictment, you mean ? 

Mr. Curtis. No, no. If a criminal charge is sustained it means 
that the individual is liable for more taxes, is that not true? 

Mr. Quinn. Certainly, yes. At that point, as far as the civil settle 
ment is concerned, I don’t think that a Member of Congress has a 
right to represent the taxpayer on that. It is only in the criminal 
end of it that he has a right to represent him in that. The criminal 
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prosecution has been terminated either by a holding on the part of 
the Bureau of Internal Revenue that it is not criminal or a holding 
that it is and then having referred to the United States attorney 
and the United States attorney presenting it to a grand jury, indict- 
ments, and so forth and so on. Then I think the Member of Con 
gress has a right to continue. 

Mr. Byrnes. I call your attention to this language in that sec- 
tion, too: 

Or other matter in which the United States is a party or directly or indirectly 
interested. 

For the sake of argument, assuming that your distinction of activity 
in civil and criminal matters is correct, it would seem to me that the 
United States is very directly as well as indirectly interested in every 
phase arising out of a tax matter. 

Mr. Qurixn. I think your point is well taken, Mr. Curtis, but by 
interpretation they haven't held that way. 

Mr. Curtis. That is all, 

Mr. Byrnes. When you say “they,” whom do you mean? 

Mr. Quinn. I mean the Attorney General’s office. 

Mr. Curtis. Did anyone ever impart this information to you? 

Mr. Quinn. Yes. 

Mr. Curtis. Who did? 

Mr. Quryn. I talked with Mr. James MeInerney, who is presently 
the Assistant Attorney General in charge of the Criminal Division. 

Mr. Curtis. Will you tell us to the best of your recollection what he 
advised you ? 

Mr. Quinn. To the best of my recollection he advised me that a 
Member of Congress has a right to appear in a criminal case or any 
case Which had a criminal angle to it. 

Mr. Byrnes. Let me ask you this, Mr. Quinn. When does a claim 
of the Government against a taxpayer for a tax deficiency become « 
criminal case / 

Mr. Quinn. At the very moment that fraud is alleged I would say 
it becomes criminal. 

Mr. Byrnes. When somebody in the Bureau alleges fraud. 

Mr. Quinn. I am not too familiar with the workings of the Bureau, 
but I think the revenue agent comes in first, and then if he finds any 
thing which looks like fraud he calls in the Intelligence Unit, and at 
that particular point in my opinion the case presents a criminal aspect. 

Mr. Byrnes. In other words, when a special agent, as distinguished 
from a revenue agent, jackets the case 

Mr. Quinn. At that point in my opinion it has a criminal aspect 
and the taxpayer should be represented from a criminal standpoint. 

Mr. Byrnes. Even a case of that nature, though, there is a great 
possibility that as time goes on the fraud itself will not be developed, 
and for one reason or another the case will be dropped, and the case 
never will go to a grand jury and will never go to an indictment and 
will never get to a court, isn’t that correct ? 

Mr. Quinn. That is right. 

Mr. Byrnes. It is a long, tortuous process between that time and 
the time when it might possibly get into court, and by far the grea 
majority of the cases, as far as the information this committee ha 
obtained, fall for some reason or other before getting to indictment ¢ 


getting to court. 
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Mr. Quinn. That hasn't been our experience, I might say, in the 
firm. Most of our cases went to court, unfortunately. 

Mr. DeWrnp. Mr. Schwaeber testified here the other day that out 
of 100 or more cases very few had gone to court, and that the vast 
bulk of them had never even come to Washington. 

Mr. Qutxn. I don’t know what Mr. Schwaeber is talking about, but 
Lam talking about the Federal criminal cases. 

Mr. DeWrnp. He was talking about the tax-fraud cases. He said 
the bulk of the cases in your office resulted in the Intelligence Unit in 
New York or the regional counsel’s office in New York. 

Mr. Quinn. Well, 1 know we had a great many cases that went 
right into the courts. 

Mr. DeWixv. Did you handle those cases in court, Mr. Quinn. 

Mr. Quinn. No: I did not. 

Mr. DeWinp. You never handle a case in court ¢ 

Mr. Quinn. No; because my time in Congress would not permit it. 
I hope to hive the opportunity to do it at some time, but I just could 
not do it with Congress working the way they did. 

Mr. DeWinp. The only memorandum that I am familiar with at all 
in the Department of Justice concerning this statute, to my under 
standing, limited the right of a Congressman to participate in any 
case to cases that were pending in a court. 

Mr. Quinn. Mir. McInerney is here. He is in the room. I think 
that he might interpret that for you. He has seeh it much later than 
Thave. I haven't seen it in quite some time. 

Mr. DeWinv. Have you Vr elved any mem randum from the De 
partment of Justice, or have you based your statement ent irely on what 
Mr. McInerney, Vou say, told you orally ¢ 

Mr. Quinn. It is based entirely on what Mr. McInerney told me. 

Mr. DeWinp. You have never seen any opinion or interpretation 

Mr. (JUINN. I am not sure of that. I may have seen an interpre 
tation of it. I was in the Department of Justice myself, as I told you 
before, and it may be that I did see such a memorandum. I am not 
clear on that point, but Ido know that such a memorandum exists. 

Mr. DeWinp. To go back a little bit, within the Bureau of Internal 
Revenue you felt you were not entitled to be admitted to practice while 
you were a Member of Congress, is that right ‘ 

Mr. Quinn. That is right. 

Mr. DeWinp. You thought, you said, that that was confined to in 
come-tax cases, alt hough I know of no such limitation. 

Mr. Quinn. I beg your pardon ¢ 

Mr. DeWinp. You say you think that was confined to tax cases, that 
you had to have a card. On all of these income-tax fraud cases that 
you appeared in, you did not have a card to admit you to practice. 

Mr. Quinn. Mr. DeWind, you say “appeared in.” I might have dis 
cussed it with Mr. Bolich. If that is an appearance, then I did that. 
I never appeared before the Intelligence Unit in New York, 253 Broad 
way. I never appeared there. 

Mr. DeWinp. But you discussed the case with the Assistant Com- 
missioner during 1949 at least. 

Mr. Quinn. I would ask him the status of the ease. That would be 
the extent to which I appeared, 

Mr. DeWinp. You never had any discussion of the merits of the 
/ 


case or the facts in the case 
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Mr. Quinn. None whatsoever, because most cases I wasn't familar 
with the details. 

Mr. DeWinp. But you did discuss the cases in which your firm was 
retained with the Assistant Commissioner in charge of tax-fraud 


prosecutions. 

Mr. Quinn. To that extent, to the extent I have just stated. 

Mr. DeWinp. You discussed them in your capacity as counsel to the 
taxpayer ¢ 

Mr. Quinn. He knew that I was in the firm, yes. 

Mr. DeWinp. In those cases you received at least a third of the net 
profits, and in any case you brought in or another man brought in you 


rt ceived ahot her one-third of the het fee. 

Mr. Quinn. That is right. 

Mr. DeWinp. On the question of sharing in the fees, your testimony 
earlier was: 

Question: Did you discuss with your partners, Mr. Scliwaeber and Mr. Saver, 
the possibility in the partnership agreement providing that in civil tax cases your 
percentage of prolit would be eliminated ? 

Answer: No, 1 don’t know that we had any civil tax cases 

Mr. Quinn. That is the firm of Schwaeber, Quinn & Saver. Most of 
fiiese fin li causes were handled by Mart 11) Schwaeber & Co. 

Mr. DeWINp. The point l un tryvil y to make is that you had ho 
understanding 

Mr. Quinn. Oh, yes, and definitely. We discussed it that I was not 
to share in any way in any civil tax cases or any other Federal civil 
miatters., 

Mr. DeWrxp. Your answer to the question here, “Did you discuss 
with your partners the possibility of providing in civil tax cases that 
your percentage of profit would be eliminated?” was: “No. I don’t 
know that we had any civil tax cases.” 

Mr. Quinn. That is the question in a little different language and 
calls for a little ditferent answer. 

Mr. DeWunp. I don’t quite understand you. 

Mr. Quinn. I say that we discussed the fact that as a Member of 
Congress I was not to receive any share of the profits in Federal civil 
cases. Whether we had any number of Federal civil cases or not, I 
don’t know, but if we did [ was not to share in them. They were 
usually handled by Martin Schwaeber & Co. 

Mr. DeWinb. Mr. Saver was asked: 

Do you recall any discussion that you had with Mr. Quinn, or that you were 
present at which Mr. Quinn had, involving the division of fees from civil tax cases, 
as to whether or not he should be included or excluded from that division of fees? 

ANSWER: There weren't any. 

Your answer was, “No, I don’t know that we had any civil tax 
cases,” and Mr. Schwaeber in substance and effect said the same 
thing, that there was no such discussion. 

In fact, the records show that there was no fee that you were 
excluded from, that there was no case or matter in the partnership 
records that you marked not to share in. 

Mr. Quinn. Nor were there any Federal civil cases, 

Mr. DeWinxp. Wasn’t the case of Sophie Zell a family partnership 
case ¢ 

Mr. Quryn. Yes, you asked me about that case downstairs and 
that is the first I knew of that case. 
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Mr. DeWinp. In that case the fee was apportioned in accordance 
with your agreement ¢ 

Mr. Qurxy. And I think you took into account at that time the 
date when that fee was paid ¢ 

Mr. DeWinp. At least one fee of $7,500 was paid in July of 1950. 

Mr. Quixn. In July of 1950 I was away for my health. 

Mr. DeWrnp. Is that the point, as to where you were when the 
fee was paid ¢ 

Mir. Quinn. Is that the point / 

Mr. DeWinb. Yes. You shared— 

Mr. QUINN. You said it Was paid into the firm. l left the offic | 
went to the hosput i} April Y1, 1950. | did not return to the offi é 
lititii some time r sept miber. 

Mr. DeWinp. Did vou not share in the fees during that period ¢ 

Mr. Quinn. L hada drawing account, yes. 

Mr. DeWinxp. And you got your percentage. In addition to you 
drawing account you were entitled to your percentage of the fees / 

Mr. Quinn. Yes, surely. 

Mr. DeWinp. That is what I meant by saying that was the point. 

Mr. Quinn. Was that case included / 

Mr. DeWinpb. Sophie Zell was included in the firm records and the 
fees were distributed. 

Mr. Quinn. It should not have been, and, as I said to you previously, 
we have not had a final accounting. 7 t isa matter that I shall take 
care of when I go back, and siraighten that thing out, because it 
shouldn't be. 1 was very careful not to take any civil cases. I turned 
down many cases because of the fact that there was a prohibition. 
That was evidently something that happened while Ll was not in the 
office. 

If you can only point to one case over a period of some 3 years as 
being a civil case, it would indicate it wasn’t the practice. 

Mr. DeWinn. Weren’t there other cases where, after the criminal! 
case had been settled, the firm continued to represent the taxpayer f 

Mr. Quinn. No, I know of no such. 

Mr. DeWinp. Wasn't the Daniel Rosenthal case of that kind ? 

Mr. Quinn. Not that I know. 

Mr. DeWinv. The committee has been informed by the Bureau of 
Internal Revenue that in the Daniel Rosenthal case, after the criminal 
aspect had been eliminated, the firm of Schwaeber, Quinn & Saver 
continued the representation of the taxpayer in a civil settlement. 

Mr. Quinn. Again I say to you that I never appeared, I never know- 
ingly shared in it. If that statement is accurate, it was done without 
mv knowledge. and against my instructions. 

Mr. DeWixw. Mr. Quinn, let me ask this. You gave up your ap- 
plication for a Treasury card on the theory that you should not ap- 
pear ¢ 

Mr. Quinn. That is right. 

Mr. DeWinp. But your present view of the matter is that you could 
appear in income tax fraud cases. 

Mr. Quinn. In income tax fraud cases. 

Mr. DeWinp. Why did you not then get your Treasury card ¢ 

Mr. Ct InN. Tothe extent that I have indicated. 

Mr. DeWinp. You could only appear to that extent ? 

Mr. Quinn. That is right. 


-- 
’ rel 
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Mr. DeWrinv. You could not have represented the taxpayer; you 
could only inquire about the status of the case ? 

Mr. Quinn. That is right. 

Mr. DeWinp. I don’t quite understand. You say that is what you 
did or that is all you thought you could do? 

Mr. Quinn. That is all I did. 

Mr. DeWrnv. But it was your impression that you could represent 
the taxpayer as long as there was any criminal aspect ? 

Mr. Quinn. That is right. 

Mr. DeWinpv. Then why did you not get your Treasury card so 
you could go in and do that? 

Mr. Quinn. The Treasury card would entitle me to practice in civil 
tax cuses too. 

Mr. DeWinp. But you couldn't handle the tax fraud case without 
a card? 

Mr. Quinn. I beg your pardon. 

Mr. DeWint. You couldn’t handle the income tax fraud case with 
out a Treasury card ¢ 

Mr. Quinn. I didn’t handle any income tax fraud cases. 

Mr. DeWrnp. Oh, all right. You discussed them with Mr. Bolich 
as counsel. Leaving that aside you apparently felt that you could 
not have a card for any purpose. 

Mr. Quinn. No, I didn’t feel that way. I thought that the card 
only had to do with income tax cases of a civil nature. 

Mr. DeWinp. You mean you did not think the card was necessary 
to appear in a fraud case? 

Mr. Quinn. I didn’t give it that much thought. I didn’t want 
the card when I was elected a Member of the Congress. 

Mr. DeWinno. The Committee on Practice records show on May 
24, 1949 a memorandum inserted in the file entitled “Committee on 
Practice, Excerpt From Minutes. T. Vincent Quinn, Applicant for 
Enrollment, New York, N. Y., under date of May 13, 1949, the appli 
cant advises the committee he has been elected to Congress which 
disqualifies him temporarily from enrollment. Application com- 
mitted to the withdrawn file without prejudice.” 

Mr. Chairman, I have no more questions. 

Mr. Byrnes. No questions. 

Chairman Krne. You may be excused, Mr. Quinn. 

Mr. Quinn. Thank you, Mr. Chairman. 

Chairman Kins. The committee will recess until 2:30 p. m. 

(Whereupon, at 12:45 p. m. the hearing was recessed until 2:51) 
p.m. the same day.) 

AFTERNOON SESSION 


Chairman Krxe. Will you come forward, Mr. McInerney, please / 

Do you solemnly swear that the testimony you will give before 
this subcommittee will be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. McInerney. I do. 
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TESTIMONY OF JAMES M. McINERNEY, ASSISTANT ATTORNEY GEN- 
ERAL, CRIMINAL DIVISION, DEPARTMENT OF JUSTICE 


Mr. DeWinpb. Will you please identify yourself for the record, Mr. 
McInerney. 

Mr. McInerney. My name is James M. McInerney. I am an 
Assistant Attorney General, in charge of the Criminal Division of 
the Department of Justice. 

Mr. DeWinp. Mr. McInerney, I think you heard the testimony) 
this morning of Mr. Quinn, so you are generally familiar with the 
testimony he gave and the matters it related to. 

Mr. McInerney. Yes, sir. 

Mr. DeWrnp. Mr. McInerney, has the Attorney General issued 
any memorandum or opinion concerning the interpretation of this 
section 281 of title 1S / 

Mr. McInerney. No, sir; not to my knowledge. 

Mr. DeWunp. Mr. Quinn referred here to a memorandum which 
interprets the prov ision, and I wondered if that was a memorandum 
you had earlier discussed with the committee. 

Mr. McInerney. I do not know, sir. We have a large number of 
memorandums prepared in the Criminal Division over a period of 
years for the internal consumption of the Criminal Division on this 
statute. 

Mr. DeWinpv. Do you know whether a copy of that memorandum 
was transmitted to Mr. Quinn ? 

Mr. McInerney. | do not know, sir. 

Mr. DeWinp. Can IT ask you this: Is there any memorandum to 
your knowledge in the Department of Justice which holds in Ly 
stance and effect that a Congressman may, under this statute, uppeal 
as counsel and receive remuneration in any matter which has a criminal 
aspect, even though it is not pending before any court / 

Mr. McInerney. | believe there are memorandums in the Criminal! 
Division holding that a Member of Congress or other Government 
official may appear ina l’ederal criminal case. 

Mr. Di WIND. Does that confine it to the cases which are pend he 
before a court / 

Mr. McInerney. No, sir. 1 would say that there is speculation | 
those memorandums as to how far the official or Member of Congress 
can participate before Government departments as an incident to 
representing a defendant in a Federal criminal case. 

Mr. DeWrnp. As an incident to representing him. by that you 
mean as an incident to representing him in a case which is pending 
before a court, is that right / 

Mr. McInerney. No, sir. I would say that this speculation also 
deals with his representation before the matter becomes a case 
court. 

Mr. Curtis. May I inquire, are there several memorandums deal! 
ing with section 281 of title 18 ¢ 

Mr. McInerney. Yes, sir. 

Mr. Curtis. How many, would you say ‘ 

Mr. McInerney. Oh, perhaps—I haven't seen them for severa! 
years. I would say maybe 8 or 9 or 10. 

Mr. Curtis. Are they in agreement ? 

Mr. McInerney. Pardon me, sir? 
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Mr. Curtis. Are those various memorandums in agreement in their 
conclusions ¢ 

Mr. McInerney. No, sir: nor are they all on the same subject. They 
deal with different aspects of the statute. 

Mr. Curtis. There is a memorandum referred to as Gallagher 
memorandum ¢ 

Mr. McInerney. Yes, sir. 

Mr. Curtis. Is that the one which vou feel is controlling 4 

Mr. McInerney. No, sir. I would say that none of these memo- 
randums have any control over anything. They are written by junior 
attorneys or perhaps senior attorneys. but this happens to be by a 
junior attorney in the Criminal Division, probably in answer to a 
suppositious question by some Congressman and not in connection 
with any case. Any memorandum in the file would have no dignity 
or standing as representing the view of the Department. 

Mr. Byrnes. How could we get the view of the Department to get 
this question resolved ¢ 

Mr. McInerney. I do not believe vou can, sir. 

Mr. Byrnes. We can't? 

Mr. McInerney. No, sir. Under the law the Attorney General is 
empowered to render opinions to the heads of the executive depart- 
ments only. 

Mr. Curtis. Referring to the Gallagher memorandum, do you have 
it there ? 

Mr. McInerney. Yes, sir. 

Mr. Curtis. What subject does that deal with? 

Mr. McInerney. Section 281, sir. 

Mr. Currts. That deals with the matter of a Member of Congress 
appearing for compensation before Government departments and 
agencies ¢ 

Mr. McInerney. Yes, sir. 

Mr. Curtis. Is the conclusion lengthy in that memorandum ? 

Mr. McInerney. No, sir. 

Mr. Curtis. Would you read it? 

Mr. McInerney. With all due deference, I would prefer not to, sir. 

Chairman Kine. What is the reason that you prefer not to? 

Mr. McInerney. First of all, I don’t believe the Department would 
believe it desirable to render an opinion on a criminal statute publicly 
in a matter which we may have to consider from the standpoint of 
prosecution. We never express opinions on criminal statutes. This 
memorandum is for the internal consideration of the head of the 
Criminal Division. 

Chairman Kine. It comes within the same bar that you have just 
previously mentioned— 

Mr. McInerney. Yes, sir. 

Chairman Kine. With respect tothe Attorney General of the United 
States being barred from giving opinions, except to the heads of the 
executive departments upon their request. 

Mr. McInerney. Yes, sir. 

Mr. Curris. Do I understand these memorandums, though, were 
prepared because various members of Congress raised a question about 
it ¢ 

Mr. McInerney. Or perhaps others. They apply, of course, to any 
Federal official. 
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Mr. CURTIS. Were any of these memorandums prepared as an 
answer toa question raised by a member of Congress / 

Mr. McInerney. I really don’t know, sir. As you may know, I 
received a request to come here today at about 20 minutes to 10. They 
are in our research unit. I did not consult them, and I can’t very well 
describe or know for what purpose they were prepared. 

Mr. Curtis. As a matter of fact. section 281 1s pretty broad on its 
face, is it not ¢ 

Mr. McInerney. Yes. sir. 

Mr. Curtis. That makes a criminal offense any appearance 
an agency or departme) t. Goes if not, except where it Is a 
court ¢ 

Mr. McInerney. Yes, sir. 

Mr. Curries. Are you familiar with the legislative history 


section 7 


Mr. McInerney. Yes, Tam, sir. 

Mr. Currts. Is it true that at one time in that legislative history the 
word “court” was used / 

Mr. McInerney. Yes, sir. 

Mir. Curtis. And it was deleted / 

Mr. McInerney. Yes, sir. 

Mr. Curtis. Was there any time in the legislative history of that 
section when distinction was made between a criminal and civil pro 
ceeding before a Department 4 

Mr. McInerney. I do not believe so, sir. 

Mr. Curtis. In other words, there is in your opinion no legislative 
history that would indicate that this section means anything othe: 
than it says insofar as distinguishing between criminal matters and 
civil matters / 

Mr. McInerney. Not that section, no, sir. 

Mr. Ct RTIS,. What othe sections of the code relate t« e appearance 
for compensation by members of Congress before executive agencies / 
Mr. McInerney. Section 283 would bar the appearance of a Con 
gressman if the Congressman Is an officer of the United States, which 

] helieve him to be. 

Mr. CURTIS. Is that similar to section 281 ¢ 

Mr. McInerney. Yes, as a matter of fact it was enacte 
vears before section 2S1 

Chatrman Kine, At that point, that entails for fee or for pay. 
does it not, Mr. McInernev / 

Mr. McInerney. It covers two things: Prosecuting or assisting 
in prosecution of any claim against the United States, or recetving 
compensation in connection therewith. 

Chairman Kine. It could, then, be taken to be unlawful ever 
though there were not a fee involved / 

Mr. McInerney. Yes, sir 

Chairman Kine. Is that correct ? 

Mr. McInerney. Yes. sir. 

Mr. Curtis. Do you have that section rig! 

Mr. McInerney. Yes. sir. 

Mr. Curtis. Is it a lengthy section ¢ 

Mr. McInerney. No, sir. 

Mr. Curtis. Will vou read it / 
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Mr. McInerney. It is approximately the length of 281. 

Mr. Curtis. Will you-read it, please ¢ 

Mr. McInerney. Section 283 of the United States Code, title 1s: 

Whoever, being an officer or employee of the United States or any department 
or agency thereof, or of the Senate or House of Representatives, acts as an 
agent or attorney for prosecuting any claim against the United States, or 
aids or assists in the prosecution or support of any such claim otherwise than 
in the proper discharge of his official duties, or receives any gratuity, or any share 
of or interest in any such claim in consideration of assistance in the prose 
cution of such claim, shall be fined not more than $10,000 or imprisoned not 
more than 1 year, or both. 

Mr. Courtris. Were you here. and did vou hear the testimony of 
Mr. Quinn ¢ 

Mr. McInerney. I was here, sir. 

Mr. Curtis. He made reference to having been advised by you con 
cerning the rights of a Congressman to appear before executive 
agencies. Do you recall advising him ? 

Mr. McInerney. I havea not too clear recollection of discussing this 
matter with Mr. Quinn. 

Mr. Curtis. Is it your behef that you might have advised him 
that a Member of Congress could appear before executive agencies 
ina case where the facts might at a later time be before a court / 

Mr. McInerney. No. sir: I do not 

Mr. Curtis. Do you think you would have so advised him? 

Mr. McInerney. I think the extent of my advice would be that 
an official or Member of Congress could under section 281 participate in 
a Federal criminal case and perhaps that he could participate in cer 
tain incidents in connection with that matter. You have to take that 


against the background, I think, that. when this happened, Mr. Quinn 
had left the Criminal Division and I was inthe Tax Division. I think 
probably we were talking about tax cases. and in the Department 
of Justice Tay Division they handle nothing but tax litigation, civil 
or criminal. I would say that it would have to do with his appear- 
nmnce betore the Tax Division. which was solely interested im tax 


litigation. 

Mr. Curtis. Would you read that answer / 

(‘I he answer was read by the reporter as requested. ) 

Mr. Curris. What do you mean by a “Federal criminal case”? 

Mr. McInerney. Once you decide that, the problem is selved. 
I think it is very fuzzy what is meant by a “Federal criminal case,” sir. 
Once that ‘you concede that a Congressman can defend a criminal 
case, you immediately run into a pretty puzzling situation, because 
certainly the defendant in a criminal tax case needs to be defended 
at no point more extensively or significantly than when a fraud 
jacket is opened on him and he is placed in the position of either 
cooperating himself into jail or not. 

Mr. Curris. What constitutes, though. a criminal case in the light 
of the legislative history of this section ¢ 

Mr. McInerney. T would say, sir, that it would be litigation i 
court, 

Mr. Currts. Yes. 

Mr. McInerney. As of the date the statute was written. 

Mr. Curris. Yes. after the case was docketed in a court having 
jurisdiction. 
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Mr. McInerney. It might go a little further, to the grand jury, 
w hich would be before docketing. 

Mr. Curtis. It would have to be in our courts to come within the 
purview of the legislative history, to read in the exception to the 
statute as written, would it not / 

Mr. Melnerney. You are construing the word “case” narrowly. 
and of course the criminal statute must be construed narrowly t 
favor the defendant. which would be the Congressman. 

Mr. Curris. The legislative history of this indicates that the Con 
gress did not intend to bar a Member of Congress from appearing 
in court, is that right / 

Mr. McInerney. Yes. sir. 

Mr. Currts. At that time it is reasonable to beleve that the Con 
gress took judicial cognizance of the fact that many Federal ceourts 

e courts of record, whose proceedings are public, where an appea 

we had. where the ftorney was subject to discipline, and before 
a court where the judge was appointed for life, and the Congress 
without powel 

Mr. Mcinerney. I didn’t hear the last. 

Mr. Currs. And the Congress without power to diminish his 
salary: isnt that true / 

Mr. McInerney. I didn't hear your last phrase, sir. 

Mr. Curris. And the Congress without power to lessen his salary. 

Mr. McInerney. Yes, sir. 

Mr. Curtis. It is the view of the Congress, in your belief, that at 
that time in an open court proceeding a Congressman would have no 
unfair advantage insofar as the Government of the United States is 
concerned ¢ 

Mr. McInerney. Yes, sir. I believe that was the thinking of the 
legislators at the time 

Mr. Curtis. But is there anything in the legislative history of this 
section which would indicate that the Congress intended to exempt 
from the prohibition any appearance for compensation In Any matte! 
before an executive agency, an agency other than a court ‘ 

Mr. McInerney. I would say that once they gave him the right 
to defend in a Federal criminal case, they gave him the incid 
which attach to that right. 

Mr. Curtis. The incidents / 

Mr. McInerney. That is, the right to consult the District Attorney 
about saving a man from indictment, offering to have him testify fon 
the Government against accomplices, the right to offer a plea to 1 
count instead of 10. 

Mr. Curtis. All of which would be after the case was in court. 

Mr. McInerney. No, sir: no, sir. 

Mr. Curtis. It would be after the indictment was brought: would 
it not? 

Mr. McINern! we No. sir, if would be too late to try to bargain then. 
It might be. 

Mr. Curtis. It would be after the matter went to a grand jury. 
would it not ? 

Mr. McInerney. No, sir. If in 1865 a sheriff was investigating 
proposed defendant and defendant knew it, I think it would appro- 
priate for a Congressman to visit the district attorney and say, “You 


ents 
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have my man under investigation on a criminal charge and T would 
like to discuss it with you. IT would like to discuss his surrender,” 
if he were a fugitive. 

Mr. Curtis. I understand that what you are attempting to do is to 
interpret what Congress intended. 

Mr. McInerney. Yes, I think that is what you are asking me. 

Mr. Curtis. If your contention is right or if Mr. Quinn is right, 
then it is lawful for a Congressman to accept compensation to appear 
before an executive agency in behalf of a citizen who is charged with 
criminal acts, but if he appears for a citizen who has a matter before 
a Government agency and he is not charged with a eriminal act, that 
appearance would be unlawful. Is that vour conclusion with respect 
to this section / 

Mr. McInerney. I think it is, although Lam not quite sure whether 
] followed you completely. I believe that is niy coneiusion, sir. 

Mr. Curtis. All of that is based upon legislative history that the 
Congress rejected the idea of prohibiting a Congressman from appear: 
ing before a court in a matter where the Government had an interest / 

Mr. McInerney. Would you have that repeated, please. 

( The question was read by the reporter as requested. ) 

Mr. McInerney. Will you read that again / 

(The question was reread by the reporter as requeste¢l. ) 

Mr. McInerney. Yes, sir. 

Mr. Currts. It seems to me that is a rather strange conclusion. I 
am not saying this to you as being responsible. I realize you are here 
upon short notice. I also realize the embarrassing position that you 
occupy. since you cannot bind the Department of Justice, and neither 
is the Department of Justice under the laws required to advise the 
( ‘ongress. 

Mr. Mclnerney. Yes, sir. I didn’t mean, Mr. Curtis, that this 
holding of giving the Congressman the rights incident to complete 
representation is not at war w ith the spirit of this statute. 

Mr. Currts. The spirit of the statute was that in these things 
decided by department heads, agencies, and so on, the Congressman 
could not accept a fee for going down there and attempting to influ- 
ence them. 

Mr. McInerney. Yes, sir. 

Mr. Curtis. That is the spirit of it. 

Vir. McInerney. Yes, sir. 

Mr. Curtis. The spirit of the exemption was that if it was in open 
court under the jurisdiction of the judge, and all the things attached 
to it: that was exempt. 

Mr. McInerney. Yes, sir. The only thing that has changed, of 
course, is the increase in number of stages which has been created 
between the initiation of a prosecution and the culmination, which 
I believe did not exist at the time of the enactment of this statute. 

Mr. Curtis. That is all. 

fr. Byrnes. Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. I have difficulty in following your distinction between 
a criminal case and a civil ease. Any claim against an individual by 
the United States Government, whether it is criminal or civil, always 
had the potential of ending up in court : doesn’t it ? 
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Mr. McInerney. You say by the Government against an individual ? 

Mr. Byrnes. Yes. Let’s take a tax case, for instance. Any claim 
asserted by the Government against a taxpayer, whether it is a civil 
claim or a criminal claim, has the potential of ending up in court; 
does it not / 

Mr. McInerney. I) an appellate court or the Supreme (‘ourt. 
ves, sir. 
~ Mr. Byrnes. Yes, ending up in court. 

Mr. McInerney. Yes, sir. 

Mr. Byrnes. What is the difference between the treatment of a ¢ 
cuse as against a criminal case / 

Mir. McInerney. That is taking it to the ridiculous extreme. 

Mr. Byrnes. Maybe it is, but what is the distinction? Your prem- 

as | understand it. the right of a Member of Congress or the head 

ta chent in a criminal case upon the fact 
hat that crin ikely to go to trial, has the possibility of 
going to trial The possibility of going to trial or of going into 
court Is also present in the case of civil claims. 

Mr. McINeRNeEY. Yes, sir. 

Mr. Byrnes. So fundamentally, as a matter of principle. there 
cannot be much distinction between whether you are representing a 


, 
#2 aepartinent te ‘ 


} 
} 
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‘ hent nacrimin i} oraciy il Case, 

Mr. McInerney. I would certainly say that the possibility of a case 
reaching an appellate court would not justify a Congressman in repre 
senting a niah because of that contingens V. I think the primary 
nature of the proceeding, whether it is criminal in its nature, would 
determine the ¢ ongressnian's right, not the fact that it might ulti 
mately arrive in the Supreme Court. He cannot say, “It 1s a court case 
and I am entitled to be in it.” 

Mr. L3YRNEs. You were the head of the Tax Div s1on Ove! nh Tle 
Department of Justice for a while, were you not ‘ 

Mr. McInerney. I was the first assistant. 

Mr. Byrnes. You are head of it now? 

Mr. McInerney. I am head of the Criminal Division. 

Mr. Byrnes. You were in the Tax Division: were you not ‘ 

Mr. McInerney. Yes, sir. 

Mr. Byrnes. What would you estimate is the number of crim 
tax cases that come to you which actually end up in court / 

Mr. McInerney. I would say about 80 percent. 

Mr. Byrnes. Eighty percent actually go to court? 

Mr. McInerney. Yes, sir. Oh, do you exclude pleas of guilty ¢ 
Or which result in indictment / 

Mr. Byrnes. Yes, those that actually get into court. 

Mr. McInerney. Result in indictment ? 

Mr. Byrnes. All right, put it that way. 

Mr. McInerney. I would say approximately 80 percent. 

Mr. Byrnes. Eighty percent ! 

Mr. McInerney. Yes. 

Mr. Byrnes. But there are an awful lot of tax cases that start out 
and are jacketed by asp cial agent and never get wih where near the 
indictment state: are there not / 

Mr. McInerney. A great number; yes, sir. 

Mr. Byrnes. So if the test Is the potential of a case getting to court 
you are going to have a pretty difficult time resting any decision on 
that element. 
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Mr. McInerney. Yes, sir. Of course at an early stage it can go 
three different ways: No lability, liability with a 50 percent penaity 
or some penalty, and third, fraud penalty end prosecution. 

Mr. Byrnes. The majority of them certainly take the two roads 
that do not lead to trie l of the case for criminal penalties. 

Mr. McInerney. Yes, sir. 

Mr. Curris. Do you think any type of tax ex 
eriminal aspect to it and no eivil aspect 4 

Mr. McInerney. Failure to file a return. 

Mr. Curtis. Would that not still have 

Mr. McInerney. It might not. [fam 
but had enough exemptions and deductis 
tax liability, but he would still have a re 

Mr. Curris. Have there been any prosectit: 

Mr. McInerney. Oh, ves, sir. 

Mr. Curris. Where no tax was owed ¢ 

Mr. McInerney. I am not prepared to say on that. sir. IT would 
think not, unless it were the top prosecution on some racketeer and 
you would want to use it for that. 

Mr. Curtis. In disqualifying a Member of Congress to appear for 
compensation, what is the test? Is it that there is an aspect tbout 
it that it is lawful for him to appear or that there is an aspect that it 
isn’t lawful for him to appear ‘ 

Mr. McInerney. Ina criminal case, sir / 

Mr. Curtis. Any kind, all kinds. 

Mr. McInerney. If I understand your question, | have answered 
italready. I would say that it is the clear feeling that a Congressman 
can engage in the defense of a criminal case in Federal court. 

Mr. Currts. I will put it this way. Here is a case that we will 
admit has both civil and criminal aspects. Can the Congressman 
then appear before an agency in reference to that for compensation / 

Mr. McInerney. He can appear in connection with the criminal 
uspect of it, I would say. 

Mr. Curris. Whether or not you can separate the criminal from 
the civil ? 

Mr. McInerney. I would say that he would—Well, if it was in- 
separable it would make it more difficult, but I should think he would 
inake clear that his representation was limited to the criminal aspect 
of the case. 

Mr. Curtis. [f that is the law, we have a queer situation which 
means that a Member of Congress who is in the business of accept- 
Ing compensat ion for appearing before departments is perfectly safe 
if he makes his appearance in behalf of the skalawag who has violated 
every law of the land so he is sure of a criminal case, but he is in 
danger if he appears for a law-abiding citizen on a purely civil mat 
ter, according to the Department. 

Mr. McInerney. Of course, the basis of his ability and power to 
uppear doesn’t depend upon the character of his client. 

Mr. Curtis. No; it depends upon the interests of the United States, 
doesn’t it? 

Mr. McInerney. No, sir; it depends upon the nature of the proceed 
ing. If it is a Federal criminal case he has the right. Otherwise, he 
aoes not. 


Mr. Curtis. That is all. 
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Chairman Kine. Mr. MeInerney, the legis!ative history of course 
has always been very interesting, particularly when a case or a statute 
is a little vague. What was the history of this statute? Do you know 
when and if it has ever been amended since the original enactment 
mn 18647 

Mr. Me INERNEY. I do hot know, sir, whether it has been amended 
since itsenactment. I would gather that it has been, that in recodifica 
tions it has had its language changed in certain minor details. 

Chairman Kine. Assuming there has been no change in substance 
to the section, it perhaps is the same as it was at the time of its original 
cnactment, 

Mr. McInerney. I believe it is, sir. 

Chairman Kine. I will not put this in the form of a question, but 
] would like to make an observation which perhaps you could make 
answer to. 

I would hazard the guess that in 1864 perhaps 85 percent of the 
membership in the Congress were of the legal profession. 

Mr. McInerney. I believe that is cited in the legislative history, sir. 

Chairman Kine. Is that so? 

Mr. McInerney. That in excess of two-thirds of the membership 
of Congress were lawyers. 

Chairman Kine. At that time the compensation of a Member of 
Congress was perhaps one-third or less what it is today. 

Mr. McInerney. Yes, sir. It was cited also, that the compensation 
of Congressmen Was $5,000 at that time. 

Chairman Kine. Looking back as best I can to the period of 1564, 
except on the eastern seaboard if would require weeks and months 
sometimes for a Member to come from and vo to his district. I can 
not be made to believe that the Congress, constituted as it was at that 
time, would sit in the Committee on the Judiciary and bar them 
selves completely from practicing in a Federal crinmiiial case. 

Then we must get down, I believe, to understand the history at 
least, to what has happened to this bureaucracy and the great growth 
of the Federal Goverment machinery itself during the course of 
approximately 90 years. What today is such an involved and com- 
plicated matter was then a relatively simple matter. L wish we knew 
today just what departments were in existence, and the number of 
employees, their duties, and so forth. lt just is not to be cor pared 

We have heard a lot of legal holdings, and TI think a good practical! 
political view of the thing would be helpful. First, I have said that 
I can’t conceive, knowing as I do from what I have read the nature 
of the men who made up our great Congresses at that time, that they 
would vote to bar themselves forever from the practice of their pro 
fession in any matters dealing with the Federal Government. If that 
statute has not been amended in the course of these last 90 years, | 
would hesitate to think how many men have been in technical viola 
tion of some of the opinions of the present statute. It seems to me 
that literally thousands have practiced during that period feeling 
free to do so and sure that they were not in violation of the Federal 
law in so doing. 

It seems odd that a section would be drawn where a lawyer, a Mem 
ber of Congress, for a fee or without a fee, is clearly free to practice 
in Federal court in Federal criminal cases, when even to a layman it 
seems clear that a Federal criminal case ean originate at the very 
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moment the offense is committed. His counsel or his legal advice 
would immediately be necessary the moment he was aware that he 
might be charged with an offense. I don’t need to be reminded that a 
ereat deal of the work of an attorney in criminal cases takes place out- 
side the court, not inside the court. before indictment as well as after 
indictment. 

Am I reasoning well at all on your understanding ¢ 

Mr. McInerney. Yes, sir. I think that represents completely the 
reasoning we have used, and all of the practices which you have men 
tioned are in the legislative history, plus the fact that the Congress 
mon did say, as you implied, that they would be effectively deprived 
of their livelihood if the word “court” was left in the statute. Of 
course all of our reasoning in that grant to the Congressmen is at war 
with the spirit of the statute. 

Chairman Kine. It is too bad 

Mr. McInerney. They gave and took away with the same hand. 

Chairman Kine. At that time the chances are that court was about 
the whole place for trouble, particularly, we will say, in tax cases. 

Mr. McInerney. Yes, sir. 

Chairman King. 1 don’t know that they had anything even resem 
bling a Bureau of Internal Revenue or agencies such as we have today. 
I do not think there is a man in the room who is well aware of what 
the machinery was. It seems that the sin now, in niy opinion, is 
that leading up to his appearance as counsel or attorney in 
court under present modern standards just automatically calls for 
conferences, understandings, and misunderstandings of a great num- 
her of possibilities all through the procedures that we have today, 
long before trial. If it were not true it would seem silly that a man 
would represent a man in court, unless he just happened to be qualified 
asa trial lawyer, when he would be barred from first-hand knowledge 
of all that if was necessary to go through leading up to the court 
hearing. A statute which would permit a man to represent another 
in Federal court, in a Federal criminal offense, and yet bar him from 
first going through and working with his client up to the court pre- 
sentation, would be an incongruous sort of bar to place upon the attor- 
ney representing a client. 

I might be all wrong. That is my thinking. ‘To say the least. this 
section should have long since been taken cognizance of and amended 
to fit the modern way that we are doing business today in the legal 
profession anc in courts. 

Mr. McInerney. Yes, sir. 

Mr. DeWinp. Mr. McInerney. so that the record may be entirely 
clear, and IT am not sure that it is, it is my understanding that you 
never did advise Mr. Quinn either specifically or in general effect that 
he could handle cases, let us say before the Intelligence Unit, that had 
not been referred to the Department of Justice or had not reached the 
stage of indictment. 

Mr. McInerney. I have never so specifically advised him. I have 
no recollection of so doing. 

Mr. DeWixp. To your knowledge there is no written opinion of 
the Attorney General or any official of the Department of Justice 
which so holds? 


Mr. McInerney. No. sir. 
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Mr. DeWinp. The term “Federal criminal case” that we have been 
talking about is not a statutory phrase. That is a phrase that you 
have used in describing the situation, a Federal criminal case. 

Mr. McInerney. Yes, sir. 

Mr. DeWinp. The statute deals in terms of “any proceeding, con- 
tract, claim, controversy, charge, accusation, arrest, or other matter 
in which the United States is a party or directly or indirectly inte: 
ested”; it says “before any department, agency, court martial, officer, 
or civil, military or naval commission”; so the question of interpreting 
what a Federal criminal case may involve is not a question of that 
statute at all. If the words “Federal criminal case” are ambiguous, it 
is an ambiguity which arises from that phrase, which is not in th 
statute. 

Mr. McInerney. Yes, si 

Mr. DeWrxp. What I don’t understand, Mr. McInerney, is what 
is the language of this statute or what are the aspects of the legislative 
history of the statute which would indicate that, in either a civil or 
criminal investigation which has not reached any court but is strictly 
before an executive agency, the statute can be construed to permit 
representation by Congressmen. 

Mr. McInerney. It is just argument and rationale. 

Mr. DeWinp. I conclude that this is your opinion of the statute 
at the present time: that if properly construed, it would permit that 
evel though the case ha never gone beyond an executive agency--"— 

Mr. McInerney. No, sir, l have never formulated any opinion on it. 

Mr. DeWinp. You have not? 

Mr. McInerney. No, sir. Iam just speculating here. 

Mr. DeWinp. This is an argument which you are saying con 
ceivably could be made / 

Mr. McInerney. Yes, sir. 

Mr. DeWtnp. I see. Mr. MeInerney, so far as you know there is 
no written memorandum or opinion of the Department of Justice from 
which Mr. Quinn could have obtained the ivi ice he said he obtained ? 

Mr. McInerney. When you say an opinion of the Department of 
Justice, you mean a formal opinion of the Attorney General ? 

Mr. DeWtnp. I mean there is no memorandum in the Department 
of Justice which may have been delivered from which he could have 
obtained the advice that he recalled he obtained from you. 

Mr. McInerney. I do not know, sir. I have not looked at the mem- 
oranda before coming here today. 

Mr. DeW rnp. Let me put it this way: That you never transmitted 

Mr. Quinn personally or through the mail or in any other way 
any memorandum which would give him that advice. 

Mr. McInerney. That is, specifically that he might appear before 
Intelligence agents at that level ? 

Mr. DeWrnp. That he could appear before any executive agency 
in a matter not pending before a court. 

Mr. McInerney. I think if I did talk to him I clearly implied the 

right for him to appear before the Department of Justice on behalf of 
a client in a Federal criminal case. 

Mr. DeWrnp. Not a case that was pending in a court? 

Mr. McInerney. I would include one not yet pending, because as 
far as I can see the defendant needs the best representation before it 
gets to court. 
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Mr. DeWinp. I can see that, but it may be that he must get his 
best representation from other people than Congressmen. 

Mr. McInerney. No, sir. Once the statute gives him the right to 
represent him in court, they can’t say that you can assist this man the 
day he walks into the dock. That wouldn’t be giving him the right 
to practice law as it is generally understood. 

Mr. DeWrnp. Isn't that precisely what the statute does say, that he 
may represent them in court but may not represent them before an 
executive agency / 

Mr. McInerney. Yes, sir, but to properly represent a man in court 
requires certain preliminary actions. 

Mr. DeWrnp. Is it not a frequent occurrence as far as that goes 
that the lawyer who handles a case before an executive agency will turn 
the case over for criminal trial to a lawyer who is an expert on 
criminal trials? 

Mr. McInerney. Yes, sir. 

Mr. DeWrnp. So the situation is not at all unusual that the trial 
lawyer is a different person. 

Mr. McInerney. Yes, sir, but the Department has had the benefit 
of preliminary advice from other counsel. 

Mr. DeWinp. And could understand the construction of this statute 
which keeps Congressmen out of the executive agencies but in the 


courts. 

Mr. McInerney. Yes, sir. 

Mr. DeWrnv. If I understand your testimony correctly—and I 
want to be sure I do— you never did advise Mr. Quinn in writing or 
orally that he might appear before the Bureau of Internal Revenue 


in acase not yet referred to the Department of Justice ? 

Mr. McInerney. I have no recollection of so doing. 

Mr. DeWrnp. Thank you very much, Mr. McInerney. I just 
wanted to get the record entirely clear. 

Mr. Byrnes. I would just hke to make something of a suinmary 
here. 

Do I understand it is your contention that section 281 of title 18 is, 
to say the least, ambiguous as it relates to the rights of members of 
Congress and heads of departments, and so forth, to represent clients 
in matters in which the United States is eitherly directly or indirectly 
interested / 

Mr. McInerney. I would say there is no ambiguity except wit): 
reference to litigated cases in the courts. 

As to the extent of his appearances in a litigated criminal case in 
cidental to that litigation, I guess there is a great ambiguity. 

Mr. Byrnes. Well, I understand that the question of litigation does 
not even come into it in some cases, and there is still ambiguity. Do 
you contend that there is the right of a Member of Congress or of the 
head of a Government department to represent a client as soon as the 
case is docketed with the special agent? There is no litigation there. 
There is the potential of litigation. 

Mr. McInerney. Yes, sir. 

Mr. Byrnes. Is there not a pretty big ambiguity as to what a 
Congressman can do ¢ 

Mr. McInerney. Yes, sir, there certainly is. 

Mr. Byrnes. And it is your view, therefore, that there is a vast area 
of cases where the question could be resclved either way as to whether 
the person was in violation of section 281 ¢ 





INTERNAL REVENUE INVESTIGATION 3517 


Mir. McInerney. Yes, sir. 

Mr. Byrnes. Therefore, so far as the Justice Department is con 
cerned, it is unenforceable in that area. 

Mr. McInerney. Yes, sir. 

Mr. Byrnes. So that what we need is to resolve this matter by a 
revision of 281. 

Mr. McInerney. Yes, sit 

Mr. Byrnes. In vour judgment, would there be anything improper 
under today’s situation in simply saying that a Member of Congress on 
a head of a Department or any other officer or employee of the United 
States could be prohibited from representing a client before any 

gency, or before anybody in a matter in which the United State 
is Interested, courts or agencies or de ‘partments or anything else ¢ 

If the Federal Government has an interest, that is a sign that the 
Member of Congress or other officer or employee of the Federal 
(Giovernment has to keep his hands off of it ¢ 

Would there be anything wrong with that / 

Mr. McInerney. That would be a matter of legislative policy 

Mr. Byrnes. That would be pretty definite and certaim, the) 
would it not ¢ 

Mr. McI NERNEY. Phi ambiguity wouk | be gone, ves, sir. 

Mr. Byrnes. So, in my judgment, I would see nothing wrong with 
making it clear and certain that, where the United States has an 
interest, a person who is a Member of Congress should keep his hands 
off. I think we have been talking about Members of Congress, but I 
think the ambiguity exists for, and it probably has been taken advan 
age of Just as much by, other people in the Government. 

Mr. McInerney. Yes, sir, there has been undue emphasis on Mem 
bers of Congress here today. It applies to everyone, all officials. 

Mr. BYRNES. This section applies to officers ana employees, every 
body ¢ 

Mr. McInerney. Yes, sir. 

Ryrnxers. It would just seem to me that if you are working for 

the Government you have no right one place or another in representing 
chent where the United States has an interest, where the United 
States Government has an interest. I do not say it is an illegal a 
tivity, because apparently the law was ambiguous, and they apparently 
at least to a point had a right to take advantage of the state of the law 

Mr. McInerney. If you wanted to reserve the right to a Member 
of Congress or an official, you could reserve to him only the status 
of appearing as a trial attorney in court, because ] believe we have 
had some Members of Congress who felt strongly on issues that were 
being fought out in particular cases and wanted to make an opening 
address to the jury and state their views and then retire. If the 
Congress wanted to reserve that right to itself, all right. 

Chairman Kine. I think we have here placed a finger on the 
important phase of this, namely, the ambiguity. 

Mr. McInerney, would this committee be out of order in inviting 
you to submit toit what in vour opinion would be a proper amendment 
or modification of this section ¢ 

Mr. McInerney. 1 would be glad to have that done, if you would 
widvise me as to which way vou wanted to go. 

Chairman Kine. Could you give it to us both ways / 

Mr. McInerney. | have always hesitated to do that. 
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Chairman Kine. Personally, I think there should not be a bar to 
an attorney Member of Congress appearing in a Federal court. That 
is my personal view. We have been barred considerably here in recent 
years, and I think a man’s profession should be open to him in every 
instance where it is proper, and I certainly cannot conceive that it 
is improper that a Member of Congress who has as his life work the 
practice of law should appear in a Federal court. 

This other entanglement before going to court is, of course, too 
complicated for me to go into here, but as my personal view fT will 
say again that a Member of Congress should not be barred from ap- 
pearing in Federal court. 

The instance you mentioned a moment ago interested me. Would 
you mind elaborating on that statement of a moment ago, Mr. Me 
Inerney, where you stated that a Member of Congress might see fit 
to come in and address a jury in a Federal court in matters he was 
interested in? 

Mr. McInerney. In the legislative history, a number of cases have 
been cited in which Members of the Congress went into court and 
represented runaway Negroes in Boston who were charged with es- 
caping. And more recently, of course, [ believe Senator Wheeler 
spoke to the jury in the southern district of New York. And I be 
lieve we have had other cases in which a Congressman, believing very 
strongly in some principle, wanted to be heard in the trial of a ease. 

Chairman Kine. Then consider yourself invited, Mr. McInerney, 
to submit proposed modifications of this section, holding to the phase 
you have just mentioned. Would that be possible? Would it be un 
fair to you? 


Mr. McInerney. No, sir. Of course, one way it just amounts to 
restoring the word “court” to the statute. 

Mr. Byrnes. What about just eliminating all of these words such 
as “department” and “agency,” so that it is all-inclusive? That would 
be easier than adding a word. Just strike out everything, to make 


it generalized. 

Mr. McInerney. Yes, sir. And the other would reserve the right 
to appear as trial counsel only ¢ I will be glad to do that. 

Mr. Byrnes. I might suggest here that the offense only arises, as 
I understand it, here, when you receive a fee. I am wondering if these 
people who feel so strongly about an issue would not go in and do 
it for nothing if they felt strongly enough, and they still would be 
entitled to do so, even under the statute, without a specific exemption, 
if they did not receive any remuneration. 

Mr. McInerney. In place of a fee, they would feel exhilarated. 

Mr. Curtis. The receiving of compensation is not a material point 
under section 283, is it? 

Mr. McI Nerney. No, sir. 

Mr. Curtts. But it does permit appearance before a Federal agency 
in an official capacity ¢ 

Mr. McInerney. Yes, sir. 

Mr. Currts. It might be well, if we are going to draft legislation. 
to require that in such appearances a complete transcript be made 
and preserved. 

Mr. McInerney. A complete transcript of what, sir? 

Mr. Curris. That a complete transcript of everything that trans- 
pires in such an appearance be made and filed. 
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Mr. McInerney. I am not sure I follow you, sir. 

Mr. Curtis. Well, if a statute is going to be proposed—and I 
am not committing myself in favor of any particular draft—but if 
a statute is going to be proposed which gives to a Member of Congress 
the right to appear before Federal agencies, 1 think among other 
things it would require that a complete stenographic transcript be 
made of such appearances, and filed and preserved. 

Mr. McInerney. Well, I think the proposal was, number one, 
to bar all appearances. 

Mr. Curris. No, no. I am not talking about this. I am talking 
about the legislative proposal that the chairman suggested you 
prepare. 

Mr. McInerney. That is what I am talking about, sir. 

As I understand it, two suggestions have been made: one, to bar 
all appearances by Congressmen and Federal officials; number two, 
to reserve to such persons the right to appear in a trial only. So 
there would be no basis for a stenographic transcript. 

Mr. Curtis. I am talking about section 283. 

Mr. McInerney. Well, I don’t believe—that is a strict prohibition 
of any officer of the United States prosecuting a civil claim, under 
any conditions, anywhere. 

Mr. Curtis. But I am talking about the exception to that. in there. 

Mr. McInerney. Well, the exception is “otherwise than in the 
proper discharge of his official duties.” 

Mr. Curris. Yes, and the point I am trying to make, and I d 
want to take the time and fill the record, is that to come within 
sectiol they should require that a complete transcript of the apy 


} ] 
ance be made incl preserved, 


Mr. BYRNES. That exception is a pretty ambiguous 

it not! 

Mr. McInerney. | wo 

Mr. Byrnes. “Official duties” and what constitutes t] 
Member of Congress, the extent to which he riety be 


/ 


li sav it is pretty clear. 


vith those duties 
Mr. McInerney. Yes: 283 does not mention Members 
you know. And I sa that if a Membe1 of (Congress 
the court. he is included, and otherwise not, because 
officer of the United States or any employee of the I 
or any officer of the Senate o1 any officer of the House. 

Chairman Kine. Thank you, Mr. MeInerney. 

The committee will adjourn until the hour of 10 a. m. Tuesday 
morning. 

(Whereupon, at 3:45 p.m. Friday, April 4, 1952, the hearing 
was recessed until 10 a. m.,. Tuesday, April 8, 1952.) 


‘ 
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WEDNESDAY, APRIL 23, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
OF THE INTERNAL Revenue Laws 
OF THE COMMITTEE ON Ways AND MEANS, 
Washington, eer 


The subcommittee met at 10: 10 a. m., pursuant to call, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present: Representatives King (presiding), O’Brien, Keogh, Kean, 
and Curtis. 

Also present: Adrian W. DeWind, chief counsel to the subcom- 
mittee; and Charles S. Lyon, assistant counsel. 

Chairman Kine. The subcommittee will be in order. Mr. O’Brien. 

Mr. O’Brien. Mr. Chairman, while I was home in Chicago I had 
the opportunity to go over and study the testimony of Senator Brews- 
ter, given before our committee, in reference to the deposit of Senator 
Brewster’s $10,000 check by Henry Grunewald. 

Senator Brewster testified this money was borrowed by him to help 
Senator Richard Nixon of California and Senator Milton Young of 
North Dakota, with $5,000 each, in their primary fights. He also 
testified he was chairman of the Republican Senate Campaign Com- 
mittee, and that it was improper for him to do this; so he got his 
friend, Henry Grunewald, the man whom the House of Representatives 
has voted unanimously to hold in contempt of Congress, to handle 
the matter for him. He gave the $10,000 to Grunewald, who in turn, 
according to Senator Brewster’s testimony, gave $5,000 to Senator 
Richard Nixon of California and $5,000 to Senator Milton R. Young 
of North Dakota. These two Senators said they received this money, 
but did not know it came from Henry Grunewald until their attention 
was called to it by our committee. 

Senator Brewster admitted it was wrong to give $10,000 to candi- 
dates this way, but he did it nevertheless. Senator Brewster said 
that he would get the money back after Senator Richard Nixon and 
Senator Milton Young were nominated; and the testimony shows 
repayments of $6,500 and $2,000 and $1,500 were made, making a 
total of $10,000. 

It certainly seems strange to me that obligations of $5,000 each for 
the two Senators should have been repaid in such odd amounts and 
on different dates, as $1,500 on August 3, $2,000 on August 7, and 
$6,500 on August 16. And isn’t it strange that Senator Brewster 
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could not recall where these repayments came from? He thinks 
“some of them came through Grunewald”—yet Senator Nixon and 
Senator Young assert they had no knowledge of receiving funds 
through Grunewald. 

Another strange bit of evidence: The subcommittee has in its pos 
session a photostatic copy of a check from Henry Grunewald to Sena 
tor Brewster for $2,500, dated October 19, 1950, 2 months after the 
alleged repayment of the loans to Senator Nixon and Senator Young. 
But when Senator Brewster was asked what this check was for, his 
memory failed him. 

Now, what I would like to have Senator Brewster tell me as a mem 
ber of this committee, and also the people of this country: What was 
the check for, dated October 19, 1950, signed by Henry Grunewald, 
and made payable to Owen Brewster, in the amount of $2,500? 

Mr. Chairman, I ask unanimous consent that the front and back 
of the photostatic copy of this check be inserted at this point in the 
record. 

Chairman Kine. If there is no objection, that will be done. 

(The photostat referred to is as follows :) 
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Chairman Kine. Mr. Joseph D. Nunan, Jr., was under subpena to 
appear before this committee this morning at this time. I understand 
that he has not made his appearance, but his counsel, Mr. Burke, !s 
present. Is Mr. Burke in the room, please ‘ 
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I understand you wish to make a statement, Mr. Burke, concerning 
the failure of Mr. Nunan to appear. 

Mr. Burke. Yes, I should like to do that, Mr. Chairman. 

Chairman Kine. Proceed. 


STATEMENT OF RICHARD J. BURKE, NEW YORK CITY, N. Y. 
(APPEARING AS COUNSEL TO JOSEPH D. NUNAN, JR.) 


Mr. Bourke. Mr. Chairman and gentlemen, the purpose of my ap- 
pearing here is to explain the absence of Mr. Nunan, and to ask the 
indulgence of the subcommittee in that respect for a brief period of 
time because of the present condition of health of Mr. Nunan. 

Mr. Nunan suffers from hypertensive heart disease, with a left ven- 
tricular strain and a severe left-sided enlargement, and coronary 
sclerosis, and insufficiency-——— 

Mr. DeWinpb. Excuse me, Mr. Burke. 

I get the impression that Mr. Burke is reporting here on Mr. Nu- 
nan’s condition. He is not testifying of his own knowledge that this 
is Mr. Nunan’s condition, but is passing along some medical report ; 
is that right, Mr. Burke? 

Mr. Burke. Yes; I am quoting from the information that I have 
received in writing from Mr. Nunan’s physicians, Mr. DeWind. 

Mr. DeWinpv. Who is that, Mr. Burke? 

Mr. Burke. Mr. Nunan’s family physician, the first one I have 
reference to, is Dr. Robert C. Nevins, of Little Neck, Long Island: and 
I am also making reference to a consulting cardiologist who was called 
in in Mr. Nunan’s case about 2 weeks ago, Dr. Eugene Calvelli, of 
Port Washington, N. Y. 

Mr. DeWrnp. Mr. Burke, do you have statements or affidavits from 
either or both of these doctors ? 

Mr. Burke. Yes, I have letters from Dr. Nevins, together with a 
letter addressed to Dr. Nevins by Dr. Calvelli, as to Dr. Calvelli’s 
recommendations concerning this patient. 

Mr. DeWrnp. I assume that you do not wish to testify here, but 
simply to make a statement on behalf of your client ? 

Mr. Burke. Yes; I merely wish to make a statement on behalf of my 
client, if I may; and, if permissible, incorporate these letters of the 
physicians in the subeommittee’s records so as to explain the more or 
less enforced absence of the witness, temporarily. 

Mr. DeWrnp. Mr. Chairman, I would suggest that any testimony 
concerning Mr. Nunan’s physical condition should come from his 
physician. Now, the committee might wish to receive any written 
statements by the doctors, but surely not Mr. Burke's opinion as to 
Mr. Nunan’s medical health condition. 

Chairman Kine. Restrict yourself, Mr. Burke, to the letters from 
the physicians with respect to Mr. Nunan’s condition. 

Mr. Burke. Very well, sir. 

May I read portions from the letters at this time ? 

Chairman Kine. You may read it all, if they are not too lengthy, if 
you wish. 

Mr. Burke. Dr. Nevins furnishes me with a letter dated April 5, 
1952, stating: 

I was called to see Mr. Joseph Nunan on March 31, 1952, at his home. He 
was complaining of precardial pains radiating down the left arm, general nerv 
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ousness, headache, inability to sleep. Examination showed a highly keyed up 
individual, blood pressure 210/120. A sedative injection of morphine was ad- 
ministered and patient was ordered to bed. 

Mr. Nunan was seen by me the following day, with little general improvement 
in his condition and hospitalization was advised. On the evening of April Ist, 
he experienced a constriction of the chest and broke out in perspiration. The 
pain required an injection of morphine to relieve same. After a night’s rest 
he was ordered to Roslyn Park Hospital and entered same on April 3rd. Mr 
Nunan was seen by a cardiac consultant, Dr. Eugene Calvelli on April 3rd. At 
the time of the examination by the consultant the patient’s blood pressure was 
218/140, a marked state of nervous tension was noted. * * * An electro 
eardiograph was done which showed marked left ventricular hypertrophy with 
severe left heart strain. * * * 

Mr. Nunan has been put at complete bed rest under sedation, a nurse in attend- 
ance. Various tests including complete blood chemistry, X-ray of gall bladder 
and salt-free diet plus sedatives were ordered. At the present time— 
that is April 5— 
the patient is still undergoing further tests. Mr. Nunan will be required to be 
at complete bed rest under sedatives for a period of 2 to 3 weeks. He is in no 
condition to be removed from the hospital and any strain or emotional stress 
at this time might endanger his life. 

The medical diagnosis is hypertensive heart disease with coronary sclerosis 
and insufficiency. 

Very truly yours, 
R. C. Nevins, M. D. 

Mr. Kean. Is that all of the letter? 

Mr. Burke. That is all of that letter, of April 5; yes, sir. 

The next letter is dated April 17, 1952, also from Dr. Nevins, ad- 
dressed to myself, and it says: 


I enclose herewith a report I received from Dr. Eugene Calvelli, the consulting 
cardiologist on Mr. Joseph Nunan. 

For your information I might mention that I have had Mr. Nunan under 
intermittent treatment for hypertension and coronary sclerosis for the past 10 
years. In February 1948 I had Mr. Nunan hospitalized for these complaints at 
Roslyn Park Hospital, incidently the same hospital that he is in during this 
present illness. I feel as Dr. Calvelli, that Mr. Nunan is in no condition to 
testify at this time, to force him to do so would be at the risk of his health. 


Very truly yours, 
R. C. NEVINS. 


Now, enclosed with that letter—and this is the last communication 
I have—was a letter from Dr. Calvelli, addressed to Dr. Nevins: 


Dear Dr. Nevins: Enclosed is the electrocardiogram of your patient Mr. 
Joseph Nunan. 

His electrocardiogram continues to show myocardial disease and a left ven- 
tricular strain pattern incident to his hypertension. There are no changes 
indicative of a recent or old myocardial infarct. Both the auriculoventricular 
and intraventricular conduction time continue to be normal. The QT interval 
shows a striking improvement and likewise the QT/TQ ratio. 

Our main concern at the present time is to assist him in further improving 
his cardiac reserve and to see the effect on his heart on resumption of his 
activities. I would suggest that he gradually increase his activities and that he 
be carefully watched for any ill effects as a result of this. I would strongly rec- 
ommend a period of at least 2 or 3 weeks more of mental and physical rest. 


This letter is dated April 16, I might interpolate. 


As you know, he still had some pains in his chest up to a few days ago. It 
is possible that these pains may be of extra cardiac origin. Since these pains 
might also be a manifestation of coronary insufficiency, it would seem extremely 
wise to postpone his business in Washington for at least 2 or 3 weeks to help 
increase his cardiac reserve. One would expect that this business will produce 
considerable emotional stress and strain and this could very well be a hazard 
and a danger in inducing a myocardial infarct. It would also seem wise that 
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he be under some medical supervision while he is in Washington attending to 
business, to avoid any possible such catastrophe. 
> * * . * * o 


I would also like to recommend an X-ray of the dorsal spine and a re-X-ray 
of the heart to rule out more definitely the possibility of a recent dissecting 
thoracic aneurysm. 

Mr. Nunan still shows emotional stress as evidenced by fluctuating blood 
pressure between 190 and 140 systolic and 112 diastolic. 

Chairman Kine. Does that complete the statements of the physi- 
cians, Mr. Burke? 

Mr. Burke. I beg your pardon? 

Chairman Kine. That completes the statements? 

Mr. Burke. That completes the communications of the physicians, 
yes: Mr. Chairman. 

May I say, Mr. Chairman, with respect to the consulting cardiol- 
ogist whose letter I have read, Dr. Calvelli, that he is the chief of 
cardiology at the Meadowbrook Hospital, Long Island, and cardiol- 
ogist at the Nassau General Hospit: al and St. Joseph North Country 
Community Hospital, Glen Cove, Long Island, oa he is an associate 
of the hematopological clinic at Bellevue. He is listed as a specialist 
in cardiology, and is a member of the Kansas State and American 
Medical Associations. 

Neither I nor Mr. Nunan, if I may say so, had any acquaintance or 
knowledge of Dr. Calvelli prior to his being called in on this case 
about 2 weeks ago. 

Mr. DeWrnp. How can you testify as to that, Mr. Burke? 

Mr. Burke. I don’t suppose it is testimony, since I am not sworn, 
but I merely wanted to inform the subcommittee of that fact. 

Mr. DeWexp. You do not even know of your own knowledge what 
prior acquaintanceship Mr. Nunan may or may not have had with 
Dr. Calvelli? 

Mr. Burke. The only knowledge I had was what I have learned 
from the parties concerned. 

Mr. DeWrnp. Mr. Chairman—— 

Mr. Burke. May I add one thing? 

Chairman Kine. You may. 

Mr. Burke. I was about to say that since these physicians so 
strongly recommend a further period of recovery for Mr. Nunan, as 
they say of 2 or 3 weeks, I wanted on his behalf to ask the indulgence 
of the subcommittee to permit him to appear here, say, 2 weeks ‘from 
now rather than today, in view of the advice that these physicians 
have given as to the danger involved. 

Mr. DeWrnp. Mr. Chairman, in that connection, could Mr. Burke 
be asked to submit copies of these letters now to be made a part of 
our record? 

Chairman Krne. Would you do that? 

Mr. Burke. I have photostatic copies here, if they are satisfactory. 

(The letters referred to are as follows:) 

LitrLe Neck. Lone Istanp, April 5, 1952. 
To Whom It May Concern: 

I was called to see Mr. Joseph Nunan on March 31, 1952, at his home. He was 
complaining of precardial pains radiating down the left arm, general nervous- 
ness, headache, inability to sleep. Examination showed a highly keyed-up in- 
dividual, blood pressure 210/120. A sedative injection of morphine was ad- 
ministered and patient was ordered to bed. 
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Mr. Nunan was seen by me the following day, with little general improvement 
in his condition and hospitalization was advised. On the evening of April 1, 
he experienced a constriction of the chest and broke out in perspiration. The 
pain required an injection of morphine to relieve same. After a night’s rest he 
was ordered to Roslyn Park Hospital and entered same on April 3. Mr. Nunan 
was seen by a cardiac consultant, Dr. Eugene Calvelli, on April 3. At the 
time of the examination by the consultant the patient’s blood pressure was 
218/140, a marked state of nervous tension was noted. No precardial pain was 
present at this time. An electrocardiograph was done which showed marked 
left ventricular hypertrophy with severe left heart strain. No evidence of actual 
coronary thrombosis was noted. 

Mr. Nunan has been put at complete bed rest under sedation, a nurse in at- 
tendance. Various tests including complete blood chemistry, X-ray of gall 
bladder and salt-free diet plus sedatives were ordered. At the present time 
the patient is still undergoing further tests. Mr. Nunan will be required to be 
at complete bed rest under sedatives for a period of 2 to 3 weeks. He is in no 
condition to be removed from the hospital and any strain or emotional stress at 
this time might endanger his life. 

The medical diagnosis is hypertensive heart disease with coronary sclerosis 
and insufficiency. 

Very truly yours, 
R. C. NEVINS. 


LirTLe NECK, Lone ISLAND, April 17, 1952. 
Mr. RicHArpD BURKE, 
60 Wall Street, 
New York City. 

Dear CoUNSELOR: I enclose herewith a report I received from Dr. Eugene Cal- 
velli, the consulting cardiologist on Mr. Joseph Nunan. 

For your information I might mention that I have had Mr. Nunan under 
intermittent treatment for hypertension and coronary sclerosis for the past 10 
years. In February 1948 I had Mr. Nunan hospitalized for these complaints at 
Roslyn Park Hospital, incidently the same hospital that he is in during this 
present illness. I felt as Dr. Cavelli, that Mr. Nunan is in no condition to 
testify at this time, to force him to do so would be at the risk of his health. 

Very truly yours, 
R. C. NEVINS 


EvuGeNe CALvewui, M. D., F. A. C. P.. 
114 Port WASHINGTON BOULEVARD, 
Port Washington, N. Y., April 16, 1952. 
Dr. Rosert C. NEVINS, 
Little Neck, Long Island, N. Y. 

Deak Dr. Nevins: Enclosed is the electrocardiogram of your patient Mr. 
Joseph Nunan. 

His electrocardiogram continues to show myocardial disease and a left ven- 
tricular strain pattern incident to his hypertension. There are no changes in- 
dicative of a recent or old myocardial infarct. Both the auriculoventricular 
and intraventricular conduction time continue to be normal. The QT interval 
shows a striking improvement and likewise the QT/TQ ratio. 

Our main concern at the present time is to assist him in further improving 
his cardiac reserve and to see the effect on his heart on resumption of his ac- 
tivities. I would suggest that he gradually increase his activities and that he 
be carefully watched for any ill effects as a result of this. I would strongly 
recommend a period of at least 2 or 3 weeks more of mental and physical rest. 

As you know, he still had some pains in his chest up to a few days ago. It 
is possible that these pains may be of extracardiac origin. Since these pains 
might also be a manifestation of coronary insufficiency, it would seem extremely 
wise to postpone his business in Washington for at least 2 or 3 weeks to help 
increase his cardiac reserve. One would expect.that this business will produce 
considerable emotional stress and strain and this could very well be a hazard 
and a danger in inducing a myocardial infarct. It would also seem wise that he 
be under some medical supervision while he is in’. Washington attending to his 
business, to avoid any possible such catastrophe. 

On my clinical examination, I found no evidence of congestive heart failure 
or pulmonary infarction; neither did he show any changes suggestive of a dis- 
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secting thoracic aneurysm. He still shows emotional stress as evidenced by 
fluctuating blood pressure between 190 and 140 systolic and 112 diastolic. 

I would also like to recommend an X-ray of the dorsal spine and a re-X-ray 
of the heart to rule out more definitely the possibility of a recent dissecting 
thoracic eneurysm. 

I would be happy to see Mr. Nunan again any time you so desire. 

Thank you for the privilege of again seeing Mr. Nunan. 

Sincerely yours, 
EUGENE CALVELLI. 

Chairman Kine. With disorders of this sort, what reasons has 
this committee to feel that Mr. Nunan will be fit to appear here as a 
witness 2 weeks from now, or 2 months from now? Is this not sup- 
posed to have been a long-standing complaint 4 

Mr. Bourke. It is a long-standing complaint, yes, sir, which is of a 
deteriorating nature, and recurs occasionally. 

In direct answer to your question as to what reason the subcommit- 
tee would have to suppose that he would be able to be here 2 weeks 
from now, what I can say is that the only reason that he is not here 
today—and he is perfectly willing and anxious to comply with the 
directions of this subecommittee—the only reason is that the cardi- 
ologist says that there should be a period of 2 or 3 weeks from April 
16 to increase his cardiac reserve before he appears here, so that I see 
no reason to suppose that he would not be able to appear at the end 
of the period that the cardiologist recommends. 

Mr. DeWinp. Mr. Chairman, on April 8, 1952, at the request of the 
subcommittee, Dr. George H. Roberts, of 79 Pierpont Street in Brook- 
lyn, examined Mr. Nunan, and Dr. Roberts submitted a report to the 
committee dated April 9, 1952. I ask that that report be made a part 
of our record at this point. 

Chairman Krnge. If there is no objection, that will be done. 


(The report referred to is as follows :) 
Grorce H. Roserts, M. D., 
79 PIERREPONT STREET, 
Port Washington, N. Y., April 16, 1952. 


The Honorable ADRIAN DeEWIND, 
Chief Counsel, House Ways and Means 
Subcommittee on Administration of the Internal Revenue Laws, 
New House Office Building, Washington, D. C. 
Re Mr. Joseph D. Nunan, 604 Shore Road, Douglaston, L. I. 

Dear Mr. DeEWIND: At your request, I examined Mr. Nunan at the Roslyn 
Park Hospital, Roslyn, N. Y., on Tuesday, April 8, at 10 a. m. Dr. Robert Nevins, 
Mr. Nunan’s personal physician, was away, and I was met at the hospital by 
Dr. Fred Buse, who was temporarily in charge of the patient. Dr. Buse turned 
over the hospital record to me for inspection and then introduced me to Mr. 
Nunan, leaving almost immediately for another appointment. 

The following history was given me by Mr. Nunan: He stated that he had been 
in good health until a little more than 2 years ago, when a medical examination 
disclosed an elevated blood pressure. Prior to that, the only illnesses he thought 
important enough to recall were surgical; his appendix was removed about 15 
years ago, and in 1914, a tonsillectomy was performed. His hypertension was 
not productive of symptoms until about a year ago, when he began to experience 
occasional episodes of dizzyness, not associated with headache, nausea, or head 
noise. The dizzyness has been mild, amounting only to a sensation of light- 
headedness and unsteadiness, He developed nocturia about 6 months ago, and 
is compelled to void about twice each night. His present weight is 206 pounds. 
The range for the past few years has been from 196 to 210 pounds. For 2 weeks 
prior to his hospital admission, he said that he had been feeling poorly without 
definite symptoms. On Tuesday, April 1, he developed pain over the front of 
his chest, radiating into the left arm. He was uncomfortable all that day 
because of intermittent pain. He was visited by Dr. Nevins, who also saw him 
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on the following day. He continued to have chest pain at intervals and, on 
April 3, he was admitted to the Roslyn Park Hospital. Since coming into the 
hospital, he has been comfortable and has had no recurrence of the severe pain 
which led to his admission. 

I obtained the following information from the hospital record: Dr. Robert 
Nevins, in a brief admission note, stated that he examined Mr. Nunan on Tues- 
day, April 1. He found him complaining of chest pain extending to his left 
arm ; blood pressure 200/120. He gave him morphine sulfate and saw him again 
on the following day. The chest pain was still present, and the blood pressure 
unchanged. He advised that he enter the hospital, as a case of “possible coro- 
nary occlusion.” Dr. Alfred Calvelli, a specialist in cardiovascular disease, 
examined Mr. Nunan in the hospital at the request of Dr. Nevins. In Dr. Cal- 
velli’s notes on the chart, a systolic murmur was described at the aortic-valve 
area. The patient’s blood pressure was reported to be 216/140. An eiectro- 
cardiogram was interpreted as showing left ventricular hypertrophy and left 
ventricular strain. Dr. Calvelli advised rest and a low-salt and low-caloric diet. 
Using the New York Heart Association classification code, he expressed the 
opinion that Mr. Nunan had hypertensive and arteriosclerotic heart disease, car- 
diac enlargement, regular rhythm, and that his functional classification was II; 
(“Patients with a cardiac disorder with slight to moderate limitation of physical 
activity. Ordinary physical activity causes discomfort.”). He assigned him a 
therapeutic classification of C: (“Patients with a cardiac disorder whose ordi- 
nary physical activity should be moderately restricted and whose more strenu- 
ous habitual efforts should be discontinued”). 

The laboratory data in the hospital record included a complete blood count, 
urine analysis, and the chemical determination of the blood nonprotein, nitrogen, 
urea, and blood sugar. The hemoglobin, red- and white-cell counts were all 
slightly elevated, suggesting hemoconcentration, possibly the result of dehydra- 
tion. Reported blood-chemistry values were within normal limits. Urine, albu 
man 1 plus and occasional hyaline and granular casts, according to the analysis 
in the record. 

Drug therapy, as recorded, consisted of phenobarbital and seconal, which are 
sedatives belonging to the barbiturate group, and veratrine, a drug used to lower 
blood pressure. 

During my examination, Mr. Nunan was cooperative and apparently com- 
fortable throughout. He was a heavily built, moderately obese man in bed in a 
semirecumbent position. 

The essential findings were as follows: Eyes, pupils regular, equal, and 
active: extraocular movements without defect ; retinae, moderate vascular scler- 
osis with A—V nicking; no hemorrhage, no exudate. Mouth, no relevant findings. 
Neck, thyroid not palpable; no significant adenopathy. Heart, regular, clear 
sounds: blood pressure 168/104; the left border was palpated at the apex about 
2 centimeters outside of the midclavicular line, suggesting enlargement of the 
left ventricle. The lung bases were clear, the liver was not palpable, and there 
was no peripheral edema or cyanosis. Electrocardiogram: Sinus rhythm; rate 
69; PR .2; left axis deviation; ST depressed in Leads 1 and 2, and V5 and 6; 
T negative in Lead 1, AVL, and V5 and 6; interpretation; ventricular myocar- 
dial disease: left ventricular hypertrophy; there is no evidence of coronary 
occlusion or myocardial infarction. 

Mr. Nunan has hypertensive heart disease with a moderate degree of cardiac 
enlargement and a typical electrocardiographie pattern. There is no evidence 
that he has had a coronary occlusion. Dr. Calvelli has classified him as IT C, 
and I think this is a fairly accurate classification. I have explained the meaning 
of this code above. 

The purpose of my examination was to enable me to form an opinion as to 
Mr. Nunan’s fitness to appear for questioning before the designated subcom- 
mittee on April 21, 1952. I believe that he can do this without great discomfort 
and without serious hazard to himself if his examination is conducted with rea- 
sonable consideration for his illness. He should not be questioned for more than 
2 hours at one time without a rest period, and I do not think that 2 sessions of 
that length should he exceeded to any great extent. His appearance before he 
subcommittee at night should be avoided, if possible. 

Very truly yours, 


Mr. DeWrnp. Mr. Chairman, this report is a three-page report on 
Mr. Nunan’s condition. Dr. Roberts concludes that a classification 
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made by Dr. Calvelli, whichis known as classification 2—-C, is a fairly 
accurate classification, and he then gives his opinion based upon that, 
and he says: 

The purpose of my examination was to erable me to form an opinion as to 
Mr. Nunan’s fitness to appear for questioning before the designated subcom- 
mittee on April 21, 1952. I believe that he can do this without great discomfort 
and without serious hazard to himself if his examination is conducted with 
reasonable consideration for his illness. He should not be questioned for more 
than 2 hours at one time without a rest period, and I do not think that two 
sessions of that length should be exceeded to any great extent. His appearance 
before the subcommittee at night should be avoided, if possible. 

That is the entire conclusion in Dr. Roberts’ report. 

Chairman Krng. I believe it is evident, Mr. Burke, that the com 
mittee is left in somewhat a questionable position with respect to the 
condition of Mr. Nunan, as to whether or not this committee should 
consider obliging Mr. Nunan to appear before it. However, I would 
suggest that whatever will be the disposition of the matter will be 
taken up in an executive session. 

Mr. Curtis. I would like to ask a question or two, Mr. Burke. I 
am sorry that I came in the room just a little bit late. 

In this statement that you read, from Mr. Nunan’s own doctor, 
does he in that statement make the direct statement that an appear- 
ance before this committee would endanger the life of Mr. Nunan? 

Mr. Burke. In one of the statements which I read, which was the 
statement of Mr. Nunan’s personal physician, Dr. Nevins, he made 
the statement, and I think I did read that before you came into the 
room, Congressman, that on April 5 of this year Mr. Nunan’s con- 
dition was such that any strain or emotional stress might endanger 
his life, using those as specific words. 

In the later communication, more recent in date, that I read, dated 
April 17, Dr. Nevins stated that for Mr. Nunan to testify at this time 
would be at risk to his health. 

Mr. Curtis. Risk to his health, and that is the same doctor who 
made the earlier statement ¢ 

Mr. Burke. That is the same one; yes, sir. And Dr. Calvelli, the 
cardiologist who had been called into consultation, in his letter says, 
“One would expect that this business”—referring to testifying before 
the subeommittee—“will produce considerable emotional stress and 
strain, and this could very well be a hazard and a danger in inducing 
a myocardial infarct.” In that letter, Dr. Calvelli recommended, 
therefore, that what he calls “this business in Washington” be post- 
poned for 2 or 3 weeks. 

Mr. Curtis. Did Dr. Calvelli say here that an appearance here 
would endanger Mr. Nunan’s life? 

Mr. Burke. He does not use those precise words, Congressman, and 
he says it would “be a hazard and a danger in inducing a myocardial 
infarct.” which is a heart attack. That is a medical term for a heart 
attack. 

Mr. Curtis. In other words, the last communication from Dr. 
Nevins, the last communication from Dr. Nevins and the heart 
specialist, as well as the Public Health doctor, none of those three 
letters take the position that an appearance here would endanger 
his life, do they ? 

Mr. Burke. Would endanger his life, you say ’ 

Mr. Curtis. Yes. 
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Mr. Burke. I think, Congressman, thaf that calls for an interpreta- 
tion of the meaning of the statement by Dr. Calvelli that there would 
be a hazard and a danger of inducing a heart attack. To me that 
would seem to be endangering a person’s life, but in that respect I 
ama layman. But I had always assumed that if you caused a heart 
attack on a person it does endanger their life. But they do not use 
those specific words, it is true. 

Mr. Curtis. Well, those would be the right words to use if that 
was the situation, would they not? As a matter of practice, before 
courts and in other proceedings, where there is a test, that is the test, 
is it not? 

Mr. Burke. No; I shouldn’t say that that was so, Congressman, 
with all respect. I would think the test is whether there is danger 
either of endangering the witness’ life, or of damaging his health; 
and in either of those events, courts do not require the appearance 
of a witness. 

Mr. DeWinp. Mr. Curtis, in Dr. Roberts’ report, this 2—-C classifica 
tion that Dr. Calvelli assigned to Mr. Nunan is explained by Dr. 
Roberts, and he says the classification 2 in the New York Heart Asso 
ciation Classification Code means “Patients with a cardiac disorder 
with slight to moderate limitation of physical activity. Ordinary 
physical activity causes discomfort, and that is the diagnosis classifi- 
cation.” The therapeutic classification of “C” means “Patients with 
a cardiac disorder whose ordinary physical activity should be mod- 
erately restricted and whose more strenuous habitual efforts should 
be discontinued.” 

That is the 2-C classification that Mr. Nunan’s own doctor assigned 
to him, and that Dr. Roberts agreed with and said that that should 
not prevent testifying. 

Mr. Curtis. That could include almost anybody over a certain age 
whose habits of living were not of the athletic type. 

Mr. DeWrnp. Mr. Burke, in nothing that you have read there was 
there any indication, I believe, that subsequent to April 8, 1952, when 
Dr. Roberts examined Mr. Nunan, anything occurred adverse to Mr. 
Nunan’s health. 

Mr. Burke. Yes, if you will pardon me, Mr. DeWind, in Dr. 
Calvelli’s letter he mentions the fact, on April 16, that Mr. Nunan 
still was suffering from pains in the chest, up to a few days ago. 

Mr. DeWrnp. Was that where he expressed the view that those 
pains might relate to something else other than heart disease, and 
might be induced by other causes ? 

Mr. Burke. He says they might be of extra cardiac origin. 

Mr. DeWinp. Having nothing to do with the heart ¢ 

Mr. Burke. Might be. And he said they might also be a manifesta 
tion of coronary insufficiency. 

Mr. DeWinp. I think you referred to the blood pressure there as 
now being from 140 to 190. 

Mr. Burke. From 190 to 140, yes, systolic. 

Mr. DeWinp. And the blood pressure has been very sizably reduced 
from the first reading? 

Mr. Burke. The blood pressure has been reduced, that is right, 
from the very high blood pressure of 218, to 190. He was in the 
hospital, in bed, for 17 days, at the time this letter was written. 
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Mr. DeWixv. Now, Dr. Roberts found a blood pressure of 168 
systolic, 104 diastolic ; so that on April 8 the blood pressure was already 
well down. 

Mr. Burke. It fluctuates. 

Mr. DeWinp. Mr. Burke, on April 21 you addressed a letter to this 
committee which was received on April 22, and I talked with you on 
the telephone on the evening of April 21. 

Now, prior to that time, there had been no communication to this 
committee that Mr. Nunan would not appear pursuant to the subpena, 
is that correct / 

Mr. Burke. Well, 1 believe that I had a conversation with you, 
Mr. DeWind, if I am not mistaken. 

Mr. DeWrnp. On the night of April 21, in which you indicated 
that you were applying for a deferment of his appearance. 

Mr. Burke. Yes, but I thought that 1 had a conversation with you 
prior to that, around April 3 or April 4, shortly after Mr. Nunan’s 
entry into the hospital, and it may have been with the chief invest) 
cator of the committee to hand on to you, I have forgotten which. 

Mr. DeWinp. This subpena that Mr. Nunan was under was served 
on April 10, 1952; and between April 10, 1952, and the evening of 
April 21, there was no communication indicating that Mr. Nunan 
would not appear, is that right ¢ 

Mr. Burke. That is correct. 

I might say, in explanation of that, that cardiograms were still 
being taken, and I did not receive this report from Dr. Calvelli, the 
cardiologist, until Monday of this week. 

Mr. DeWrnp. I simply wanted to point out that, prior to the time 
that Mr. Nunan was supposed to be here under this subpena, there was 
no opportunity given to this committee to consider an application for 
deferring his appearance. 

Mr. Burke. No, there was not, because I didn’t know that it would 
be necessary to make such an application. 

Mr. DeWinv. Now, of course, as a result of that, there was no oppor 
tunity given to this committee to make a subsequent medical examina 
tion of Mr. Nunan to check on his present condition. 

Mr. Burke. No opportunity—well, I assume that the committee 
can make such an examination at any time. I am sure that Mr. 
Nunan would have no objection. 

Mr. DeWinxp. Where is Mr. Nunan at the present time ? 

Mr. Burke. He is now at home. 

Mr. DeWinv. When did he leave the hospital? 

Mr. Burke. I believe he left the hospital Sunday, that is, this past 
Sunday. 

Mr. DeWrnp. Outside of this one matter that you have mentioned 
here of continuing pains in the chest up to April 16, the cause of 
which has not been established, there was nothing, no other develop- 
ment in Mr. Nunan’s condition, that was adverse in any way; is that 
right ¢ , 

Mr. Burke. Well, I would say that the fluctuating blood pressure 
between 190 and 140 systolic is adverse, and it is not as bad as having 
218 blood pressure. 

Mr. DeWrnp. Is that a statement of opinion on your part? 

Mr. Burke. Well, surely. You asked me the question, and I am 
giving you my opinion. 
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Mr. DeWinp. Well, is it also your opinion that a great many people 
pursue normal lives all of the time with blood pressure in that range ‘ 

Mr. Burke. Well, when you speak of “normal lives,” if you still 
want my opinion—and I am, of course, no physician—I don’t think 
that they do pursue normal lives. I think that they restrict their 
activities. 

Mr. DeWinp. Mr. Chairman, I think there is no good in engaging 
in exchange of medical opinion with Mr. Burke. Dr. Calvelli is not 
here, is that correct ? 

Mr. Burke. No, he is not. 

Mr DeWinp. And Dr. Nevins is not here? 

Mr. Burke. No. 

Mr. DeWinpb. You did not seek to bring either one of these doctors 
here / 

Mr. Burke. No, I did not. 

Mr. DeWtnp. To support this opinion? 

Mr. Burke. I did not do that; no, sir. 

Mr. DeWinpv. That is all, Mr. Chairman. 

Chairman Kine. You may be excused, Mr. Burke. 

It would appear that our executive session will probably encroach 
on a field in which none of us seem to be competent to make determina- 
tions. It is unfortunate that these two physicians of repute in a com- 
munity cannot agree as to the fitness of a witness to come down to 
Washington and testify. One states it will not endanger his health, 
and it will be quite all right to have him for a period of 4 hours; and 
the other one states that he should not be disturbed. So with that. 
we will have the next witness. 

You may be excused, Mr. Burke. I might add, Mr. Burke, that 
Mr. Nunan, your client, is still under subpena to this committee, and 
we would appreciate, if it is possible in the next instance, that you 
keep the committee advised and not allow us just 2 days prior to his 
ippearance under the subpena to be told that he will not be here. It 
dloes inconvenience the committee considerably to have its prograh 
upset at the last moment. 

Mr. Burke. I certainly will, Mr. Chairman, and I regret the in 
convenfence. 

Chairman Kine. The subcommittee will have a short recess. 

(Short recess. ) 

Chairman Kine. The subcommittee will be in order. 

Will you come forward, Mr. Burke? Will you be seated ¢ 

The subcommittee has decided to have an immediate reexaminatio! 
of your client, Mr. Nunan, by Dr. Roberts. The subcommittee the: 
will, following a further report from Dr. Roberts, determine what, 
if any, action they feel they should take with respect to Mr. Nunan’s 
failure to appear here this morning. 

As I believe you know or realize, Mr. Burke, we have here two opin 
ions of physicians with respect to Mr. Nunan’s physical condition 
We certainly do not want to be unreasonable or act in haste in the 
situation, but the subcommittee has had considerable experience wit) 
this sort of thing in the past, and we are naturally a little sensitive to 
it. We certainly do not want to vote to cite a man who is ill, with 
contempt of this committee. However, whether or not such citatio: 
will be recommended will be determined in large part by the conclu 
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sions of the next examination of Mr. Nunan, which we hope to have as 
soon as possible. 

Very well. 

Mr. Burke. Thank you. 

Chairman Krve. Plus the further observation to Mr. Burke that 
Mr. Nunan is not excused. As you undoubtedly know, he is still 
under the process of the subpena. 

Mr. Bourke. Very well, sir. 

Chairman Kine. Very well. 

Mr. Carnes and Mr. Saldana, will you come forward, please ? 

Will each of you gentlemen be sworn, please ? 

Do you solemnly swear the testimony you will give will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Carnes. I do. 

Mr. Saupana. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF WILLIAM B. CARNES, SPECIAL AGENT, INTEL- 
LIGENCE DIVISION, BUREAU OF INTERNAL REVENUE; AND 
ANDRES M. SALDANA, INTERNAL REVENUE AGENT, SECOND 
DISTRICT OF NEW YORK, BUREAU OF INTERNAL REVENUE 


Mr. DeWinv. Would you give your full name for the record, Mr. 
Carnes / 

Mr. Carnes. William B. Carnes, C-a-r-n-e-s. 

Mr. DeWinp. What is your position with the Bureau of Internal 
Revenue, Mr. Carnes? 

Mr. Carnes. I am a special agent, Intelligence Division. 

Mr. DeWinp. Could you briefly relate the history of your experi- 
ence with the Bureau of Internal Revenue, the positions you have 
held ¢ 

Mr. Carnes. I came to the Bureau of Internal Revenue as a special 
agent. transferring from another Government agency, in 1946. 

Mr. DeWinp. You have been a special agent of the Bureau, then, 
for 6 years ¢ 

Mr. Carnes. That is right. 

Mr. DeWinp. Where are you regularly assigned to duty? 

Mr. Carnes. Atlanta, Ga. 

Mr. DeWinp. Could you perhaps pull the microphone a little closer 
and speak a little louder? It is not possible to hear yoti too well up 
here. 

Mr. Saldana, would you give your full name, please ? 

Mr. Satpana. Andres M. Saldana, A-n-d-r-e-s M. S-a-]-d-a-n-a. 

Mr. DeWinp. What is your position with the Bureau of Internal 
Revenue / 

Mr. Satpana. Internal revenue agent, second district of New York. 

Mr. DeW inp. How long have you been employed by the Bureau ? 

Mr. SaLpana. Since December 1, 1944. 

Mr. DeWrnp. And during all of that period, have you been an 
internal revenue agent in New York City ¢ 

Mr. Savpana. I have. 

Mr. DeWrnp. Mr. Carnes, both you and Mr. Saldana have been as- 
signed to conduct an investigation of Joseph D. Nunan, Jr., in con- 
junction with the work of this committee, have you not ? 
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Mr. Carnes. That is correct. 

Mr. DeWrnp. When were you assigned to that investigation ¢ 

Mr. Carnes. I was assigned to Mr. Nunan’s investigation October 
15, 1951. 

Mr. DeW rnp. And both you and Mr. Saldana have been working 
on that investigation continuously since that time / 

Mr. Carnes. That is correct. 

Mr. DeWinpv. Could you please describe, Mr. Carnes, the general 
nature of the investigation that you have made of Mr. Nunan? 

Mr. Carnes. The general nature was to look into Mr. Nunan’s ac 
tivities while he was Commissioner of Internal Revenue, and to in 
vestigate his financial transactions for the*period 1945 through 1950. 

Mr. Kroen. May I interrupt you there, Mr. Carnes‘ Was the type 
of investigation which you conducted the usual type that is conducted 
vhere there is some evidence of or suspicion of fraud ¢ 

Mr. Carnes. No. As I understand, I was told to cooperate with 
the King committee in their investigations, and the investigation 
would not be the normal type. In other words, usually there is some 
reason to start an investigation. 

Mr. Krocu. I am sorry, I can not hear you. 

Mr. Carnes. I say, normally there is some reason to start an in- 
vestigation: and as far as this is concerned 

Mr. Krocu. I am not directing my question to the motives that 
might have prompted the commencement of any investigation. I am 
simply asking you whether you conducted the type of investigation 
that you, as special agent, generally conduct in fraud cases ? 

Mr. Carnes. I would say yes. 

Mr. DeWinp. Your investigation covered the years 1945 to 1950, 
inclusive, Is that right? 

Mr. Carnes. That is correct. 

Mr. DeWtxpv. Did your investigation cover a complete check on 
all of Mr. Nunan’s financial affairs to the extent that records were 
available or information could be obtained from any sources ¢ 

Mr. Carnes. That is correct. 

Mr. DeWrnp. Did you talk with Mr. Nunan in the course of your 
investigation and question him concerning any of his financial affairs ? 

Mr. Carnes. We did, at the beginning ‘of the investigation, yes, sir. 

Mr. DeWinp. Did Mr. Nunan answer the questions that were put 
to him by either you or Mr. Saldana ‘ 

Mr. Carnes. He answered in a fashion, yes. 

Mr. DeWixp. What do you mean by “He answered in a fashion’ 

Mr. Carnes. Well, he didn’t have too much information to give us. 
For an example, naturally we wanted his bank statements and canceled 
checks, and he did not produce these canceled checks; and we would 
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ask 

Mr. Kean. Will you talk a little louder? I cannot hear you. 

Mr. Carnes. I am sorry, sir. 

And questions we put to him, some he readily answered and some 
he didn’t. 

Mr. DeWinp. Do I understand Mr. Nunan told you he had no can- 
celed checks and bank statements ? 

Mr. Carnes. That is correct. 

Mr. DeWinp. How did that come about? What did he say about 
his canceled checks and bank statements ? 
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Mr. Carnes. Mr. Nunan said that the canceled checks and bank 
statements had been destroyed, and he indicated that they were 
destroyed as they were received, and he would go through his bank 
statements and checks and examine the checks that pertained to him 
personally, and he would turn the bank statements and the balance of 
the checks over to Mrs. Nunan, and she would examine them, and then 
destroy them. 

Mr. Kean. Along that line, if I may iaterrupt, in your work as 
internal revenue agent do you find that people who have nothing to 
hide customarily immediately destroy their bank checks and their 
statements ¢ 

Mr. Carnes. No, sir, I have found the reverse: that even people 
that have something to hide still have their canceled checks and bank 
statements. 

Mr. Kean. People who have nothing to hide do keep their cancel dl 
cheeks and bank statements / 

Mr. Kroeu. Did you not answer that, in the reverse, people who 
have something to hide have records ¢ 

Mr. Carnes. Generally: some do. 

Mr. DeWinp. Did Mr. Nunan say this was a regular course of 
conduct on his part, to destroy canceled checks as soon as the bank 
returned them / 

Mr. Carnes. That is what he indicated, yes, sir. 

Mr. DeWinp. He said that he had done that over a period of years, 
or Was that a practice he had adopted recent ly 4 

Mr. Carnes. I don't recall his exact answer on whether it was a 
practice he had adopted res ently, or not. 

Mr. DeWinv. In any event, his records did not include any canceled 
checks or bank statements: and did he have any other personal ban! 
records or books of account / 

Mr. Carnes. As you know, he was a member of two separate law 
firms, and he informed those firms to make everything available to 
us in the way of records and financial statements. 

Mr. DeWinpb. That is. the law firm records were available, but he 
had no personal records ¢ 

Mr. Carnes. No personal records. 

Mr. DeWinp. Where did Mr. Nunan maintain his checking account / 

Mr. Carnes. The Irving Trust Co., New York City. 

Mr. DeWinpb. Did that bank make Recordac copies of checks during 
the period that your investigation covered ¢ 

Mr. Carnes. They did for a 4-month period of the 6-year period. 
The bank explained that when the atomic scare came up, it was in 
September of 1950 that they started taking microfilm or Recordac 
pictures of the customers’ checks. 

Mr. DeWinp. So that for all but the last four months of the period, 
there are ho Recordac copies of checks available ¢ 

Mr. Carnes. That is correct. 

Mr. DeWinv. Well, now, what sources of records were you able to 
find of financial transactions by Mr. Nunan during this period from 
1945 to 1950¢% I assume that you have found copies of the bank 
statements: that you kept those from the bank. 

Mr. Carnes. You are speaking of Mr. Nunan’s personal records, 
is that correct / 

Mr. DeWINp. Yes. 
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Mr. Carnes. Mr. Nunan furnished us with photostatic copies of 
his bank statements for a period, I believe, 1948 through 1950, and he 
requested those from the bank himself. The balance of the period, 
we went to the bank and transcribed such records. 

Mr. DeWrnp. Did he have any other financial transactions as to 
which you could find records, such as brokerage accounts ¢ 

Mr. Carnes. Yes, he had brokerage accounts which were available 
at the brokerage houses. As I recall, he gave us a few records, I for- 
get just which account it was on. I believe it was the Peabody 
account. 

Mr. Kean. May I ask a question? You said that the bank state- 
ments you got were from 1948 to 1950? 

Mr. Carnes. From Mr. Nunan, photostatic copies. 

Mr. Kean. What about the bank statements from 1945 to 1948? 

Mr. Carnes. We secured those at the bank itself, by transcribing it. 

Mr. DeWinp. Mr. Carnes, with the bank records that you were able 
to obtain, were you able to check the income that Mr. Nunan reported 
on his tax returns against his bank deposits ? 

Mr. Carnes. Yes, we were; to a very large extent. 

Mr. DeWtnp. Were you able to find evidence in the bank deposits 
that would tie in with the amounts reported as income in the tax 
returns ¢ 

Mr. Carnes. Yes, we were. 

Mr. DeWrnp. Now, in addition to the amounts which tied in with 
the tax returns, did you find any other bank deposits that did not tie 
in with the tax returns? 

Mr. Carnes. Quite a few deposits we could not tie in with the tax 
return. 

Mr. DeWrnp. Did these run over the whole period from 1945 to 
1950? 

Mr. Carnes. That is correct. 

Mr. DeWrnp. Mr. Saldana, I believe you have developed the de- 
tailed information, have you not, concerning unindentified bank de- 
posits during this period ¢ 

Mr. Saupana, That is correct. 

Mr. DeWrnp. Can you tell the committee, for each of the years 
from 1945 to 1950, the amount of any cash deposits that you found 
in the bank records that were not identified and tied in with the tax 
returns ¢ 

Mr. Satpana. For the year 1945, I found $17,250.72 cash, for the 
vear 1946 I found $39,673, for the year 1947 $8,800, for the year 1948 
$15,235, for the year 1949 $11,670, for the year 1950 $6,700, making a 
total of $97,328.72. 

Mr. Curris. You say you found that in cash, deposits of cash for 
that amount ? 

Mr. Satpana. That is correct. 

Mr. DeWinp. These were all cash deposits; and were they all de- 
posited in one account, or did they cover deposits in various places ¢ 

Mr. Saupana. Excuse me. There is one cash payment to an indi- 
vidual included in that total, and a deposit made to the collector of 
internal revenue. All of the rest were banks and the brokerage 
account. 

Mr. Kean. Did you say this included brokerage accounts? 

Mr. Saupana. That is right. 
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Mr. Kean. Not only bank accounts? 

Mr. Satpana. That is correct. 

Mr. DeWinp. Let us deal with some of the detail of that, Mr. 
Saldana. You have mentioned a cash payment to pay income taxes, 
and could you please describe what that transaction was, and how 
you found it ¢ 
* Mr. Saupana. In the year 1945, Mr. Nunan made his estimated tax 
payments in cash in the total amount of $6,600.72. 

Mr. DeWinp. How did you determine that? From the records of 
the collector’s office ¢ 

Mr. Sautpana. That is correct. 

Mr. DeWinp. To which collector’s office was that payment made? 

Mr. Satpana. Brooklyn collector’s office. 

Mr. DeWinp. Well, now, were you able to establish how the cash 
deposit to cover checks was made, and did Mr. Nunan personally 
appear and get a receipt for the cash deposit ? 

Mr. Saupana. I could not find Mr. Nunan’s payments for his esti- 
mated, and I visited the collector’s office; and after analyzing the pay- 
ments for the particular date, the collector showed me the cash re- 
ceipts for that particular date, and the amounts of Mr. Nunan’s pay- 
ment were included in that amount. 

The payment, generally. On June 20, 1945, there was a payment of 
cash, $2,200.24, which corresponded to the amount of Mr. Nunan’s 
estimated payment; and it was—in the collector’s office—it was all cash 
receipts for that particular date. 

On March 12, the collector’s cash sheet for that particular date 
showed $2,200.24. 

The collector’s sheet for December 18, 1945, indicated a cash pay- 
ment of $2,200.24. 

And when I added all of those payirnents together, it added up to 
the total amount which Mr. Nunan claimed on his income-tax return 
as estimated payments. 

Mr. DeWinp. In addition—that is the year 1945—in addition to 
some $6,600 paid in cash for income-tax payments there was a further 
balance of cash deposits in that year, and were those all bank account 
cash deposits in the year 1945? 

Mr. Saupana. That is correct. 

Mr. DeWinp. What was the amount of the cash deposits in the 
bank account ? 

Mr. Saupana. $10,650. 

Mr. DeWinp. Those are all in the year 1945? 

Mr. Saupana. That is correct. 

Mr. DeWinp. Have you any explanation of the source of those 
cash funds in the year 1945, which amount to some $17,200 ? 

Mr. Satpana. No, sir. 

Mr. DeWinp. Did you question Mr. Nunan about the source of the 
cash deposits ? 

Mr. Satpana. No, I did not. I discussed them with Mr. Burke. 

Mr, DeWinpb. Did Mr. Burke give you any explanation ? 

Mr. Saupana. No, he did not. 

Mr. DeWinp. Did he decline to furnish any explanation, or did 
he simply say he could not help you? 

Mr. Sautpana. Well, the day we were in Mr. Burke’s office, Mr. 
Carnes and myself, we explained to him that we had found some 
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cash, and we asked him if he would give us an explanation ; and instead 
of giving it to the committee, to give it to us first. And he did not 
give any answer at all, 

Mr. DeWinp. Mr. Chairman, you will recall that when Mr. Nunan 
appeared in the executive session before this committee he was ques- 
tioned concerning these cash items and declined to make any answer 
to any questions asked as to the source of these cash deposits on the 
vrounds that the answer might tend to incriminate him under the fifth 
tinendment. 

Now, that is the year 1945. In the year 1946, what was the break- 
down of the various amounts f 

Mr. Satpana. Mr. Nunan deposited in his bank account at the 
Irving Trust Co., $10,920 in cash; and Mrs. Nunan opened an account 
at the Bank of Manhattan, at Little Neck, and there is $800 in deposits. 

Mr. Nunan also had a brokerage account at Eisele & King, and he 
deposited in April— = 

Mr. DeWinv. How do you spell Eisele & King? 

Mr. Saupana. E-i-s-e-l-e & K-i-n-g, L-i-b-a-i-r-e, S-t-o-u-t & Co. 

Mr. DeW inp. That is a New York stock brokerage firm ? 

Mr. Saupana. That is correct, 50 Broadway. 

Mr. DeWinp. You say Mr. Nunan deposited $16,700 in cash in that 
brokerage account in 1946 ¢ 

Mr. Saupana. That ts correct. 

Mr. DeW inv. Were there any other items for that year ‘ 

Mr. Saupana. Yes, $11,253. 

Mr. DeWinp. What was that; cash expenditure / 

Mr. Sautpana. That is a cash payment that he gave to Charles 
Gilbert for the purchase of some Gaylord Container stock. We in 
terviewed Mr. Gilbert, and he told us that he received this cash from 
Mr. Nunan. 

Mr. DeWinp. Well, now, in connection with the $16,700 deposited 
in cash in the brokerage account, was not the brokerage house required 
to file TCR forms, information forms, on that deposit ? 

Mr. Satpana, That is correct. 

Mr. DeWinp. Do you know, did the brokerage house make those 
reports, TCR reports ¢ 

Mr. Saupana. I went up to the warehouse and they showed me a 
copy of the T. C. R. in which this amount was reported. 

Mr. DeWtnp. It was reported as a cash deposit by Mr. Nunan? 

Mr. SALDANA. epee to Mr. Nunan’s account, and they did not 
specify who made it; but later when we talked to Mr. Scully, one of 
the partners, he felt ‘that it was Mr. Nunan who came in and made 
the cash deposit. 

Mr. DeWrxp. Are you familiar with the so-called TCR forms? 
What are they ,and how do they work 

Mr. Satpana. The TCR form is a form required by the Treasury 
Department for any person making a cash deposit, either to bank 
accounts or brokerage accounts; and that report is sent, I believe, to 
the Federal Reserve Bank, and it is made up in duplicate or triplicate. 

Mr. DeWrinp. Do you know where these forms, these TCR forms, 
on this particular item were filed ? 

Mr. Satpana. Well, we looked up at the Intelligence office, 253, 
where all of those TCR’s are received, and we could not find one 
for Mr. Nunan. 
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Mr. DeWrnp. Normally, is one of the copies sent to the Intelligence 
Unit of the Bureau of Internal Revenue ? 

Mr. Satpana. | believe two copies are sent to the Intelligence Unit. 

Mr. DeWrnp. But in this particular case, you could not find any? 

Mr. Savpana. I could not find any. 

Mr. DeWrixpv. What, if any, explanation were you able to obtain for 
the absence of these TCR reports from the Intelligence Unit files / 

Mr. Satpana. We never got any explanation on it. 

Mr. DeWrnp. But the broker: age house showed you their retained 
copy, showing that they had filed it? 

Mr. Sautpana. That is correct. ° 

Mr. Kean. Was that what you found in the warehouse of the bro- 
kerage firm, their copy? 

Mr. Satpana. That is correct. 

Mr. DeWinp. Coming to the year 1947, what unexplained cash de- 
posits did you find in that year that did not tie in with the tax 
returns ¢ 

Mr. Satpana. In the year 1947, Mr. Nunan made cash deposits in 
his account with the Irving Trust of $7,700 in cash, and Mrs. Nunan’s 
bank account at Little Neck, $1,100, making a total of $8,800. 

Mr. DeWinp. These are cash deposits which are in excess of the 
amounts which you checked which tied in with the tax returns? 

Mr. Satpana. That is correct. 

Mr. DeWinp. Were you able to develop any explanation of those 
cash items? 

Mr. Saupana. I have not. 

Mr. DeWinp. How about the year 1948? 

Mr. Sautpana. The year 1948, Mr. Nunan’s bank account of the 
Irving Trust, $4,765, and in Mrs. Nunan’s account, $8,470, making a 
total of $13,235. 

Mr. DeWrxp. Do you have any explanation for all or any part of 
those cash deposits? 

Mr. Satpana. I have not. 

Mr. DeWinp. And there again, they were in addition to amounts 
which tied into the tax returns? 

Mr. Sautpana. That is correct. 

Mr. DeWtnp. Could you give me the figures for 1949? 

Mr. Savpana. Cash deposits in Mr. Nunan’s account of the Irving 
Trust, $3,350, and cash deposited in Mrs. Nunan’s account, $8,520, 
making a total of $11,670. 

Mr. DeWinp. Do you have any explanation of the source of that 
cash ¢ 

Mr. Saupana. I have not. 

Mr. DeWinp. Again, it is in excess of the amounts which check 
with the tax returns? 

Mr. Sautpana. That is correct. 

Mr. DeWrnp. Now, how about the year 1950? 

Mr. Sautpana. Cash deposited in Mr. Manan’ s account of the Irving 
Trust, $3,600, cia cash deposited, Mrs. Nunan’s account of the Bank 
of Manhattan, $3,100, making a total of $6,700. 

Mr. DeWinp. Now, all of these items "for these 5 years that you 
have described total $97,328.72? 

Mr. Satpana. That is correct. 
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Mr. DeWunp. Do you know, Mr. Saldana, during what portion of 
this period Mr. Nunan was Commissioner of Internal Revenue / 

Mr. Saupana. Mr. Nunan was Commissioner of Internal Revenue 
during the years 1945, 1946, and up to June 30 of 1947. 

Mr. DeWrnp. Mr. Chairman, as you will recall, Mr. Nunan declined 
to answer any questions as to the source of these cash amounts when 
he appeared before the committee, on the same grounds that I have 
already stated. 

Chairman Kine. I do recall. 

Mr. Kean. Could I ask a question, Mr. Chairman ? 

‘The $8,800 in 1947, was that in the first half of the year or the second 
half of the year? 

Mr. Sautpana. Seven deposits made in the first half of the year, and 
the rest was after June 30. 

Mr. Kran. About how much was made the first half of the vear, 
roughly ? 

Mr. Satpana. I will have to add it up. 

It was $4,000, 

Mr. Kean. Then approximately $50,000 of these cash deposits, a 
little over $50,000, were made while he was Commissioner of Internal 
Revenue: that is $39,000, $17,000, and $4.000 ? 

Mr. Satpana. That is correct. 

Mr. Curtis. May I ask a question? Mr. DeWind used the expres- 
sion “cash deposits that did not tie into his income tax return,” and 
do you mean by that that you could trace none of this 897,000 in cash 
deposits as income reported in his income tax return ¢ 

Mr. Satpana. That is correct. 

Mr. Curtis. Was there any evidence that any part of this $97,000 
deposited was deposited for someone other than Mr. Nunan or Mrs. 
Nunan? 

Mr. Saupana. I don’t get your question. 

Mr. Curtis. For instance, a cash deposit made in a brokerage ac- 
count, there was no evidence that that was made in behalf of a client? 

Mr. Satpana. Oh, no, there isn’t. We couldn't find any evidence. 
All we know is that the cash appears in the bank account, and that 
is all we know. 

Mr. Curtis. You do not know what was purchased with the cash? 

Mr. Saupana. No, sir. 

Mr. Curtis. In one instance you know of the Gaylord stock, do you 
not ? 

Mr. Satpana. That is correct. 

Mr. Curtis. And that stock was issued to Mr. Nunan? 

Mr. Satpana. That is correct. 

Mr. Curtis. But then, so far as the records would show, and so far 
as you were able to ascertain, that was his money that was deposited, 
this $97,000 ? 

Mr. Savpana. That is correct. 

Mr. Curtis. Nothing to show the contrary ? 

Mr. Saupana. That is right. 

Mr. DeWrnp. Mr. Saldana, in addition to these various cash deposits 
that you have described, the source of which could not be identified, 
were there any other bank deposits by check that you could not 
identify ¢ 

Mr. Satpana. That is correct. 
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Mr. DeWinp. Well, could you, for that period, state the amounts 
year by year, of the check deposits that you have not been able to 
identify ? 

Mr. Saupana. For the year 1945 $3,458.24, for the year 1946 
$7,138.09, for the year 1947 $6,168.84, for the year 1948 59,152.07, for 
the year 1949 $2,599.69, for the year 1950 $7,366.20, making a 
total of $35,683.13 

Mr. DeWrnp. Is it the fact that Mr. Nunan has destroyed his checks 
that makes it impossible to identify what these checks—I withdraw 
that. 

The only record you have is the deposits shown on the bank 
statements ¢ 

Mr. Satpana. The only record we have is the deposit slip informa 
tion indicating that these were checks, and we do not know the source 
of the checks. 

Mr. DeWinp. And have you asked Mr. Nunan to identify what these 
checks were ¢ 

Mr. Satpana. No, we have not. 

Mr. DeWrnp. Has it been indicated to you that he would not 
identify them in any way, or have you just not asked him ¢ 

Mr. Satpana. When we were in Mr. Burke's office, we told him 
that we had considerable unidentified items and we would like to get 
some explanation of it. 

Mr. DeWinv. What did Mr. Burke say to that ¢ 

Mr. Savpana. Well, Mr. Burke at the time said the accountant was 
working on the books, or Mr. Nunan’s records, and as soon as he got 
finished there might be a possibility, and he didn’t say positively that 
he would sit down and identify them, but he would try to. 

Mr. DeWinp. Now, these amounts, these unidentified check deposits, 
these are all amounts that were deposited that were not shown as 
income in the tax returns / 

Mr. Sautpana. That is correct. 

Mr. DeWrnp. You were able to identify there the check deposits 
which showed up in the tax returns as reported income, but these 
amounts were not reported as taxable income ¢ 

Mr. Satpana. That is correct. 

Mr. DeWrnp. Mr. Saldana, this investigation has been going on 
since last October, and these unidentified cash and check deposits are 
simply those that you have found to date, is that correct / 

Mr. Satpana. I beg your pardon ? 

Mr. DeWinp. This is what you have found up to the present time ? 

Mr. Sarpana. That is correct. 

Mr. DeWrnp. Are you still continuing to find additional items? 

Mr. Savpana. Iam. I am checking the 1944 return, and I found 
approximately $15,000 which I do not know the source of at the pres- 
ent time. 

Mr. DeWrnp. Are these cash deposits? 

Mr. Saupana. Well, for the year 1944 I cannot distinguish between 
cash and check, because the banks only keep their records for 7 years, 
and those bank deposits have been destroyed. 

Mr. DeWrnp. How are you able to identify this $15,000 as not 
having been reported in the tax returns as income? 

Mr. Saupana. I got the bank statement, and by analyzing the de- 
posits I was able to tie in to certain figures; and this is over the amount 
that I have tied in, in excess. 
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Mr. DeWrnp. That is, you were able to tie in deposits sufficient to 
explain the reported income, and then you found additional deposits 
of $15,000? 

Mr. Sautpana. That is correct. 

Mr. DeWinp. So you have now extended your investigation back 
into 1944? 

Mr. Satpana. That is correct. 

Mr. DeWrxp. Have you found in your investigation any other 
amounts received by Mr. Nunan, which were not reported as income 
in the tax returns for this period, which you have been able to 
identify ? 

Mr. Savpana. That is correct. 

Mr. DeWrnp. Could you state what those items are that you have 
found ? 

Mr. Satpana. Unreported interest income in the total amount of 
$2,577.96. That is for a 5-year period. 

Mr. DeWinp. What did that interest income represent ¢ 

Mr. Satpana. Mr. Nunan owned a property, his former home at 
$25 Grosvenor Street, and he sold it in the early part of 1945 and 
took a mortgage on it, and this is the interest payments on the mort- 
gage which were not reported in his income-tax return. 

Mr. DeWinxv. What you are saying is that the interest payments 
on this mortgage for this entire 6-year period were not reported as 
taxable income? 

Mr. Saupana. That is correct. 

Mr. DeWrnp. But you have been able to identify what it is? 

Mr. Satpana. Yes, sir. 

Mr. DeWinp. What — items have you found? 

Mr. Savpana. Mr. Nunan had two unreported capital gains, one 
in the year 1945 whic h amounted to $1,007.21, and in the year 1950 he 
had another long-term capital gain of $544.81, which was not reported. 

Mr. DeWinp. What were those transactions, and how did you 
find them? 

Mr. Savpana. The capital gain in the year 1945 represents report- 
able amount received by Mr. Nunan from the sale of 500 shares of 
Hays Manufacturing Co. stock on which he made a long-term capital 
gain of $2,014.42. 

Mr. DeWrnp. Have you been able to develop any reason or explana- 
tion why that gain was not reported ? 

Mr. Satpana. I have not. 

Mr. DeWrnp. Do you know of any reason why it should not have 
been reported as taxable income? 

Mr. Satpana. I have not. 

Mr. Kean. I have a question. Going back to that 1944 amount of 
$15,000: 

Mr. Satpana. Approximately $15,000. 

Mr. Kean. Which you have not identified, at that time Mr. Nunan 
was collector of internal revenue in the Brooklyn district ? 

Mr. Savpana. Well, he was appointed the Commissioner in the early 
part of February of 1944. 

Mr. Kran. He was appointed Commissioner in 1944? 

Mr. Saupana. Yes. 

Mr. Kean. So that, adding the $50,000 which I have estimated be- 
fore, and adding some $13,000 of the checks that you have not identi- 
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fied, it seems that the unidentified items amount to $78,000 while he 
was Commissioner, perhaps, rather than the $50,000 that I referred 
to before. 

Mr. Sautpana. That is approximately correct. 

Mr. DeWrnp. Then you mentioned a 1950 capital gain that was 
unreported. What was that transaction / 

Mr. Sautpana. This figure represents the net reportable amount re- 
ceived by Mr. Nunan from the sale of 1,000 shares of Mercantile 
Stores common stock, on which he made a long-term capital gain of 
$1,089.61. 

Mr. DeWinp. These figures that you have mentioned here, the 
$1,007 and the $544, those are half of the actual gains? 

Mr. Satpana. That is correct. They were long-term capital gains. 

Mr. DeWrnp. You have mentioned the two law firms that Mr. 
Nunan was a member of, and that the books and records of those firms 
were freely available to you. Did Mr. Nunan have any other legal 
fee income in addition to the amounts he received from the law firms / 

Mr. Carnes. Yes; he did. 

Mr. DeWinp. Well, now, were all of those legal fees properly 
reported ¢ 

Mr. Carnes. As far as we can determine, not all of them were 
properly reported. 

Mr. DeWrnp. Have you found some legal fees that do not appear 
in the tax returns during this period 1945 to 1950 

Mr. Carnes. That is correct. 

Mr. DeWrnp. Mr. Carnes, I wonder if you could state what those 
were for each of the 6 vears / 

Mr. Carnes. 1945, there was an amount apparently omitted from 
the return of $2,478.82. 

In 1946—— 

Mr. DeWinp. Just a moment. Taking that 1945 item of $2,478.82, 
do you know what that legal fee was for ¢ 

Mr. Carnes. That was an amount, part of an amount, forwarded by 
the firm of Glass & Lynch, attorneys in New York, to Mr. Nunan. 

Mr. DeWinp. Who gave you this explanation / 

Mr. Carnes. Mr. Joseph Glass, a partner of Glass & Lynch of New 
York. 

Mr. DeWinp. Mr. Glass told you this was in the nature of a 
forwarding fee to Mr. Nunan ? 

Mr. Carnes. That is correct. 

Mr. DeWinp. What was the matter that Mr. Nunan had forwarded 
to the other firm ? 

Mr. Carnes. As Mr. Glass explained it to me, Mr. Nunan brought 
in a case originating with Grove Laboratories, in connection with their 
Four-Way tablet. Mr. Nunan was to receive one-third of the fee 
of that Grove Laboratory fee to Glass & Lynch. 

Mr. DeWInpv. What did the Grove Laboratory matter involve, 
do you know? 

Mr. Carnes. Mr. Glass said it was a matter before the Food and 
Drug, something involving advertising of their Four-Way tablet. 

Mr. DeWrnp. It was a Federal Government proceeding involving 
the Pure Food and Drug .\ dministration ¢ 

Mr. Carnes. That is correct. 
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Mr. DeWrnp. Mr. Nunan was to receive one-third of the fees that 
the Glass & Lynch firm received, as a forwarding fee ¢ 

Mr. Carnes. That is correct. 

Mr. DeW inv. How much was the forwarding fee paid in 1945 

Mr. Carnes. The forwarding fee in 1945 was $8,138.82. 

Mr. DeWinp. So that apparently he reported a portion of it, and 
part of it was not reported ; is that the situation ¢ 

Mr. Carnes. That is the situation at this time. 

Mr. DeWrnp. Do you know how that came about, that the $2,478.82 
was not reported / 

Mr. Carnes. Yes, sir. Mr. Nunan had an agreement with his New 
York partnership that any fees he received, he was to give them one- 
half of it. 

Mr. DeWrnp. That is, in 1945 he had that arrangement with the 
firm ¢ 

Mr. Carnes. That is correct; and the books of the firm, the only 
thing on the books of the Tolbert, Ewen & Patterson firm in New York, 
they show that under an account entitled “Share of Fee,” under date 
of December 17, 1945, receipt of $2,830, with an explanation that it 
is one-half of the fee on Four-Way tablets. 

Mr. DeWinv. One-half of the fee, and the fee was $8,300? 

Mr. Carnes. That was the amount of the check from Glass & Lynch 
to Mr. Nunan. 

Mr. DeWinp. So that the law firm got $2,800? 

Mr. Carnes. That is correct. 

Mr. DeWrnp. Labeled as half of that fee? 

Mr. Carnes. That is correct. 

Mr. DeWrnp. Mr. Nunan reported $2,478.82, and the balance is not 
reported, is that the situation ¢ 

Mr. Carnes. No, that is not exactly correct. Mr. Nunan reported 
the same amount that he had given to his firm. 

Mr. DeWrnp. That is $2,800? 

Mr. Carnes. $2,830. 

Mr. DeWrnp. Of course, that is right. The firm reported $2,800, 
and the balance is the unreported amount. 

Mr. Carnes. That is correct. 

Mr. DeW inp. That was kept by Mr. Nunan, so far as the records 
indicate ¢ 

Mr. Carnes. As of this time, yes, sir, to the best information we have. 

Mr. DeW inp. Do you know anything more about the nature of the 
Grove Laboratory case, except that it was a Pure Food and Drug 
Administration case ¢ 

Mr. Carnes. No, sir, I don’t. I know that in 1944 Mr. Nunan 
received for that same case $3,333.33. 

Mr. DeWrnp. Was that also a forwarding fee from Glass & Lynch? 

Mr. Carnes. That was also a forwarding fee from Glass & Lynch. 

Mr. DeWrnp. Well, can you tell, did Mr. Nunan report that for- 
warding fee of $3,300 as income in 1944? 

Mr. Carnes. The way the investigation stands at this point, it 
appears that Mr. Nunan reported none of the $3,333.33. 

Mr. DeWrnp. In 1945, dia he have any arrangement with the New 
York firm to split those fees with the firm ? 

Mr. Carnes. The same arrangement, 
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Mr. DeWrnp. Now, this $3,300 payment he received, was that 
his share, or was that to be split with the law firm ? 

Mr. Carnes. As he apparently split part of it with the law firm in 
1945, I am just assuming that he should have split part of this 1944 
fee with his law firm. 

Mr. DeWrnp. Do you know whether the law firm records show that 
they received half of that fee? 

Mr. Carnes. The law firm records indicate nothing for Four-Way 
tablets or Grove Laboratories. 

Mr. DeWinp. That is, for 1944 they indicate nothing, and in 1945 
they do? 

Mr. Carnes. Yes. 

Mr. DeWrnp. You talked to Mr. Glass about this case, but you have 
not talked to Mr. Nunan about it, is that correct ¢ 

Mr. Carnes. That is right. Mr. Nunan has not given us any 
information whatsoever, or will not talk to us, as related to us through 
Mr. Burke, his attorney, since the grand jury in Brooklyn, N. Y., 
indicated publicly that they were going to investigate Mr. Nunan’s 
finances and his taxes. 

Mr. DeWinp. Now, did Mr. Glass give you any indication of how 
this case might have come to Mr. Nunan? 

Mr. Carnes. As I recall, Mr. Glass indicated an individual named 
Churchill, he thought, had somehow been connected with Mr. Nunan 
in bringing the case to the firm of Glass & Lynch. 

Mr. DeWrnp. Did Mr. Glass identify Mr. Churchill ¢ 

Mr. Carnes. Not other than he believed he was in some sort of 
advertising business. 

Mr. DeWrnp. He was not an official or employee of the Grove 
Laboratories / 

Mr. Carnes. That is my understanding, he was not. 

Mr. DeWrnp. Did Mr. Glass tell you or have you been able to find 
out whether the Grove Laboratories knew of this forwarding fee 
arrangement with Mr. Nunan, and that he was participating in the 
fee? 

Mr. Carnes. No, Mr. Glass I don’t recall directly stated whether 
Grove Laboratories knew whether Mr. Nunan would be sharing in 
the fee or not, and I inferred from my conversation with Mr. Glass 
that Grove Laboratories would not know that Mr. Nunan was con- 
nected in the matter. 

Mr. DeWinp. That is an inference you drew from what Mr. Glass 
said? 

Mr. Carnes. That is correct. And I might explain this particular 
item has not been explored to the fullest, as yet. 

Mr. DeWrnp. From your investigation, Mr. Carnes, have you found 
any record of Mr. Churchill conferring with Mr. Nunan at or about 
this time? 

Mr. Carnes. Yes, sir, I believe the Commissioner’s diaries indicate 
that on June 27, 1945, Mr. Joseph Glass, and Mr. H. B. Goldsmith, and 
Mr. Ed Churchill were in to see Mr. Nunan at the same time. 

Mr. DeWrnp. Are there any other records? 

Mr. Carnes. What date did I read? 

Mr. DeWinp. Did Mr. Churchill call on Mr. Nunan on any other 
occasions, as indicated by the diary? 
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Mr. Carnes. Whether it is the same Churchill or not is not clear, 
but Mr. E. J. Churchill called on Mr. Nunan on July 7, 1944; and 
Mr. Ed Churchill called on Mr. Nunan on December 20, 1946; and 
Mr. Edward Churchill, in company with a Mr. Frank Haggerty, 
called on Mr. Nunan on June 11, 1947. 

Mr. DeWrnp. These visits you have referred to, are they all visits 
made to Commissioner Nunan in his office in the Bureau of Internal 
Revenue ¢ 

Mr. Carnes. That is indicated by the Commissioner’s diaries. 

Mr. DeWinp. Mr. Carnes, in addition to the Grove Laboratory fee 
that has been described, were there other legal fees that were received 
by Mr. Nunan that were not reported in his tax returns? 

Mr. Carnes. In the year 1946, there is $2,289 legal fee received as a 
result of series Q trusteeship, of which Mr. Nunan was trustee in 
New York, which was not reported on his 1946 income tax return. 

Mr. DeWinp. Was that a fee that Mr. Nunan received in his own 
right, or one that he was required to share with the firm / 

Mr. Carnes He should have shared that one with the firm. 

Mr. DeWrnp. Is there any record that the firm received half of that 
fee? 

Mr. Carnes. No record. 

Mr. DeWrnp. Have you been able to determine the nature of the 
services that may have been rendered by Mr. Nunan in connection 
with this fee? 

Mr. Carnes. None, other than he was trustee of the so-called 
series Q. 

Mr. Kean. What is that? 

Mr. Carnes. Series Q. I understand “Q” stands for “Queens.” 

Mr. Kean. What was the series Q, do you know ¢ 

Mr. DeWinp. Was it a mortgage participation trusteeship involv- 
ing Queens real estate, is that a possibility ¢ 

Mr. Carnes. I believe that that is the nature of the trusteeship. 

Mr. DeWrnp. But you do not know precisely what the nature of 
that case was, beyond this record ? 

Mr. Carnes. No, sir. 

Mr. DeWrnp. What other fees, if any, did Mr. Nunan receive dur- 
ing this period, that were not reported / 

Mr. Carnes. Well, in 1948 an apparent discrepancy is here which 
would mean an additional fee of $2,485. 

Mr. DeWrnp. Could you describe what that matter involved ? 

Mr. Carnes. That matter involves a valuation of certain stock Mr. 
Nunan received from Mr. Charles Ward, president of Brown & Bige- 
low, for services rendered to Mr. Ward. 

Mr. DeWrnp. That is, Mr. Charles Ward of Brown & Bigelow paid 
Mr. Nunan a fee in the form of stock of Brown & Bigelow? 

Mr. Carnes. That is correct. 

Mr. DeWinpv. What was the amount of the stock that was paid to 
Mr. Nunan ? 

Mr. Carnes. The amount of the stock, 2,630 shares at a valuation of 
$9.50 a share. 

Mr. DeWrnp. Can you state the nature of the case, the sort of case 
it was that Mr. Nunan earned this fee in? 

Mr. Carnes. The nature of the case, as explained by Mr. Nunan it 
was personal services rendered to Mr. Ward: and, as I understand the 
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services involved, at that time Brown & Bigelow stock was under- 
going reorganization through a stock flotation by Otis & Co. of New 
York City, and there was a question of getting a ruling from the 
Securities and Exchange Commission, and also a ruling from the 
Bureau of Internal Revenue concerning whether or not the turning 
in of certain stock by Mr. Ward would be a long-term or a short-term 
capital gain to Mr. Ward. 

Mr. DeWinp. Now, Mr. Nunan received 2,630 shares of stock for 
his fee. How did he report that on his income tax return / 

Mr. Carnes. Would that involve section 55, Mr. DeWind? 

Mr. DeWrnp. I think that you may have a good point there. At 
any rate, let us leave that for the moment. The fee was reported / 

Mr. Carnes. That is correct. . 

Mr. DeWinp. You have indicated that there was a question about 
whether the sum of $2,485, being part of that fee, was not reported / 

Mr. Carnes. That is right; and also, the question as to which year 
the amount should be applicable. 

Mr. DeWinp. Were there any other legal fees that were not 
reported ¢ 

Mr. Carnes. In 1950 we have an amount of $2,997.50. and it in 
volves some more stock received by Mr. Nunan. 

Mr. DeWrnp. This is stock received as a legal fee ? 

Mr. Carnes. That is correct. 

Mr. DeWrnp. In what company was that stock ? 

Mr. Carnes. That stock was in Unexcelled Chemical Co. 

Mr. Dy WIND. Was that a company to which Mr. Nunan had rel 
dered legal services 4 

Mr. Carnes. That is correct. 

Mr. DeWrnp. Do vou know the nature of those services 

Mr. Carnes. I clon’t definitely know the nature of the services. I 
know that Mr. Carlton B. Waller. president of Unexcelled, told me 
that it involved child-labor violations, or matters relating to taxes 
or matters relating to financing of the then anticipated litigation. 

Mr. DeWinpv. Did Mr. Waller explain to you how it happened that 
Mr. Nunan’s fee was paid in the form of stock of the company, in- 
stend of in cash / 

Mr. Carnes. Mr. Waller stated that he purchased the stock in a 
street name at Mr. Nunan’s request. 

Mr. Kean. Mr. Waller stated that Mr. Nunan had requested him 
to buy that stock / 

Mr. Carnes. Ina street name, and Mr. Waller 

Mr. Kean. What I am trying to get at is: Did he request him to 
buy the stock, or was the request only that when he bought the stock 
it be put in a séreet name / 

Mr. Carnes. The latter is correct. 

Mr. DeWrinpv. This stock was purchased for Mr. Nunan by Mr. 
Waller, and was registered in a street name. Were the shares de 
livered to Mr. Nunan / 

Mr. Carnes. That shares were delivered to Mr. Nunan, according 
to Mr. Waller. 

Mr. DeWinp. But not registered in Mr. Nunan’s name? 

Mr. Carnes. That is correct. 

Mr. DeWinp. That was in 1950, and you say no part of the value 
of that stock was reported as income in that year ? 


. 
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Mr. Carnes. That is correct. 

Mr. DeW inp. Did Mr. Waller state why Mr. Nunan had taken his 
fee in the form of stock instead of being paid in cash ¢ 

Mr. Carnes. Mr. Waller said it was his idea to pay Mr. Nunan in 
stock, and that he thought the stock would appreciate in value, and 
he owed Mr. Nunan and his firm, as he thought, a considerable fee for 
the services they had rendered to his corporation. 

Mr. Kean. For the record, I wish that you would say through what 
firm Mr. Waller purchased the securities. 

Mr. Carnes. Mr. Waller purchased the securities through the 
brokerage firm of Kean, Taylor & Co. 

Mr. Kean. I just wanted to get that in the record, because I happen 
to have been a partner of that firm. 

Mr. Carnes. He purchased it in the name of Joseph D. Nunan, Jr., 
care of C. B. Waller, Pleasant Lane, Stamford, Conn. 

Mr. DeWixv. What was the total of the unreported legal fees that 
you have established for this 6-year period ¢ 

Mr. Carnes. $10,250.52. 

Mr. DeWinp. Now, did you find any other sources of income to 
Mr. Nunan that were not reported during this period ¢ 

Mr. Carnes. There were minor discrepancies between the amounts 
shown by the two partnerships of which Mr. Nunan was a member, 
and the amount that he reported on his tax returns. 

Mr. DeWinp. You say those were just minor discrepancies ¢ 

Mr. Carnes. That is right. 

Mr. DeWinp. It may apparently have been due to unintentional 
error! 

Mr. Carnes. Possibly. 

Mr. DeWrnp. You have not been able to find the cause of those 
errors ¢ 

Mr. Carnes. No, sir. 

Mr. DeWinp. Were there any other unreported income items? 

Mr. Carnes. Mr. Nunan apparently had not stated all his dividends 
during the period. 

Mr. DeW inp. What was the amount of the understatement of the 
dividend income ¢ 

Mr. Carnes. $3,505 for the full period. 

Mr. DeWinp. What years did that involve, the failure to report 
dividends? 

Mr. Carnes. 1946, 1947, 1948, 1949, and 1950. 

Mr. DeWinp. What if any other items of cash receipts or income 
did you find that had not been reported ¢ 

Mr. Carnes. During the year 1949, the original return, Mr. Nunan 
failed to report some commissions received from American Lithofold 
Corp. 

Mr. DeWinp. You say he originally failed to report, and was there 
an amended return filed ? 

Mr. Carnes. That is correct. 

Mr. DeWrnp. But the 1949 return omitted fees received from the 
American Lithofold Corp ¢ 

Mr. Carnes. That is correct. 

Mr. DeWixp. When was the amended return filed ¢ 

Mr. Carnes. June 27, 1951. 
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Mr. Kean. Do you remember what was the date when the publicity 
started with reference to the American Lithofold Corp.? That was 
about the middle of June, was it not ? 

Mr. Carnes. I don’t recall the exact date, and I understand there 
was some publicity in the spring of 1951. 

Mr. DeWinp. Now, this item unreported in 1949, which was shown 
in an amended return filed in June of 1951, that was a portion of the 
fees or income received by Mr. Nunan in connection with the joint 
operations he had with Mr. Olson for American Lithofold Corp. / 

Mr. Carnes. From past testimony taken by this committee, that 
is what I gather. 

Mr. DeWrnp. Did he report a portion of the fees received from 
American Lithofold or none of them ? 

Mr. Carnes. He reported none of them. 

Mr. DeWrnp. In 1949? 

Mr. Carnes. That is right. 

Mr. DeWinp. Now, in the 1950 return, were there fees from Ameri- 
can Lithofold reported in the return as originally filed ¢ 

Mr. Carnes. Yes, there were. 

Mr. DeWINpb. Were all of the American Lithofold fees included in 
the original return / 

Mr. Carnes. That is correct. 

Mr. DeWinp. So it was only the 1949 fees received that were not 
reported until the amended return of June of 1951 / 

Mr. Carnes. That is correct. 

Mr. DeWinp. Were there any other items of unreported income 
covered in this period ¢ 

Mr. Carnes. The same explanation, they were omitted on the orig- 
inal returns; there were some director’s fees which were understated, 
and also another legal fee was understated. 

Mr. DeWinp. But in both of those situations the June 1951 amended 
returns pick them up, is that correct ‘ 

Mr. Carnes. That is correct. 

Mr. DeWinp. Amended returns were filed for 1949 and 1950 by 
Mr. Nunan in June of 1951? 

Mr. Carnes. That is correct. 

Mr. DeWinp. Now, all of these items that you and Mr. Saldana 
have related here, what total do they reach ¢ 

Mr. Carnes. Including items of deductions taken which were 
unsubstantiated ? 

Mr. DzWinp. I mean just the cash and income items that you have 
referred to. Mr. Saldana described $97,528.72 of various cash deposits, 
and you have described additional items, and can you bring that to a 
total ? 

Mr. Carnes. The additional items were $64.280.85, making a total 
of known cash and the other known items of $161,609.57. 

Mr. DeWunp. For the 6 year period. In addition to that there 
is this approximately $15,000 for the year 1944 that Mr. Saldana 
referred to but which is not included in this total that you have given / 

Mr. Carnes. That is right. 

Mr. DeWINpD. Now, in the present state of the information vou have, 
you cannot definitely say that all of these amounts would constitute 
taxable income; particularly as to these cash items, you have just not 
been able to identify their nature at all? 
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Mr. Carnes. I would not hazard that they were all income. 

Mr. DeWinp. But you have found $161,609.57 of cither unexplained 
items or unreported income ¢ 

Mr. Carnes. That is correct. 

Mr. Curtis. Of that $160,000, how much of that came to Mr. Nunan 
during the time that he was either Commissioner of the Bureau of 
Internal Revenue or holding some position in the Bureau ? 

Mr. Carnes. Right at this time, we have not split the year 1947. Mr. 
Nunan left the commissionership in June of 1947, and we only show 
figures for the total year. 

Mr. Curris. Well, omitting 1947 entirely, the years before that 
were during the period in which he was either with the Bureau up in 
New York or else Commissioner down here. How much would that 
amount to? 

Mr. Carnes. It comes to $74,900. 

Mr. Kean. Did you include the $15,000 in that? 

Mr. Carnes. No. 

Mr. Kean. You have to include that $15,000. 

Mr. Carnes. That would be $89,900. 

Mr. Curtis. That is exclusive of the year 1947? 

Mr. Carnes. That is excluding that year. 

Mr. Kean. And you have omitted $4,000 of that in cash, as coming 
in the first half of the year 1947. You remember I asked questions 
about that cash amount, and you testified that $4,000 of it had been 
received before he resigned as (Commissioner. 

Mr. Carnes. Yes, sir. 

Mr. Curris. About when did he resign as Commissioner ? 

Mr. Carnes. I believe it was June 30. 

Mr. Curris. So it is a little over $90,000 of unexplained items din 
ing the period he was with the Bureau ? 

Mr. Carnes. That ts correct. 

Mr. Kean. And all of those were when he was Commissioner of 
Internal Revenue ‘and it was not when he was collector ¢ 

Mr. Carnes. That isright. We did not examine any part of 1944, 
the first 2 months, when he was collector. 

Mr. DeWinp. Mr. Saldana, as I understand it, this investigatio: 
that you were conducting does not yet go back beyond the period that 
Mr. Nunan was Commissioner of Internal Revenue, except possibly 
for a period of 1 month in 1944. 

Mr. Saupana, That is correct. 

Mr. DeWinp. You have not gone into the years prior to 1944? 

Mr. Satpana. No, I have not. 

Mr. DeWinp. When did Mr. Nunan come into the Internal Revenue 
Service / 

Mr. Savpana. I believe the latter part of 1940, or the early part 
of 1941. 

Mr. DeWinpv. That is when he was appointed collector of internal 
revenue in Brooklyn ? 

Mr. Saupana. That is correct. 

Mr. DeWinb. So that all of these figures that have been referred to 
here up to June 30, 1947, relate to the period when he was Commis- 
sioner of Internal Revenue? 

Mr. Saupana. That is correct. 
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Mr. DeWinp. Now, I would like to go back to this question of Mr. 
Nunan having destroyed his financial records, particularly these bank 
accounts records and cariceled checks. Mr. Carnes, could you tell us 
just as precisely as possible what Mr. Nunan or Mr. Burke said about 
the destruction of these records? 

Mr. Carnes. The first time we contacted Mr. Nunan regarding his 
bank statements and canceled checks, he told us that he had an account 
with the Irving Trust Co., but he had very little in the way of bank 
statements and canceled checks. 

Mr. DeWinv. Do you have a record of when you first talked to Mr. 
Nunan / 

Mr. (CARNES. It was on October 17. 1951. 

Mr. DeWinpo. What did Mr. Nunan tell you about the records? 
Did he Say that he regularly destroyed them? If so. how did he 
destroy them’ Did he tear them up? 

Mr. Carnes. I have a memorandum of another conference we had 
with Mr. Nunan, on the third of December 1951, and we asked Mr. 
Nunan what canceled checks he had, and he said that he had always 
received his bank statements and gone through the checks and de 
stroved some such as club dues and so forth, and that the rest of the 
checks he took home to Mrs. Nunan and she went through them and 
finally she destroyed them. 

Mr. Nunan seid he had been under the impression that the Irving 
Trust Co. had tak } ures of all of his checks and that it was only 
recently that he wont that the Irving Trust had been taking pictures 
for only the last 8 or 9 months. 

Mr. DeWInNp. So Mr. Nunan said th: he de stroved s some of these 
checks at his office and that the rest of phe were destroyed by Mrs. 
Nunan at home? 

Mr. Carnes. ‘That is the impression I got from the conference: yes. 

Mr. DeWunp. This was a regular course of conduct he described. 
I mean he said this was his regular practice month by month / 

Mr. Carnes. He said he always received his bank statements and he 
had gone through the checks and dest roved some. 

Mr. Currts. In connection with your examination of his bank 
statements and checks, and photos of checks, did you find that he paid 
his household and liv lng expenses by check ? 

Mr. Carnes. Through a canvass of a good number of the charge 
accounts, normally for household expenses and personal expenditures, 
we determined that he paid a good number of them out of his personal 
bank account, by check. 

Mr. DeWrnxpv. Was Mr. Burke present when yon discussed the 
destruction of the canceled checks ? 

Mr. Carnes. Mr. Burke was not present. 

Mr. DeWrnp. Well, did Mr. Nunan tell you how he went about 
destroying these checks, and did he burn them or tear them or did he 
throw them in the waste basket ? 

Mr. Carnes. No, sir, he didn’t say just what method he used 
destroy the checks. 

Mr. DeWinp. Did he tell you about the destruction of any other 
records ? 

Mr. Carnes. | don’t recall telling us of the destruction of any other 
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Mr. Kean. Mr. Chairman, when we were in San Francisco we had 
before us a witness called Mr. Samish who had testified, I believe, 
before the Kefauver committee, that he had thrown all of his canceled 
checks in the waste basket, but when it was necessary for him to 
produce these checks for the Bureau of Internal Revenue, he found the 
waste basket. I wonder whether there is any possibility that these 
checks might be in some place, these canceled vouchers or checks 
might be in a waste basket somewhere. 

Mr. Carnes. Mr. Nunan definitely used the word “destroyed.” 

Mr. DeWinp. Well, Mr. Carnes, in connection with this question of 
canceled checks, did Mr. Nunan not claim deductions on his tax 
returns ¢ 

Mr. Carnes. Substantial deductions: yes. 

Mr. DeWinp. Substantial deductions for such things as contribu- 
tions and travel and entertainment and expenses and that sort of thing / 

Mr. Carnes. That is correct. 

Mr. DeWrnp. Well now, without the canceled checks is he in any 
position to substantiate these deductions ¢ 

Mr. Carnes. According to the Bureau regulations I don’t see how 
he will be able to substantiate them. 

Mr. DeWunp. Well, is Mr. Nunan then in the position of having 
claimed substantial deductions during this period which he cannot 
support with financial records ¢ 

Mr. Carnes. That is correct. 

Mr. DeWrnp. Is it the established practice of the Bureau of Inter- 
nal Revenue in such cases to disallow the deductions as to which there 
are no supporting records? 

Mr. Carnes. I will ask Mr. Saldana, he being the revenue agent, to 
answer that question. 

Mr. Sauvpana. It is the policy of the Bureau of Internal Revenue to 
make all taxpayers support all deductions, and, those deductions that 
he cannot support, they have to be disallowed. 

Mr. DeWrnp. That is subject to the so-called Cohen case rule that 
estimated deductions, if they are supported by a showing that gen- 
erally speaking the taxpayer is in the sort of business that results in 
incurring these expenditures, can be allowed; is that right? 

Mr. Sautpana. That is right. 

Mr. Curtis. The statute also requires the taxpayer to keep records, 
does it not ¢ 

Mr. Saupana. That is correct. 

Mr. DeWinp. Mr. Saldana, under the statutory requirement of rec- 
ord keeping, is there a specific regulation requiring people to main- 
tain records in support of deductions? 

Mr. Satpana. That is correct; section 54. 

Mr. DeWrnp. Now, under that requirement, how long must records 
be maintained in support of claimed deductions? 

Mr. Satpana. Generally 3 years. 

Mr. DeWtnp. The requirement in that, as I recall, is that they shall 
be maintained for such period as they may be relevant to any tax 
determination. 

Mr. Savpana. That is correct. 

Mr. DeWrnp. Well, Mr. Nunan has not produced any substantia 
tion for the various deductions claimed in his tax returns during this 
period ; is that correct ? 
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Mr. Saupana. That is correct. 

Mr. DeWrnp. In your examination, Mr. Saldana, of Mr. Nunan’s 
income-tax returns, have you found that in any instances he failed to 
disclose the source of reported income! That is, for example, that 
items might be listed as other income, or unidentified sources of 
income ¢ 

Mr. Saupana. That is correct. 

Mr. DeWrnp. Is that not in violation of record-keeping 
requirements / 

Mr. Satpana. Well, all taxpayers, when an income tax comes up 
for examination, ought to explain their sources of income and support 
the deductions. 

Mr. DeWrnp. Well, the reporting of income just “From other 
sources,” or “Other miscellaneous income,” or that sort of description, 
has been a major problem in tax enforcement, has it not ‘ 

Mr. SaALpAN Re That correct, 

Chairman Kine. How many convictions are you aware of, Mr. 
Saldana, of taxpayers V ho have failed to keep proper records / 

Mr. Saupana. It is very hard to answer. 

Chairman KING. I am afraid it is. Eve ry time I hear that there is 
such a provision of the law, we know that the record is such that the 
enforcement invariably has not been attempted for that violation. 

Mr. Curtis. Is it not true. though, that while that statute and those 
rt gulat ions ] ave not b ell Us 7 as the basis for criminal proceedings, 
it does very defi uitely fix tl responsibility of the burden of proot 
in tax matters upon the taxpayer‘ 

Mr. Satpana. That is correct. 

Mr. DeWrnp. Mr. Saldana, under present law, in order to bring 
criminal proceedings fo. failure to keep records against a taxpayer, 
you must show a willful destruction of the records, is that correct ? 

Mr. Satpana. That is correct. 

Mr. DeWinp. Generally, willful destruction or willful failure to 
keep records may be very diflicult to prove. Is that the situation you 
run mito? 

Mr. Saupana. I would say yes. 

Chairman Kixc. The committee will now recess until the hour of 
2:30 p.m. today. 

(Whereupon, at 12:15 p. m., the committee was recessed until 2:30 


p. mm. ) 


{ 
1 
} 
i 


AFTER RECESS 


Chairman Kine. The subcommittee will be in order. 
Mr. Carnes and Mr. Saldana, will you come forward again, please ? 


TESTIMONY OF WILLIAM B. CARNES, SPECIAL AGENT, INTEL- 
LIGENCE DIVISION, BUREAU OF INTERNAL REVENUE; AND 
ANDRES M. SALDANA, INTERNAL REVENUE AGENT, SECOND 
DISTRICT OF NEW YORK, BUREAU OF INTERNAL REVENUE 


Mr. DeWrnp. Mr. Saldana, let us come back to the morning testi- 
mony. As I see what you have testified, you have established from 
vour investigation that for the period 1945 to 1950, inclusive, there 
were approximately $97,000 of cash deposits and other transactions 








3554 INTERNAL REVENUE INVESTIGATION 


WwW here you have been w holly unable to identify the source of the cash. 
is that correct / 

Mr. Saupana. That is correct. 

Mr. DeWunp. Now, none of those cash amounts reflected in these 
deposits and other transactions were reported in Mr. Nunan’s tux 
return ¢ 

Mr. Saupana. That is correct. 

Mr. DeWinp. In addition to that there were some $35,000 approxi 
mately of unexplained check deposits in the bank accounts, and as 
to those you have not yet identified in uny way what the source of 
those check payments was ‘ 

Mr. Satpana. That is correct. 

Mr. DeWinp. And no part of the $35,000 was reported in the 
tax returns ¢ 

Mr. Savpana. That is correct. 

Mr. DeWinp. And then the balance bet ween $97,000 plus the $35,000 
and the total, $161,000, whatever that difference is, those are various 
items of unreported income, approximately 329,000 ¢ 

Mr. Saupana. That is correct, except that when Mr. Nunan filed his 
amended return he included some of those fees in his amended return. 

Mr. DeWinv. That is right, there were approximately $2.250 he 
reported in amended returns for 1949, and approximately $550 in the 
amended return for 1950. 

Mr. Saupana. That is correct. 

Mr. DeW inp. Now, approximately $29,000 out of that total then 
s clearly unreported income as shown by your investigation ? 

Mr. Saupana. That is correct. 

Mr. DeWtinp. And the rest of the items, unidentified, of course you 
can't tell what they are ¢ 

Mr. Sarpana. Upto the present time that is correct. 

Mr. DeWinp. The only fact you have established is that no part of 
those amounts was reported as income? 

Mr. Satpana. That is correct. 

Mr. DeW inp. Now, Mr. Carnes, you referred this morning briefly 
toa cash payment that Mr. Nunan had made to a Mr. Charles Gilbert 
for the purchase of certain stock in the Gaylord Container Co., | 
think you said. 

Mr. Carnes. That is right. 

Mr. DeWinp. Now, could you please tell the committee just what 
that transaction was and what information you have been able to 
develop about it ? 

Mr. Carnes. I have a letter here from Mr. Charles Gilbert which 
purports to explain this particular transaction, and if I may I would 
like to read the letter. 

The letter is addressed to me, and it states: “Dear Sir.” It is 
dated January 2, 1952. 

With respect to my recent visit and discussion with you in connection with 
the transaction I had with Mr. Nunan, I wish to advise that the circumstances 
were us follows: 

In the latter part of March 1946 Mr. Nunan told me that he was very bullish 
on Gaylord Container and suggested that IT and Mr. Seully, a partner in the firm 
of Eisele & King, Libaire, Stout & Co., by whom I am employed, buy some, as he 
would like to see us make some money. He also said that if the stock did not 
make good, he would see to it that there would be no loss to us. In the latter part 
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of March for settlement on the 27th, I purchased 200 shares for my wife’s account 
at $56 per share, a total cost of $11,253. About a month later I met him and he 
asked me if George and I had gotten in on the Gaylord, and not wanting him to 
think that Mr. Scully did not value the information or lack confidence in him, I 
told him that we had both purchased some. I then told Mr. Scully of my conver 
sation with Mr. Nunan and suggested that he buy at least a small lot to back me 
ip in case Mr. Nunan discussed it with him. Mr. Scully bought 50 shares about 
middle of April, at 57%. In September 1946 the stock market suffered a 
‘rious decline and Gaylord went down below the price at which we had pur 
hased it 
About the middle of November IT was in touch with Mr. Nunan and he said that 
nasmuch as Gaylord was down and there was no way of telling what would 


} 


happen in the future, he offered to take up the stock that we had bought so that 


there would be no loss to us. In June Gaylord was split 3 for 1, with the result 
io? shares of my wife’s account was increased to 450 shares, and the 50 
shares which Mr. vy bought in April was increased to 150 shares 
On or about November 20 I delivered GOO shares of Gaylord Container, « 
Nos, TNCO26/7/S ad Olof 100 shares each, and TNCO4249 
md TPNCOALS tf representing the original purchase of 150 ; 
Was split 5 for 1, a 150 shares which I receiv , 
i delivered these certificates to him he paid me $11,253 
gave Mr. Scully $2,882.35 in payment for his 150 shares. T hi: 
of the denominations of the bills which I received from M1 
had any other dealings in security or otherwise with him 
Yours very truly, 
CHARLES D. GILBER 

Mr. Kean. Mr. Gilbert did not indicate in any way why Mr. Nunan 
should have done such an unusual thing as to guarantee the fact that 
if there was a profit Mr. Gilbert should take it, and if there was a loss 
Mr. Nunan should take it? 

Mr. Carnes. None other than he said they had been friends of long 
standing. 

Mr. Kean. It takes a pretty strong friendship to do that kind of a 
deal. 

Mr. Curtis. What was the ultimate position of the stock, as far as 
price was concerned, after Mr. Nunan took it back, do you know ? 

Mr. Carnes. As I understand, the stock has increased subsequent to 
Mr. Nunan’s purchase from Mr. Gilbert. 

Mr. DeWrnp. Mr. ¢ ‘arnes, Mr. Nunan refused to tell this committee 
the source of the cash funds he used for the purchase of that stock. 
Were you able to develop any information whatever as to the source 
of the cash he used ? 

Mr. Carnes. No, sir: we were not. 

Mr. DeWrxp. Was any other stock of that company purchased by 
Mr. Nunan? 

Mr. CarNes. Yes, he purchased quite a bit through his regular 
brokerage account. 

Mr. DeWrnv. How was that paid for? 

Mr. Carnes. There were about, I have forgotten the exact amount 
of the stock, but there was another cash payment made directly to the 
brokerage firm by Mr. Nunan, which I believe Mr. Saldana discussed 
this morning, in the amount of $16,700. 

Mr. DeWinp. That is, Mr. Nunan deposited $16,700 in cash in the 
Eisele King brokerage account. and the purchase of the stock that he 
purchased directly in that fashion came out of that cash deposit ¢ 

Mr. Carnes. That is correct. The amount of payments to the credit 
of Mr. Nunan made in cash in the amount of $9,000 on April 15, 1946, 
ind pavment in cash in the amount of $7,700 on April 16, 1946, and the 
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papers and records in the brokerage firm indicated Mr. Nunan brought 
in 90 $100 bills on April 15, and 70 $100 bills and 14 of the $50 bills 
on April 16. 

Mr. DeWinp. Those were the bills that were reported by the bro 
kerage house according to their statement on a TCR form? 

Mr. Carnes. That is correct. 

Mr. DeWrnp. But which could not be found in the Bureau of Inter 
nal Revenue? 

Mr. Carnes. That is right. 

Mr. DeWinp. Mr. Nunan declined to tell the committee the source 
of those cash deposits in that account. Do you have any more in 
formation whatsoever as to their source ? 

Mr. Carnes. No, sir: we do not 

Mr. DeWinp. Did Mr. Nunan during this period maintain a safe 
deposit box or safe deposit boxes ? 

Mr. Saupana. He did. 

Mr. DeWrnp. Can you say where he maintained boxes ? 

Mr. Savpana. He had a safe deposit box at the Chemical Safe De 
v0sit Co., and this box was taken out on July 1, 1935, and it was a $10 
ag 

On April t, 1947. he changed this box to a $33 box. 

Mr. DeWinp. Was that the only safe deposit box he kept? 

Mr. Saupana. Well, other safe deposit boxes were in his wife's 
name, and there is one at the Bayside National Bank at 14-22 Bell 
Boulevard, Bayside, Queens. We just received this letter several] 
days before coming down, and so I have not gone into the details of 
that box. 

Now, his wife also has another safe deposit box, a small deposit box, 
at the Bank of Manhattan, at Little Neck. 

Mr. DeWinxp. Mr. Nunan testified before the committee that at 
least a portion of the cash funds that he used for various expenditures 
that had been referred to here were withdrawn by him from a safe 
deposit box, but he declined to reveal the source of the cash and 
when if Was deposited in the box. Have you been able to develop 
any information concerning the deposits in that box, on what was pu 
in there ? 

Mr. Satpana. No, sir. 

Mr. DeWinp. Are those boxes still maintained by him? 

Mr. Savpana. I believe so. Up to the time we made the visit to the 
bank, they were in his name. 

Mr. DeWinpb. Can you say whether or not the record indicates tha 
any besides Mr. Nunan has access to his box and Mrs. Nunan to hers 
Mr. Savpana. Nobody has access to Mr. Nunan’s $33 box. I d 
believe, I haven't rot the record with me right here, but I believe t! 
box of Mrs. Nunan, at the Bank of Manhattan, Mr. Nunan has tly 

power of attorney to that box. 

Mr. DeWrnv. Mr. Carnes, in connection with the cash purchase fron 
Mr. Gilbert of the Gaylord stock, Mr. Gilbert states he never had ai 
other similar transaction with Mr. Nunan; is that correct ? 

Mr. Carnes. That is correct. 

Mr. DeWinp. Did he offer any explanation of why Mr. Nunar 
should have selected that particular transaction in which to guarantee 
him against any loss on a tip, outside of the friendship ? 

Mr. CARN} Ss. No, sir. he did not, 
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Mr. DeWinb. No suggestion of any explanation at all? 

Mr. Carnes. No, sir. 

Mr. DeWinp. Have you been able to establish exactly when those 
shares were acquired by Mr. Gilbert. Were they acquired in his 
name, or were they in street names? 

Mr. Carnes. They were acquired in the name of his wife. 

Mr. DeWinpb. Do the records show that the shares were acquired 
at the time he says they were / 

Mr. Carnes. | believe they were. 

Mr. DeWinpb. Just how long did Mr. Gilbert keep those shares in 
his wife’s name before Mr. Nunan purchased them ‘ 

Mr. Carnes. Mr. Gilbert states in his letter he purchased the 200 
shares for his wife’s account the latter part of March, and he states 
further about the middle of November he was in touch with Mr. 
Nunan. 

Mr. DeWinv. This is the year 1946? 

Mr. Carnes. Yes, 1946. 

Mr. DeWixp. How did Mr. Gilbert pay for that stock, by check or 
by cash? 

Mr. Carnes. How did Mr. Gilbert pay for it? 

Mr. DeWinp. In the first instance. 

Mr. Carnes. | don't recall how Mr. Gilbert paid for the stock inl 
tially. I should point out that Mr. Gilbert is an employee of the 
brokerage firm of Eisele-King. 

Mr. DeWinp. You cannot say at the present time whether he paid 
for it by cash or by check? 

Mr. Carnes. No, sir. 

Mr. DeWrnpv. Do you know, when Mr. Nunan paid him $11,253 for 
the shares was the cash reflected in a bank deposit of Mr. Gilbert’s 
account / 

Mr. Carnes. No, sir, we haven't been able to see Mr. Gilbert’s ac 
count for that particular year. 

Mr. DeWInp. Then at the present time the only evidence you have 
of the cash payment to Mr. Gilbert is the statement that he received 
that money / 

Mr. Carnes. That is correct. 

Mr. DeWinp. I have no further questions, Mr. Chairman. 

Chairman Kine. Are there any further questions? If there are no 
further questions, you mits be excused. 

Mr. Curris. I have one further question. In connection with each 
item of income, or em h item of eash whether it was income or not we 
do not know did you ask Mr. Nunan directly to explain the source of 
that ? 

Mr. Carnes. I will explain it this way: Mr. Nunan was a member 
of two law firms. We spent the first part of our investigation on the 
books of those two firms. At the time we started on Mr. Nunan 
individually and arrived at our cash figures, the grand jury in 
Brooklyn had already announced publicly that they were going to 
probe Mr. Nunan, and Mr. Burke, Mr. Nunan’s attorney, advised us 
that there would be no more discussions on any of Mr. Nunan’s finan 
cial transactions. and so we have not discussed these cash items with 
Mr. Nunan. 

Chairman Kine. I wish at this time, Mr. Carnes and Mr. Saldana, 
to state for the record at least my own opinion, and I am sure it will 
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be the opinion of the committee, that you are entitled to commendation 
for the nice job you have done and the tedious and hard work through 
the months, and the committee appreciates not only your work but the 
information you have been able to provide for it. I would appreciate 
it if you would check with counsel and remain about for a bit before 
you leave the city. 

You may be excused. 

Mr. Carnes. Thank you, Mr. Chairman. 

Mr. Sautpana. Thank you, Mr. Chairman. 

Chairman Kine. The committee will have a short recess, perhaps 
10 minutes. 

(Short recess. ) 

Chairman Krixc. The subcommittee will be in order. 

Mr. Carnes, would you resume the witness chair a moment, please, 
and Mr. Saldana, will you come up, please? 

Mr. DeWinp. Mr. Chairman, Mr. burke, appearing here as counsel 
for Mr. Nunan, has requested that three questions be put to Mr. Carnes 
in connection with the testimony Mr. Carnes has given today. If there 
is no objection, I will read these questions to Mr. Carnes and in just 
the words that have been presented to the committee by Mr. Burke. 

Chairman Kins. If there is no objection, you may proceed. 

Mr. DeWinp. Mr. Carnes, “With respect to the cash deposits in 
Mrs. Nunan’s bank account, do you have any evidence that these do 
not constitute cash withdrawn from Mr. Nunan’s bank account and 
viven to Mrs. Nunan?” 

Mr. Carnes. You ask if we have any evidence that it does not con- 
stitute withdrawals? 

Mr. DeWinp. Would you read the question again so Mr. Carnes 
can get it ¢ 

(Question read.) 

Mr. Carnes. I would answer that by saving that, looking at the 
withdrawals of Mr. Nunan’s bank account, there are no like amounts 
in or around the particular time and period that such deposits were 
made to Mrs. Nunan’s bank account. Other than that we have no 
evidence that it did not come out of Mr. Nunan’s bank account. 

Mr. DeWinp. Now, as a subsidiary portion of this question sub 
mitted by Mr. Burke: “In that event, your figure for cash would have 
to be reduced by that amount, would it not?” That is in the event 
that you had no evidence that the cash withdrawn from Mr. Nunan’s 
bank account was given to Mrs. Nunan. there was cash withdrawn 
and given to Mrs. Nunan, that even your figure of cash would have to 
be reduced by that amount, would it not ? 

Mr. Carnes. If it were shown to us that those particular deposits 
to Mrs. Nunan’s account did actually come out of Mr. Nunan’s ac 
count, naturally they would reduce the amount of cash from an un 
known source. 

Mr. Kran. But you have no evidence to substantiate any thought 
that the only way it could have been would have been if it had been 
withdrawn in cash and put into the safe-deposit vault and then maybe 
some time later picked up and carried out and put in Mrs. Nunan’s 
account, and no sums of about that amount came out of Mr. Nunan’s 
account just about the time that the payments were made to Mrs 
Nunan’s account ? 


Mr. Carnes. No. 
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Mr. DeWinp. Question 2, “Do you actually have any evidence that 
the 397,000 expended or deposited during the 5 years constituted un 
reported income to Mr. Nunan upon which any tax is due?” 

Mr. CARNES. We do not. 

Mr. DeWixp. As 1 understand the testimony, these are unidenti 


fied amounts 

Mr. Carnes. Unidentified cash from an unknown source. 

Mr. DeWinn. The third question, “Is it not a fact that during thi: 
period 145 to 1950 Mar. Nunan reported income well in excess of half 
a million dollars upon which he paid a tax of approximately a quarte: 


of a million dollars?” 

Mr. CARNES. That Is absolutely correct. Those questions ecnme 
from Mr. Burke, I presume. 

Mr. DeWunp. That is right. 

And it was only because Mr. Burke submitted that question that 
H was put to vou, Mr. Carnes. 

Mr. Carnes. [ just wondered about section 55. 

Mr. DeWinp. It was Mr. Nunan’s own attorney who wished to have 
thr question put. 

Now, during this period 1945 to 1950, Mr. Carnes—and this is not 
Mr. Burke’s question: I have completed those—during the first part 
of the period from January 1 of 1945 to June 30, 1947, when Mr. Nunan 
was Commissioner, what was his salary approximately as Commis 
sioner of Internal Revenue? 

Mr. Carnes. His salary from the Bureau of Internal Revenue 
during 1944 was $9,685.52. 

Mr. DeWrnp. Which vear was that ? 

Mr. Carnes. 1944. 

Mr. DeWtnp. In 19447 

Mr. Carnes. Yes. 

Mr. By \Wv ND Th it covered the period from March 

Mr. Carnes. It covers the full vear, it covers a period in Washing 
ton after he became Commissioner, and it was $8413.56. Again I am 
assuming that this is public information as to that. 

Mr. DeWinp. What is the salary paid to the Commissioner of 
Internal Revenue for the vear of 1945? 

Mr. Carnes. He received S10468.92. 

Mr. DeWinpv. And in the vear 19467 

Mr. Carnes. 

Mr. DeWinp. Can you state what the full year’s salary would have 
been in 1947, what was the annual rate of salary of the Commissioner 
of Internal Revenue? 

Mr. Carnes. No, sir: I don't know what the full salary was for that 
particular vear. 

Mr. DeWinp. Can you from an examination of that approximate 
what the salary figure for the Commissioner was in 19477 IT think 
probably such an estimate cannot be made from that. 

Mr. Carnes. I could not make that at this time. 

Mr. DeWinp. During the period that Mr. Nunan was Commiissionet 
of Internal Revenue he maintained a law practice in New York City, 
is that right ? 

Mr. Carnes. He was associated for a time with the firm of Tolbert, 
Ewen & Patterson, ind during May of 1945 he became il partner of 
the firm of Tolbert. Ewen & Patterson. 


S11 





3560 INTERNAL REVENUE INVESTIGATION 


Mr. DeWinp. Now, can you state from the records you have there, 
what were the law fees that Mr. Nunan received during the period 
he was Commissioner of Internal Revenue from the private law prac- 
tice, without reference to the tax returns; that is, can you say from 
the books that were made available to you by the law firm what the 


legal fees were ¢ 

Mr. Carnes. During the year 1945, $27,095.50; during the year 
1946, $57,738.56; during the full year 1947, $77,450.59. 

Mr. DeWrnp. That is all, Mr. Chairman. 

Chairman Kine. Are there any questions’ If not, you may be 
excused. 

The committee will adjourn until 10 a. m., tomorrow morning. 

(Whereupon, at 3:45 p. m., Wednesday, April 25, 1952, the hearing 
was recessed until 10 a. m. Thursday, April 24, 1952.) 
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THURSDAY, APRIL 24, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
or THE InrerNAL Revenve Laws 
or THE Commurrree ON Ways AND MEANS. 
Washington, D.C. 

The subcommittee met at 10:15 a. m., pursuant to recess, in the main 
committee room of the Committee on Ways and Means. New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present: Representatives King, O’Brien, Kean, Curtis, and Byrnes. 

Also present: Adrian W. DeWind, chief counsel to the subcom- 
mittee: Charles S. Lyon, assistant counsel; and Thomas L. Howe, 
assistant counsel. 

Chairman Kine. Mr. Sullivan, please come forward. 

Do you solemnly swear that the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Sciuivan. I do. 

Chairman Kine. Be seated, Mr. Sullivan. 

Counsel Lyon will conduct the proceedings this morning. 

Mr. DeWinp. Mr. Chairman, the case that is going to be involved 
in Mr. Sullivan’s testimony this morning involves Brown & Bigelow 
of St. Paul, Minn. I think it would be well to note for the record here 
that in questioning Mr. Sullivan regarding this case the committee 
is not creating any inference that the treatment that the taxpayer 
received in the case was improper, that is, that the taxpayer got any 
result that he was not entitled to. That is not the inference or the 
reason the committee is going into the conduct of this particular case. 

Chairman Kine. Very well. 


TESTIMONY OF THOMAS V. SULLIVAN ATTORNEY AT LAW, 
CHICAGO, ILL. 


Mr. Lyon. Mr. Sullivan, will you state your full name for the 
record / 

Mr. Sunuivan. Thomas V. Sullivan. 

Mr. Lyon. Where do you reside / 

Mr. Suutiivan. Chicago, Ill. 

Mr. Lyon. You are a practicing attorney ‘ 

Mr. Suuuivan. That is right. 

Mr. Lyon. You have represented the Brown & Bigelow Co. at 
various times in the past? 
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Mr. Sutuivan. I have for 16 years. 

Mr. Lyon. The committee heard yesterday testimony which referred 
to some stock valued at around $25,000 which was received by Josep! 
Nunan, Jr.. from Mr. Charles Ward, the president of Brown & 


Bigelow, in late 1947. We would like to inquire of you this morning 


as tothe background for the payment of that fee. 

Mr. Sutiivan. May I ask for the last few words again?’ I didn't 
hear them. 

Mr. Lyon. I said we simply want to inquire of you this morning a 
to the background for the payment of that fee. 

Mr. Suiuivan. Oh, yes. 

Mr. Lyon. That was a payment by Mr. Ward personally rathe: 
than by the Brown & Bigelow Co. / 

Mr. Sunsivan. That is correct. 


Mr. Lyon. You are familiar with the cireumstances relating to 


that payment ¢ 

Mr. Sunuivan. I am. 

Mr. Lyon. It was in December 1947 that the negotiations or dis 
cussions were had which led to the payment of that amount / 

Mr. Sutuivan. That is correet. 

Mr. Lyon. Just prior to that agreement to pay Mr. Nunan that 
amount of stock, Mr. Ward had had a matter up before the Bureau 
of Internal Revenue, had he not / 

Mr. Sunuivan. Yes, sir. 

Mr. Lyon. That was an application for a ruling and closing 
agreement ¢ 

Mr. Suuuivan. That is correct. 

Mr. Lyon. Which related to certain proposed stock transactions ? 

Mr. Sunsivan. That is correct. 

Mr. Lyon. Did you personally have anything to do with the 
handling of that application ? 

Mr. Suuutvan. Yes, I did. Are you talking now of 1946 or 1947? 

Mr. Lyon. Perhaps we ought to start with 1946. There had been 
a similar application for a ruling in 1946. 

Mr. Suuxuivan. That is correct. 

Mr. Lyon. That ruling had been granted / 

Mr. Suunivan. I beg your pardon / 

Mr. Lyon. That ruling had been granted in 1946 

Mr. Sunuivan. That is right. 

Mr. Byrnes. It was granted by Mr. Nunan as Commissioner, is that 
right? Mr. Nunan was the Commissioner at that time / 

Mr. Suniivan. Yes: he was in 1946. 

Mr. Byrnes. He granted that order? 

Mr. Suuuivan. Yes: the Bureau did. Yes, that is correct. The 
Treasury Department. Those closing agreements are obtained 
through the Bureau of Internal Revenue and then have to be signed 
by the Se retary or Under Secretary of the Treasury. 

Mr. Byrnes. That was in 19467 

Mr. Sutiuivan. That was in 1946. 

Mr. Lyon. That was in July of 1946, as a matter of fact, wasn’t it? 

Mr. Sunuivan. I think it was. 

Mr. Lyon. Without getting too much into the details will you tell 
me if I correctly summarize the nature of the ruling which Was re 


to 


in 
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quested 4 Mr. Ward owned the majority of the stock of the Brown 
& Bigelow Co. 

Mr. Suuuivan. That is correct. 

Mr. Lyon. It was at that time in 1946 a closely held company. 
It wasn't traded in on any stock exchange. Some years before 1946 
Mr. Ward had sold some of his stock to other employees of Brown 
& Bigelow. 

Mr. Sunnivan. That is correct. 

Mr. Lyon. In connection with these sales he had retained the 
( ption to repurchase the stock from various of these employees. 

Mr. Suxiutvan. That is right. 

Mr. Lyon. It was now proposed to have a public flotation of secu 
rities through an underwriter / 

Mr. Sututvan. That is right. 

Mr. Lyon. In connection with that it was contemplated that some 
of this stock which Mr. Ward had previously sold to other employees 
would be sold to the underwriter for resale to the public ? 

Mr. Sutuivan. That is right. 

Mr. Lyon. The question presented itself as to the tax treatment of 
amounts Which Mr. Ward would receive in return for giving up this 
repurchase option which he held. 

Mr. Sutuivan. That is right. 

Mr. Lyon. So far as Mr. Ward was concerned, the question was 
whether the amounts he received for giving up these repurchase op 
tion rights would be treated as long-term capital gains / 

Mr. Suuuivan. That is right. 

Mr. Kran. In orde? to make that clear, this stock had been sold 
on option to the employees ¢ 

Mr. Suxtuivan. No. Congressman, Mr. Ward had sold some of his 
stock to employees of the company, and when he made the sale he 
took back an option to repurchase that stock at book or market, which 
ever was the higher. He agreed to repurchase it at any time that the 
employee would want to sell it. Each one of those certificates had 
stamped across its face a statement that it was subject to an option, 
so that anybody would not buy it not knowing that that option existed 

Mr. Kean. Mr. Ward did not have the privilege of purchasing if 
the emplovee didn’t want to sell it ? 

Mr. Suntiivan. That is right. If the employee did not want to sell 


Mr. Kean. If the employee wanted to sell it, he had to offer it first 
to Mr. Ward at book value or market, whichever was the higher? 

Mr. Sctiivan. That is correct. I am sure there was a provision 
in there that if an employee left the company for any purpose or for 
any reason whatsoever they had to sell it. 

Mr. Kean. If they left the company they had to sell it? 

Mr. Sutuivan. That is right. 

Mr. Kean. When the stock was originally sold to the employees 
was it sold to them at the book value ‘ 

Mr. Suturvan. The book value. 

Mr. Kran. Not below book value, at book value? 

Mr. Suutuivan. That is right, book value. 

Mr. Kean. And the business of this corporation was calendars and 
novelties ? 

Mr. SuLuivan. Advertising specialties, that is right. 
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Mr. Lyon. In connection with the application for a ruling and 
closing agreement filed in June of 1946, were you the attorney who 
was representing Mr. Ward? 

Mr. Sutzivan. No. The Oppenheimer firm of St. Paul, Minn., was 
representing him. They were the general counsel for Brown & Bige 
low, and they were Mr. Ward’s attorneys, too, and they were repre 
senting him. The letter and application and so on were prepared by 
Mr. Oppenheimer’s office. 

Mr. Lyon. Did you yourself also assist Mr. Ward in the steps that 
were taken at the Bureau of Internal Revenue in 1946? 

Mr. Sutiivan. Yes. I was down here practically half the time dur 
ing the war because we had contracts with the Navy and also with 
the Printing and Publishing Division of the War Production Board. 
I spent a great deal of time here. When they came down I was with 
them. I was with them, I think, on some of the conferences that they 
had over at the Bureau of Internal Revenue. 

Mr. Lyon. Did you file any power of attorney in connection with 
this? 

Mr. Sutuivan. No; I did not. 

Mr. Lyon. But the Oppenheimer firm representatives did. 

Mr. Scuuivan. I beg your pardon? 

Mr. Lyon. The representatives of the Oppenheimer firm filed power 
of attorney. 

Mr. Sutxivan. I was always with somebody of their firm. 

Mr. Lyon. I gather they were regarded aS the attorneys of record 
in the matter? 

Mr. Sutxivan. That is correct. 

Mr. Lyon. After this ruling and closing agreement was granted ir 
July of 1946, were the stock transactions which had been proposed ir 
fact carried out? 

Mr. Suittvan. No; they were not. While the application to the 
Securities and Exchange Commission for authority to sell the stock 
was pending, there was a stock market break, and Reynolds & Co., who 
had the contract, didn’t wish to go through with it. 

Mr. Kean. What was that original decision between the long-term 
and the short-term matter? Did they decide that if Mr. Ward bought 
the stock back from the employees and immediately sold it to th 
public it would be a long-term? It does not look that way. 

Mr. Suriivan. No, Congressman, I was personally negotiating wit! 
several brokerage houses for the purpose of putting Brown & Bigeloy 
stock on the market, and after a great deal of talk with them and dea! 
ing with them and arguing with them, we agreed to sell it to Reynolds 
& Co., who in turn would resell it to the public. 

Mr. Kean. To what company? 

Mr. Sutuivan. Reynolds & Co. When Mr. Ward agreed to sell t: 
them his option as well as his own personal stock, he agreed to sel! 
to them the options which he had to repurchase this stock. The ques 
tion was whether those options would be treated as short-term or long 
term gains, whether they would be subject to the tax that would lb 
imposed on a long-term or a short-term gain. 

Mr. Kean. If he had actually bought the stock back from the en 
ployees and then sold it to Reynolds Co. there wouldn’t be a: 
question that it would be a short-term gain; but selling under an 0} 
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tion, something he had held for a long time, the determination was 
that the sale of the option should be a long-term gain. 

Mr. Suuuvan. That is right. 

Mr. Kean. Approximately how much of that stock had been sold 
to employees? 

Mr. Sutxivan. I wouldn’t know the exact amount, but it was a sub- 
stantial sum. 

Mr. Kean. A very substantial sum? 

Mr. Sutiivan. If he had bought the stock back from the employees 
and held it of course for six months—— 

Mr. Kean. That would have been a long-term gain. But was it 
half a million dollars worth of stock ? 

Mr. Sutzivan. It was more than that. 

Mr. Kean. More than that? 

Mr. Sutzivan. I am sure it was more than that. I may be wrong, 
but I am giving m) best recollection. 

Mr. Kran. Say it was $700,000 worth of stock, the difference be- 
tween a short- term gain where the tax would have been a tax on 
ordinary income— 

Mr. Suuuiivan. That is right. 

Mr. Kran. And the 25 percent capital gains tax would have been 
a very substantial difference, and this decision might have meant a 
difference in taxes of pretty close to half a million dollars, would i 
pot é 

Mr. Sutiivan. I wouldn't know. 

Mr. Kean. It might have. Twenty-five percent of $700,000 would 
he some $175,000 in taxes, whereas if it was the full income and you 
deduet 

Mr. Suuuivan. If it was $600,000 it would be $150,000 tax on long- 
term. 

Mr. Kean. If it was a full tax it would have been probably a tax 
of half, at least half a million dollars. 

Mr. Suutztvan. No: I don’t think it would be that high, but it would 
be very high. 

Mr. Kran. Probably 80 percent. It would depend on what the tax 
rate was in 1946. But this decision involved a very substantial sum 
of money. 

Mr. Suuutvan. That is right. 

Mr. Lyon. In that connection, Mr. Sullivan, I have some figures 
here which were obtained from Mr. Ward’s office in St. Paul. I have 
understood from you that Mr. Ward’s health is not of the best——— 

Mr. Sutxiivan. I am sorry, Mr. Lyon, I am not hearing all of that. 

Mr. Lyon. I have understood from you that Mr. Ward’s health is 
not of the best, and in the interest of saving him the necessity of 
coming here to testify I assume you would want me to relate this 
information that was obtained from his records as to the amount he 
actually recelved—— 

Mr. Suuuivan. That is right. 

Mr. Lyon. In 1947 from the sale of these options. 

Mr. Sutuivan. Of course the application to the Securities and Ex- 
change Commission carried all that information. 

Mr. Lyon. It is a matter of public record. 

Mr. Sunuivan. That is right. 
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Mr. Lyon. My information is that, when this financing actually 
went through the second time in late 1947, Mr. Ward sold or gave up 
options on 384,000 shares of stock and received $1,191,000. 

Mr. Sutiivan. It is all inthe record. I wouldn't have those figures 
in my mind. 

Mr. Lyon. That would certainly confirm the suggestion by Mr. 
Kean that quite a substantial amount of tax was involved here. 

Mr. Suutuivan. A substantial sum. 

Mr. Kean. I would gather from that that it was probably over 
S500 000, 

Mr. Lyon. In November of 1947 another application was filed, was 
it not, in behalf of Mr. Ward for a ruling and closing agreement with 
the Bureau here in Washington / 

Mr. Suntutivan. That is right. 

Mr. Lyon. Did you again assist in the handling of that application ? 

Mr. Sutiivan. No. It was filed and handled by the Oppenheimer 
firm, and then when they ran into delays down here I was called and 
I cme dow n. 

Mr. Lyon. Who called you to come down / 

Mr. Sututvan. Mr. Ward. 

Mr. Lyon. Then you came to Washington ? 

Mr. Suturvan. That is correct. 

Mr. Lyon. And you met with some of the attorneys from the 
Oppenheimer firm ¢ 

Mr. Sutiivan. That is right. 

Mr. Lyon. What steps did you take to overcome these delays? 

Mr. Sutzivan. In 1947 you are talking about now, Mr. Lyon? 

Mr. Lyon. Yes. 

Mr. Sutiivan. Mr. Leech of the Oppenheimer firm was handling 
it. and he had been over to the Bureau several times trying to get a 
hearing. He had not been successful in getting one. He had talked 
to different people in the legal department trying to get a hearing set 
so that there could be a hearing on this application. ‘Time was impor 
tant because the stockholders meeting had been called for December 
6. I came down, and I went with him over to the Department. | 
don’t remember what attorney we talked to, either one or two attorneys 
that day. We were told that they just found it impossible to give us 
a time, that they had so many other matters to take care of we couldn't 
vet it. 

Mr. Lyon. So many other applications which were ahead of your 
application, is that the idea? 

Mr. Suturvan. What ? 

Mr. Lyon. They had so many other applications which had 
arrived before yours. 

Mr. Sutnivan. I don’t know whether they were the same type, but 
they had a lot of business. They were very busy. We couldn’t 
vet a hearing. 1 suggested to Mr. Leech that we go over and see 
Mr. Nunan. We went over and saw him. I introduced Mr. Leech 
to Mr. Nunan, and Mr. Nunan made a call to somebody in the Bureau 
of Internal Revenue. Who that was I don’t know, because I was out 
in the other room. 

Mr. Lyon. Excuse me. I didn’t hear that distinctly. 

Mr. Scurtiivan. Mr. Nunan talked to somebody in the Bureau of 
Internal Revenue, and then Mr. Leech came out and told me we had 
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an appointment over to the Bureau of Internal Revenue. I think he 
said for that afternoon, or it might have been the following after 
noon. Anyway, we got over there and they made arrangements for 
a hearing. 

Mr. Lyox. You don’t recall who it was that Mr. Nunan called o1 
the telephone ¢ 

Mr. Sutuivan. | bee your pardon ? 

Mr. Lyon. You don’t reeall who it was in the Bureau 

Mr. Sunmpwan. IT don't I think IT was talking to one of the other 
vvers either in another office or in the reception reom. Mr. Leech 
with Mr Nunal 

Ml 4 IK \N What 

Mir SULLIVAN. T 
Nove lH he . 1O4G. 

Mr. Kean. That is after Mr. Nunan was out of the Burea 
Internal Revenue / 

Mr. Suriivax. Oh, ves 

Nir. Ky AN. Did Vou see him here, « ¥ did you see him n New Y° kK ¢ 

Mer. Scunnivan. Her 

Mir. Kean. You saw him here in his law office / 

Mr. Suturvan. That is right. 

Mr. Lyon. Then Mr. Nunan made this appointment for you 
Mr. Leech at the Bureau / 

Mr. Suriivan. That is ris 

Mr. Lyon. You went and kept that appointment ? 

Mr. Suntivan. I don’t think I was at the first one, Mr. Lyon. 1 

Mr. Leech wasthere. You see, it was mostly factual, and he had 
the information. He had drafted the application and so on. I don’t 
helieve I was at the first one. I think I was at the second one. 

Mr. Kean. Mr. Nunan knew all about this case on account of the 
work that he had done while he was Commissioner of Internal Reve 
nue, did he not ? 

Mr. Suuiivan. I assume that he did, Congressman. Of course I 
wouldn't know how much he knew personally about it, but I am 
pretty certain that IT had talked with him about it in 1946, 

Mir. Kean. I believe von called on Mr. Nunan several times 

Mr. Suntiivan. Oh, ves. 

Mr. Kr ix. In 1946 about the case / 

Mr. Sutrivan. I knew him quite well, and I knew his predecessor. 
I knew Mr. Hannegan very well, better than I knew Mr. Nunan. In 
fact. I think it was Mr. Hannegan who introduced me to Mr. Nunan 
after he was appointed. I had known Commissioner Helvering 
But I had no business over there with any of them. 

Mr. Kean. Owing to the fact that Mr. Nunan knew about the case 
when he was Commissioner of Internal Revenue, it wasn’t difficult for 
you to revive his knowledge of the case before he made that telephone 
call / 

Mr. Sutiivan. I had been talking to Mr. Nunan for some time in 
the middle of August down with the idea that he might appear before 
the Securities and Exchange Commission to represent Mr. Ward in 
that transaction, so he knew all about it. 

Mr. Byrnes. Back in 1946, Mr. Sullivan, when you were attending 
conferences with personnel in the Bureau of Internal Revenue relative 
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to that application back there, with whom were you having thes 
conferences? They were prim: arily with Nunan, weren't they ? 

Mr. Suuaivan. As I recall it, Congressman Byrnes, I believe T wa 
only at one conference, and that was in Mr. Me ‘Larney’ s office. There 
were several members of the legal staff and some of the executives of 
the Bureau of Internal Revenue in Mr. McLarney’s office, a big on 
where they had a big, long hearing table, and there were severa 
lawyers from the legal department in there. 

Mr. Byrnes. Your conferences back in 1946 were primarily wit 
Mr. Nunan, weren't they, the Commissioner ? 

Mr. Sutuivan. I had several conferences with Mr. Nunan. 

Mr. Byrnes. They were the primary contact with the Bureau 

Mr. SuLLIvVAN. No. 

Mr. Byrnes. That you were conferring with ? 

Mr. Sutuivan. No; I wouldn’t say that he knew too much about it 
After the first few times that I saw Mr. Nunan, after that I saw Mr. 
McLarney two or three times, but after that it was with the lawye: 
attorneys, over there, several of them, whose names I don’t recall. 
Four or five and I think maybe six lawyers sat in on the conferen 

Mr. Byrnes. In other words, you want me to understand that it 
wasn’t Mr. Nunan you were having your conferences with primarily / 

Mr. Suuiivan. I can’t even remember which member of Mr. Oppe: 
heimer’s firm was here in 1946. Whether it was himself or Mr. Lé 
wv Mr. Hodgson I couldn't tell you. 

Mr. BYRNES. You had a lot of other conferences, did you hot, ol 
this matter with personnel of the Bureau / 

Mr. Sutnivan. No. When the thing was first presented I am sure 
I talked to Mr. Nunan about it, and I think—— 

Mr. BYRNI Ss. You talked with him on a number of Oct asions 
you not ¢ 

Mr. Sunuivan. I knew him well and I used to go over to him 
talk to him. Sometimes I would go to lunch with him. I could: 
say how many times, but I know it w: ca ehiiaitiad thiaads 

Mr. Byrnes. Surely. 

Who did you think was the principal person to see so far as getiing 
this ruling back there in 1946? It was Mr. Nunan, wasn’t it ? 

Mr. Suuuivan. Frankly, I don’tthink se. Tthink it was the lawyer 
They were the ones who took charge. I have been trying hard to 
remember who the attorney was who seemed to be the leader in doing 
ill the examining and asking what was it all about, and so on. 

Mr. Byrnes. You don’t think Mr. Nunan had much to do with it? 

Mr. Suuuivan. I never saw him at any of the conferences. 

Mr. Byrnes. What were these occasions besides conferences, then, 
when you would go in to talk to Mr. Nunan about this case? Do you 
not call those conferences ? 

Mr. Sutiirvan. Yes; you could call them conferences, but I do not 
think I talked to him very many times about it after it got over in 
the hands of the attorneys. I will tell you this, Congressman: I knew 
him well, and I spent a lot of time in Washington, and I would talk 
to fellows up there while I would be waiting for lawyers from St. 
Paul to go to the Navy Department, where I had all kinds of | 
fere nces, or to go to the War Production Board P rinting and Pub lish 
ing. Materials were all under regulation at that time, yon know. | 
used to visit Mr. Hannegan and Mr. Nunan for a number of clients. 
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Mr. Byrnes. Did Mr. Nunan personally interest himself in this 
ruling or application back in 19464 He did not assign it to somebody 
else to handle in all the details, did he? He took a personal interest 
in it, did he not ¢ 

Mr. Suxuivan. I never saw him but at one conference. 

Mr. Byrnes. You talked with him about it in his office on several 
occasions / 

Mr. Sutuivan. Yes, sir. 

Mr. Byrnes. And he was acquainted at that time with the details 
of the case and what was going on in the Bureau / 

Mr. SULLIVAN. I don’t think he had time enough to go ove! the 
details or anything like that. 

Mr. Byrnes. What did you talk to him about that, then, if you 
were not talking to him about the case and he did not know anything 
about it ? 

Mr. Sutuivan. Yes; he knew about it, but I can’t tell you how many 
times I was with him. If I went by that office, if 1 was over at the 
Attorney General’s office or the Bureau of Labor or something going 
by there, I would put my head in the door and see if he was busy 
and I would 70 on. I would ask the receptionist if the Commissioner 
was busy. If he was busy l would vo on. If he wasn't busy [ would 
go in and ask him to goto lunch. A lot of times they were what you 
would call social calls. A lot of them. 

Mr. Byrnes. I am talking about just the occasions when you talked 


with him about this matter. 


Mr. Sunuivan. I couldn't remember that. It would be very un- 
isual if I didn't talk to him about it, Congress al I was very } en 


nterested in it. and of course it would be unusual if I didn’t talk to 
am sure | had more than a hundred conferences at the N ivy LD part- 
ment, | probably had a couple of hundred at the War Production 


him. I am just giving you my best recoliection. For i 


Board, and this minute I couldn't tell you who the various directors 
were. IL would have to meet various people. I couldn't remember 
them. I didn’t charge my mind with it. I didn’t think there was any 
occasion for doing it. , 


Mr. Byrnes. I am still talking about 1946. At that time you were 
a good friend of Nunan’s, weren't vou ? 

Mr. Sutnivan. I was what / ' 

Mr. Byrnes. You were a good friend of his? 

Mr. Suntnivan. Oh, yes. 

Mr. Byrnes. He knew that you were interested in the Brown & 
Bigelow case which was before him ? 

Mr. SuLLivan. Sure. 

Mr. Byrnes. You talked to him on a number of occasions about that 
case, didn’t you ‘ 

Mr. Suiuivan. That is right. 

Mr. Byrnes. As far as the information vou obtained from him 
went, he clid have know ledge ot the case and interested himself il 
case ¢ 

Mr. Sunsiivan. I am certain he did: ves. 

Mr. Byrnes. Surely. 

Mr. Lyon. In talking to Mr. Nunan you told him hew your applica- 
t10n seemed to be voting in the Bureau, did you not ¢ 

Mr. Suturvan. What? 


the 





3570 INTERNAL REVENUE INVESTIGATION 


Mr. Lyon. How your applieation seemed to be in going through t 
various offices in the Bureau / 

Mr. Sutptvan. No. You see after these conferences in the Bur 
in 1946 the matter was pending n the Security and Exchange Co 
mission, and it dragged and dragged and dragged over there. 1 
when the market broke, Revnolds & Co. withdrew. 

Mr. Lyon. That was after you got your ruling from the Bur 
of Internal Revenue that these other things happened, isn’t that tru: 

Mr. Suntuivan. No: I don't think se. I don't think the SEC rul 


lam talking about 1946 now. 


te thnrough vu 
Mr. Lyon. That is right. 

Mr. Sutuivan. | think the—vou might be right. 1 am not sure 
Mr. Lyon. Certainly this is true, isn’t it, that you maintained yo 
‘ruling through the Bureau of Internal R 


t 


interest in getting this 


until you finally got it? 

Mr. Suunivan. I what ? 

Mr. Lyon. You continued to be anxious to get your ruling from t! 
Bureau of Internal Revenue / 

Mr. Suuutvan. Oh, ves: that is correct. 


Mr. 


Lyon. Isn't it true that you talked to Mr. Nunan at varion 


times while it was pending and you explained how the thing w 
voing in the Bureau 4 

Mr. Suutuivan. I wouldn't know how many times I myself talked to 
him. I know that the attorneys for the company talked to him, too 


lam sure of that. 

Mr. Lyon. The attorneys for the company talked to Mr. Nunan / 

Mr. Surzuivan. I think so. I wouldnt know when. I wasn’t with 
them all the time, you know. I would be with them just occasional] 

Mr. Lyon. Didn't you talk with Mr. Nunan a number of ti 
half a dozen times. about this matter in 1946? 

Mr. Suniivan. It would be difficult to say to you how many times. 
I wouldn't know. 

Mr. Lyon. While this was pending before the Bureau there were 
certain difficulties that were encountered, isn’t that true? 

Mr. Sutuivan. Yes. There were some questions raised. I wouldn't 
remember just what they all were, but there were some questior 
raised by the legal department about these options, whether ther 
was a difference in the market value or the book value of the stoc! 
and things of that kind. I wouldn't reeall all the things. but 

Mr. Lyon. Wasn't there a problem that some people in the Burea 
thought was presented by reason of the steps that were contemplated 
In connection with the sale of the stock, the options, and didn’t they tell 
vou that if it were done in certain ways you wouldn't get the long 
term capital gains treatment ? 

Mr. Sutiivan. That is right. I am sure you are right on that. 

Mr. Lyon. So the original application was amended several times, 
was it not /é 

Mr. Suuutvan. That is correct. 

Mr. Ly ww. Those amendments were made to fit in with the advice 
vou got from the Bureau as to which way of doing it would result in 
the long-term capital gain and which would not ? 

Mr. Surnivan. That ts right. 

Mr. Lyon. Can you recall who it was in the Bureau who advised 


vou on how you should amend your application ? 
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Mr. Suuiivan. It was the attorneys. I don’t know which one. 

Mr. Lyon. The attorneys of the Bureau ? 

Mr. Suuuivan. That is right. I recall their saying that if the op 
tions were sold to Reynolds and then Reynolds sold the options back 
to the employees, they would be short-term gains and not long-term 


Some of those issues came up. It was a long time ago and I don't 
recall] all of them, ana | wasn t present il all the conferences, you see. 
| don’t know what came out of them. 

Mr. Lyon. \ ou explained to Mr. Nunan about these difficult les that 
you were encountering, didn’t you 4 

Mr. Sutnivan. | wouldn't remember, but I suppose [ did. 

Mr. Lyon. You told him that amendments were going to be made 
vhich would eliminate —-- 

Mr. Surzuivan. I would think I said that. Now 1 could not swear 
to it. but I would think that. It would seem the natural thing for me 
to do. 

Mr. Lyon. Let me see if I can refresh your recollection a little bit 
on the details. After there had been several amendments, there finally 
was an amendment which was made by telegram from St. Paul. Do 
you recall that ¢ 

Mr. Suuuivan. I didn't know that: no. 

Mr. Lyon. The record shows that a telegram was sent on July 10. 
146, and I quote in part from that telegram : 

rhe plan of having Reynolds & Co. buy any options from Ward and resellins 
same to stockholders optioner is hereby abandoned and request for ruling on this 
phase is hereby withdrawn 


Mr. Sutiivan. Who was that signed by / 
Mr. Lyon. I think we have the record here. This was signed by Mr 
Ward and by Mr. Wahlstrand. 
Mr. SULLIVAN. He isan employee of Brown & Bigelo 
Mr. Lyon. He Is an emplovee of Brown & Bigelow, Who joined Mr. 
Ward in this application for ruling, is that correct ¢ 
Mr. SULLIVAN. Phat Is correct, I don't remeniber that telegran) 
»member of the Oppenheimer firm who was here prob bly would. 
Mr. Lyon. You don't recall talking to Mr. Nunan about that ? 
Mir. Sunnivan. No: IT don't. 
Mr. Lyon. Y¥« lidn t tell him that vor 
rani Was sent ‘ 
Mr. Sunuivan. T wouldn't remember that. 
Mr. Kean. You would remember if you did ¢ 
Mr. Sunuivan. [mav have: ves, Congressman 
Mr. Lyon. The files of the Bureau of Internal Revenue show furthe 
at on the next day. July 1, 1946, the ruling which Mr. Ward had 
ed for was in fact issued in the form of a letter to him from 
Jost pl 1). Nunal ° ar » at Comn Isslonet! of ft ternal Re venue. The 
nissioner’s diary hows that on that same day vou had tw Con 
erences with Mr. Nunan, one at 10:45 in the morning and one at 
clock in the afternoon. 
Mr. Sutnivan. That IT did / 
Mr. Lyon. Yes. Phat rather st 


ovcests that vou probably 


ere talking 
Mir. Suniivan. That would be the natural suggestion. 
Mr. Lyon. About the ruling. 


Mr. Surnuivan. IT wouldn't know. IT wouldn't remembe 
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Mr. Lyon. That doesn’t serve to refresh your recollection on 
cle tails at all ¢ 

Mr. Sutuivan. No. I don’t believe the original letter Was signed 
Mr. Nunan. I think it was signed by Mr. McLarney. I may 
wrong, but that is my recollection. 

Mr. Lon. As a matter of fact. the files of the Bureau show, 
\ddition to the ruling letter which was actually issued by the ¢ 
missioner, an earlier draft which was in final form and acti 
sig } “cl by Mr. Nunan but which did not reach the sume result f 
had been asked for in the application, and that was marked “Di 

i do not send out.” 

Mr. Sutiivan. The record, Mr. Lyon, would be far more conc! 
than my memory would be on that. 

Mr. Lyon. I take it you don’t have any doubt that vou we: 
usSsINng this matter with Mr. Nunan 

Mr. Sunuivan. I haven't any doubt about it. 

Mr. Lyon. Mr. Sullivan, we prepared a skeleton chronolog 
what appears in the file and other records with respect to the 1 

slications. I would like to hand you a copy of that for 
your possible assistance here. Just following this outhme, Mr. S 
livan, yr rh ips vou can complete some of the details for the reco) 
You will observe that the original application was filed by Mr. W 
and an employee named Brown, and that was received on June 5 

Mr. Suutiivan. That is what this shows, ves. 

Mr. Lyon. Do vou recall that the original application was | 
Ward and Mr. Brown ¢ 

Mr. Sutuivan. No. This name Brown in here is new to me. 

Mr. Lyon. His name was eventually dropped, the original app! 
tion was dropped, and in one of the amendments Mr. Wahlstran 
name was substituted. 

Mr. Suntiivan. I see. That may be. 

Mr. Lyon. Do vou remember that now / 

Mr. Sutiivan. That may be. 

Mr. Lyon. Can you tell us how it happened that a different en > 
was chosen ¢ 

Mr. Suinivan. I veouldn’t know, Mr. Lyon. That would be cd: 
by Mr. Opper heimer. There was some reason for it. I could 
tell vou. 

Mr. Lyox. The Commissioner’s diary then shows three confere 
that vou had with Mr. Nunan very shortly after the applications w 
submitted. 

Mr. Sunnivan. It so shows here. 

Mr. Lyon. It shows one on June 5, 1946, at 2:30 in the afterno 
one on .June 7 in the afternoon at 3:15, and another one on June 
in the afternoon. 

Mr. Sunurvan. That is correct. 

Mr. Lyon. Can you recall what you may have said to Mr. Ni 
on those occasions with regard to this application ? 

Mr. Sutiivan. Unquestionably I told him about the filing of 
applications. 

Mr. Lyon. Did you ask him to kind of keep his eye on it for yo 

Mr. Suniivan. No; I don’t think so. In fact, I knew very litt 
about how mattersranthen. It was long afterwards that I ascertain 
that this went through several branches over there and wound up 


ind 1947 apy 
_" 
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legal department. I didn’t know how it was done. I had never 
ad one before. This was the first one. 
Mr. Lyon. Did you ask him how you should go about filing it, what 
of the Bureau, or something of that sort? 
Mr. Sutiivan. No. Mr. Oppenheimer’s office had had them before 
i I think they knew 
Mr. Lyon. Can’t you recall at all what you said to Mr. Nunan 
Mr. Sunyivan. It would be purely speculative. I couldn’t recall 
at T said. Iam sure from what vou show me here that the lette1 
filed on the fifth, given to the Department on the fifth, and my having 
onference with Mr. Nunan on the same day. surely I must have 
ked to him about it. 
Mr. Lyon. You think you may have told him this was something 
were anxious to get through in a hurry? 
\Ir. St LLIVAN. I nucht h ive told him we were anxious to fac ilitate 
surely. 
Mr. LYON. Did he Say iit would do what he could to help you! 
Mr. Sutuirvan. What his answer was I don’t know. I had no o 
n for charging my mind with that. 
Mr. Lyon. Then you will observe that on June 19 the original 
pplication was amended / 
Mr. Sunuivan. That is right. That says “Date (question) of re 
pt of undated amendment application letter to commissioner from 
Ward and Brown.” Then follows the 21st, “Date of applicatio 
etter by Ward and Wahlstrand.” That is probably what you mea 
by “amended” to include Wahlstrand instead of Brown. 
Mr. Lyon. Yes. 
Mr. Sunnivan. Why that was done, I wouldn't know. I don’t think 
cnew about it. 
Mr. Lyon. I am sorry I didn’t quite get your answer there. What 
is that / 
Mr. Suntuivan. I beg your pardon? 
Mr. Lyon. You say vou didn’t know what these amendments were 
rout f 
Mr. Sutnrvan. I don’t recall that particular one about changing 
ames of the employees, and what the purpose was. 
Mr. Lyon. Didn't you attend conferences with people in the Bureau 
explain the diflic ulties that were bei ing encounte red on the basis of 
applications as they stood? Didn't you tell them that you would 
hat they were amended ¢ 
Mr. Sutiivan. No. IT wasn't handling that. Surprising as it ma) 
eem to you, I sat in on one conference that | remember in Mr. 
McLarney’s office ony I don’t think I said very much other than to 
xplain to him in my own case how the stock was sold to the employee 
he optl 1on and s soon. The attorneys hired for that purpose were 
he the talking. 
fr. Kran. Would you say that your job in the case was being a 
1 mas of Mr. Nunan’s/ 
Mr. Sutnivan. No. 
Mir. Lyon. He had a conference with you, 2 days after that another 
ference with vou, and 3 days after that another conferenc e with 
and then the next month two conferences with vou on the 11th 
nd then again on the 16th a conference with you. 
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Mr. Sutnivan. That is right. It doesn’t show here and I « 
cuow whether a member of Mr. Oppenheimer’s firm was here handling 
that. I don’t know in 1946 who it was. It doesn’t show whethe: 
was with me or not. I don’t know. 

Mr. Lyon. I might say that the Comumiissioner’s diary itself 
( nly your hame on these \ rious occasions. 

Mr. Sunuivan. | can assure you that every time [ saw Mr. \ 
it wasn't to talk about this case. ‘There were a lot of times so 
{ would ask him to go to lunch, or I might be at lunch with 
fellows where he might come In, things like that I couldn't tel 

Mr. Lyon. You knew him very well. 

Mr. Suntiivan. Very well. 

Mr. Lyon. During the time we are talk 

Mr. Sutiivan. That is right. 

Mr. Lyon. When did you say you first met Mr. Nunan ¢ 

Mr. Sunuivan. It was shortly after he was appointed Comm 
of Internal Revenue. | was introduced to him either by Mr. Han: 
or by John Sullivan, who was then Under Secretary of the Trea 
[ tried to remember which one since I talked with you, and it wou 
be purely guess work, but it was one of the two, Of that I an 
I am more inclined to believe it was Mr. Hannegan than John Sul 
because I knew Mr. Hannegan very much better than I knew Jo! 
Sullivan. 

Mr. Lyon. The Commissioner’s diaries for the years 1944 and 1945 
indicate that you were in to see Mr. Nunan on several occasions. 

Mr. Sutnivan. I had no matters pending. 

Mr. Lyon. You had no tax matters pend o at that time / 

Mr. Suuuivan. Not that I know of, not a one. They would by 

ills entirely. 

Mr. Lyon. You werent at all extensively engaged 1] 
if tax law—— 

Mr. Suniivan. Never have been. 

Mr. Lyon. When you first met Mr. Nunan? 

Mr. Sutuivan. That is right. I never have been. 

Mr. Lyon. You have handled a number of tax cases 

ivent you? 

Mr. Sutnivan. A few. LT wouldn't say many. 
than Li 

Mr. LYON, \re you admitted to practice before the ‘Trea 
Vepartment / 

Mr. Sunsivan. Yes, surely. 

Mr. Lyon. About when were you admitted ¢ 

Mr. Sunnivan. 6 or 7 vears. I wouldnt remember. About 
Time, though. 

Mr. Lyon. About 1944 or 1945 / 

Mr. SULLIVAN, Whenever | root the first tax cnuse, l think, | 
udimiutted, I don’t belheve I was admitted before that. 

Mr. Lyon. You got your first tax case some time after Mr. N 
wits ippointed ¢ 

Mr. SULLIVAN. Some time around in 1945 or 1946, along ther 

Mr. Lyon. | would lke to come back to a question that you ra 
is to who signed the ruling letter in 1946. I have here a photost 
opv of ruling and closing agreement. As a matter of fact, | 


} 
ii\ 





5 Retard 
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ere obtained in St. Paul fron: Mr. Ward's records. T might simply 
int to the letter to Mr. Ward dated July 22. 1946. which states that 


The agreement was executed and approve d by the Acting Secretary 
f the Treasury July Y?) 1946. and 1s tr ipsmitted herewith for vou 
files.” That letter is sioned “E. I. McLarney. Deputy Commissioner, 


by P. H. Sherwood, head of the division.” The actual clo 1] cr AgTet 
ment which transmitted with that letter bears the sigh iture of Joseph 
i?) Nunan. Jr. If vou would lke to see it 

Vir. SULLIVAN You have it there and It is accurate. The letter was 
ened by Mr. Sherwood, and it wasn’t “bv” Mr. Sherwood. It was 
med by Mr. Sherwood | 

Mii LYON. Phat ts ! ply : letter of transmittal 

Mr. Sunnrvan. I see l wet vor 

Mr. Lyox. B what th etter transmits the ruling and closing 
vreement which bears t cnature of Mir. Nunat 

Mr. Suruivan. I see. The closing agreement was signed by Nuna 

‘ phen} nm} } Mt Vo \ nteda to hie anothel application 

which followed very much the line of the first one, just how ts it that 


vou decided to turn to Mr. Nunan’ You said you encountered delays 
~ Mr. Sunuivan. The Oppenheimer firm filed this new ap} lication 
hecause there hac been a hanve i broke rs, Contract was with Otis 
& Co. in Cleveland as the distributors, and Mr. Oppenheimer thought 
that the first ruline was sufficient. but as a matter of prudence and t 
! ike sure it MV is covered, he thought th it they ought to file for i new 
ne agreement ba ed on the Otis contract, not thr Reynolds 

ntract, because the R vVnoids contract had heer Viti ited. 

Mr. Lyox. But the general plan and the n 

qd ruling 

Mr. Suututvan. Were the same. 

Mr. Lyon. Were virtually the same as the one in 1946. 

Mr. Suutiivan. It might have been changed. I think all the obje 
tions that had been raised to the 1946 application were probably 


iture of the appl iT 


wiped out in the 1947 application, They had had that experience 
nand thev knew exact!y what the objections would be, and the new 
pplication I think was tailored to fit those objections. 


Mr. Lyon. In other words. it followed the form of the appli at 

hafter amendment had been tinallsy uy proved Mn 1946 7 
Mr. Sutsivan. That is rig 
Mr. Lyon. When you talked to Mr. Nunapn. did you exp! in that to 
mm‘ 
Mr. Sunnivan. | dont think I did. I don't remember doing if 
| don't remember ( xp! Llnine that there was any difference I dor t 
remember that. I may have, but I don’t remember. 

Mr. Lyon. You must have—— 

Mr. Sutiivan. I don't think we had much discussion on that. Ow 
worry at that time was hu ry, Was haste to cet it Out. 

Mr. Lyox. You went to Mr. Nunan and said you were having 
elavs 

Mr. Suuziivan. That is right. 

Mr. Lyon. In getting something through the Bureau ? 

Mr. Surntvan. That is right. and asked his help to expedite that 


chi 


on 
rit. 


i 
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Mr. Lyon. You must have told him what sort of thing i 
ou had before the Bureau. 
Mr. Sutnivan. What is that ? 
Mr. Lyon. You must have given him some idea of what sor 
>was vou had before the Bureau / 
r. Suttivan. Oh, yes: Lam sure we did. We went over th 
[ ami sure, that the application for a closh Yr Voreemen? 
Department, and that Mr. Leech had been unable to get 
ction over there at all on it, and that we were very much pert 
ibout it because the annual met ting was on the 6th. the reg i 
olders’ meeting Was on the 6th, and 1 { had b 
hem about what was going to occur at the meeting. 
was a spe ial n eeting called for that purpe 


Mr. Lyon. Stirely you must have told him what s 
igreement this was, didn’t you / 

Mr. Sutuivan. I don’t think so. I don't think so, becau 
vasn’t asked any part of that. He was only asked to try to ge 
hearing. 

Mr. Lyon. He was going to try to get speed. 

Mr. Suutiivan. Expedite the closing agreement. I don’t think 
was any discussion with him as to what the closing agreement 
I think we assumed that he would know from what the previous 
Was, 

Mr. Lyon. Isee. I just couldn't understand that Mr. Nunan w 
all up the Bureau and try to get speed on something without hay 
some idea of what it was. 

Mr. Sunuivan. Oh, no. Unquestionably he knew who to 
ver handled that business in the Department. 

Mr. Lyon. You don’t reeall whom he called / 

Mr. Sutnivan. No: I don't. Since I talked to you I have tris 
emember, ind I know | ought to know the halies of Thiose ay 
mut it just didn’t stick in my memory, that ts all. 

Mr. Lyon Do you think it could have been the Comm 
Schoeneman / 

Mr. SULLIVAN. | tried to fit dl out fo. you 


with me vou seemed to suggest that I 


Mr. Schoeneman. T put in a long distance call ve 

vr Mr. Leech to ask him what his recollection was of whetl 
‘ever talked to Schoeneman. He was on vacation, they told 
St. Petersburg. I la., and they wave pie the name of the he tel, ind | 


mito. Pei rsburg and the v ach isedl me that hie had check 


( 
le 
hil 


l me night that he checked out and left no forw 
as trying to verify with him whether or not we had 
Mr. Schoeneman about it My own recollectio 
but I might be wrong 
Mr. Lyon. That is what you told me when we discussed this 
le of davs vO If you will turn to th second p ve of th hro 
verhaps that will shed a little light on this. 
~ Mr. Sunztvan. Which is that now? 1947? 
Lyon. Yes: on page 2. You will observe that the appli 
‘was filed on the 13th of November, and on the 17th of Nove: 
‘ommissioner’s diary shows that there was a conference at 
b een Mr. Schoeneman and you and Mr. Leech. 
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Mr. Sutnivan. That could very well be true. That ts exactly 
[ was trying to reach Mr. Leech for when I put in those two long 
tance calls yesterday. It might be true. Iam sure if it was, it wasn’t 
tiny extended one, because I think he just referr 7 us to son body. I 
lon’t even recall it, to tell you the truth. 

Mr. Lyon. With that in mind do you think it must 
Schoeneman that Mr. Nunan called on the telephon 
went to Mr. Nunan about this? 

Mr. Sutuivan. It might have been. I woulhy't 
{ couldn't remember have been. I couldn't te 
ember meeting with the attorneys. 

Mr. Lyon. Apart from this first telephone ‘all that Mr. Nunan 
made in his office, did he do anything else at all to assist you! 

Mr. Suuiivan. I think there was another one or two, and I think 
Mr. Leech thinks there were 3 or 4 times when he called because of 
delays in one division or another over there. I think there was more 


1] YOu, I re 


than one. 

Mr. Lyon. You s i\ Mr. Leech thinks he recalls m ivbe 3 or 4 calls. 

Mr. Sutziivan. That is what he thinks. I talked to Mr. Leech in his 
fice in St. Paul and he told me that his recollection was that he had 
to go back to see Mr. Nunan another time, but | was not with him at 
that time. 

Mr. Lyon. You continued to be interested in expediting this ruling? 

Mr. Sutiivan. Very much so. 

Mr. Lyon. Did you take any other steps to get it expedited apart 
from talking to Mr. Nunan? 

Mr. Sutxiivan. Would you be kind enough to wait just a moment, 
ind I will look over this sheet and see? 

Mr. Lyon. Yes. You will find references there. 

Mr. Scxiriivan. I see one here on the 18th, where it SiuVs, “In re: 
Ward and Wahlstrand. Mr. Leech from St. Paul called today and 
ilked to Mr. Atkins.” That is the name of one of the attorneys that 

were conferring with, I am sure. “Is very anxious to get case 

nd wants to be contacted at Raleig Hotel when nse is ready.” 

Mr Lyon. What you are reading rom isa file note from the re ords 
f the Bureau of Internal Revenue. 

Mr. Sutuivan. That says “File note by *h rm’ st: 
of above, states in full as follows.” 

Mr. Lyon. On the 19th of November it appears that Mr. Nu 


confere) ce W ith Mr. Sv hoe eman. Did Mr Nun never te 1] vou 


h 
f 


; 


e would “oO over and see Mr Schoenema ibout this case 
Mr. Sunitvan. No, sir Does the record show this was a cor 
we about this matter 
Mr. Lyon. No: it does not. It simply Says there was a conference 
between Mr. Nunan and Mr. Schoeneman in Mr. Schoeneman’s office. 
Mr. SuLiIvan, | don’t know about that. I can tel] vou | didn’t ask 
m to go, I know that. 
Mr. Lyon. Did you encounter any difficulties in getting this 1947 
ling? Were there objections raised anywhere in the Bureau that 
ere brought to your attention ? 
Mr. Sunuivan. I don’t recall. I think the 
bout I should say pretty much the same as in 1946, questioning 
hether or not there was a difference between the market value and 
the book value. I think the question that Ward might sell his options 


/ 
eT 


lawvers were talking 
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to the broker and the broker in turn would sell the options back t. 
person who sold to Ward was obviated in the 1947 applicatio: 
don’t think that question was raised. I wouldn’t remember all 
Mr. Lyon. The question that was raised was this, the one that 
referred to, was it not? Some of the people in the Bureau and 
freasury thought that there should be some information provict 
to what was the market value of the stock at the time of the o1 
ile of the stock by Mr. Ward to each of th emplovees, , 


Mr. Stunuvan. You are right. 

Mir. Ly N. Phey wanted to see th relationship bet wee that 
value, whatever it might be, and the price at which Mr. W 
ola tock te each emplovee / 

Mr. Sutomvan. Thatisright. You are correct. 

Mr. Lyo» \ i matter of fact. before the clo Ine ag 
finally exe ted on December 35 you yourself lad conversa 
1 i subte did you not. with the Under Secretary of t | 

Under Secretary Wiggins? 


Mr. Sutiivan. No. It develops that Mr. Wiggins was | : 
retary of the Treasury. I look at your paper here and it says I 
1 long distance telephone call with him from Chicago. T must 
been back in Chicago. That is your notation. 

Mr. Lyon. Yes: on page 5 of this outline is a copy in full of 
file memorandum reporting on the substance of that conversati 
When I talked with you a couple of days ago I told you that I! 
i reference to this, but I didn't have the full text at hand. 

Mr. Scunurvan. That is right. It says that I called Mr. Wigg 
o¢ distance from Chicago at 5:25 p. m. on December 3, 1947, 
stated that I understood there was some question about the valu 
the stock. Do you want me to read that ? 

Mr. Lyon. Perhaps I could summarize it and read parts 
Then Mr. Wigvins said, and I quote: 


Ther or ohne question The option wes given for S1D10 sh: 
as the market value of the stock at the time the opiic Wis given 

Mr. Sun x. | went all throuch th poin tl arial 

h) 1945 this t 


Min MFULLIVAN. That must have bee inp take, Decutis 1 
! isin 1946. 
Mr. Lyon. Yes; that must be an improper reference 
WicGIns. The’ file I got did not show what the value of the stock wv 

Ther you told h rh 

Mr. Sunrivan. Suppose you were an employee of Brown & Bice Sul 
vou bought some stock at $19.10. That was the book value—whatever the 
ployee paid for it. There never was any other market but the employe 
Brown & Bigelow 

Mr. Sunuivan. I think that is correct. 

Mr. Lyon. So in effect you were telling him that the only valne 
signe d to this stock at the earlier time before it was publicly held 

1 7 . , 
The book Viale 

Mr. Scuuivan. That is right 

Mr. Kean. Coming back to this question about what the saving 
was, a ¥%5-npercent tux on that S$1.191.000 would have amounted 
about $297,000, approximately $800,000, and T believe that in t! 
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year the maXimum tax Was 90 percent. So if it had been a short-term 
gain it would have been subject to the maximum tax of some $1,000,000 

taxes, $1,071,000 as I figure it, which means that this decision In 
volved the figure of approximately $775,000. 

Mr. SULLIVAN. Congressman, it simply meat hat Mr. Ward 
ouldn’t have sold. It just means he wouldn't ey Lve So ld 

Mr. Kean. It would have amounted to a tax of $775,000. 

Mr. Suitzuivan. If you will look at the record, I think you will see 
iat Mr. Ward’s taxes over those couple of years were around $1500, 
UU, his tax alone, so ce rtainly he wouldn’t have sold if he had to pay 

short-term cain, because that woul | have absorbed the entire thi ig, 

Kean. I am very glad you brought that out. because I think 

is of extreme iiiestaaace that everybody know that these high tax 

rates under certain inte rpretations make it impossible fora person to 

do the normal business that he would do in accordance with the best 
siness practices. 

Mr. Suuiuivan. That is right, Congressman. Let me tell you what 
the purpose was. I have been with Mr. Ward for 16 years, and have 
een very, very close. We are very close personal {1 lel cls. H id he 
lied before he was married, that property would have been owned 
f tirely by the employees, because I drew that will which left his 
ntire interest to the employees. He wanted to put the stock in the 
employees as much as we could for morale purposes and for tax put 


poses and everything. The employees of Brown & Bigelow own ap 
proximately 55 percent of the company. When I went to put the 
tock on the market he \ inted to give the employees he break, so m 

| _— 1] 


that those who Wil ted to borrow money at the Dank e Would 


guarantee it =o they could get the stock. He had to buy 200,000 share 


get 
from the distri ibutor himself in order to fill out the commitment on 
day before it went « the market. Later on in 1950 he wanted to 
rive the employees who had not bought the stock had gone up i 
the meantime to $12.50—he wanted to give the employees who either 
In°'t have money or didn’t want to buy in 1947. he wanted to give 
hem an opportunity to own some of that stock. So he asked the 
securities ind Exc! inge ( ommiussion for authority to let him sel] 
it 100,000 shares that he had bought for $9.50, to let him sell it to 


e emplovees at that same price although the market aut that moment 
is $12.50. The Securities and Exchange Commission were eX:min 


} } ] 1 


hinking that perhaps it was a method of reducing his own tax, 
eft him still in the same bracket. At that time he also hired 
s gentleman in 1950 to appear before the Securities and Exchange 

\ mmission | did not know that until this investigation came up. | 
sumed he must have been satified in 1947, because they hired him in 
The Securities and Exchange Commission approved that appli- 
tau to sell 100,000 shares to the employees, provided 

it each emp ee would sign the statement that they were buving 
for investment tr? not for speculation, and that they would hold it 
least 1 vear. Mr. Ward had to sign that same kind of agreement. 
Then he distr ibuted the 100,000 shares to the employees, and he wave 
hem the div idend which was then due. So they really paid S925 for 
stock worth 812.50 at that time. ‘| he stock paid a dollar div idend. 


“Oo 1 Was a good stock from the investment standpoint, on the 


tion allown 


lov 
" 
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original $9.50 paying almost 11 percent. Of course that is also bef. 
tax, 

Mr. Kean. Even if the capital-gains tax had been increased. 

ve Administration has recommended, to somewhere around 35 
cent, it would make it practically impossible for anyone to ma! 
transaction in accord with good business judgment. 

Mr. SULLIVAN. You coul In’t do it. Because you had to pay 
term gain, you just couldn’t sell any securities. 

Mr. Kean. Even a long-term gain, more than 25 or 26 per 
would prevent anybody doing business in the way that they norn 


shi uld fr Mh the | oint of eood business judgeme nt. 
Mr. Suniivan. Congressman, you couldn't sell it, no person we 

give up 25 or 26 percent. I think that 1 percent is just meani 

If it went So percent the owner of the stock would still hy 


eitt 


silly to sell 1. 
Mr. Kean. They wouldn’t sell it. So it would stop the normal fl 
of ( ipital, which should be in accordance with the best busins 


} 
i 


yractice 
| Mr. Lyon. Mr. Sullivan, how is it that you happened to call M 
Wiggins on the phone from Chicago? 

Mr SULLIVAN, When you asked me a couple ot days ago abe 
that. I hadn’t the slightest hao Sage of who Mr. Wiggins was. ‘1 
me it was just a name. Evidently I was called and told that t! 
question was Uj d he had me ne Mr. Wiegin Then evider 
from this memor: Anse Bon that you have from sas files here | ast 
tained that he was Under Secretary of the Treasi and he wanted t 
asc ertain whe Paes or not there was any difference af é tween the market 
value and the book value of that stock before he would sign the opin ol 

Mr. Lyon. The phone call that you made to Mr. Wiggins 4 
5:25 p.m. on December 3. Mr. Oliphant’s records disclose that 
received a call at 5:13 p.m. from Mr. Lynch, general counsel for t 
Treasury, and in the course of that conversation—— 

Mr. Sutiivan. I beg your pardon. On what page is that ? 

Mr. Lyon. That is page 3 of the outline, down at the bottom. 

Mr. Sututvan. Yes: I see it. 

Mr. Lyon. Mr. Lynch told Mr. Oliphant that Wiggins said t 
get the information about the market price of the stock “by long d 
tance phone or any way you want as to whether or not there j IS O1 
not a split.” or spread between the market value and the price at wh 
the stock had been sold. 

You called about 10 minutes later, and it would appear that some 
body must have called you in between those two calls. 

Mr. Sciurvan. That is right. 

Mr. Lyon. You don't recall who that was? 

Mr. Sutiivan. I really don't. 

Mr. Lyon. Just to complete the record, it appears in connection wit 
vour continued interest in getting this thing through that you als 
called on the assistance of Senator Langer, is that correct ? 

Mr. Scuiivan. I talked to him last night. I talked to Senator 
Langer last night. 

Mr. Lyon. I see. 

Mr. Sutiivan. Because when you were talking with me day befor 
vest rday you brought that up. I said that I didn’t believe that I 
had asked him to call anybody. I talked to him last night and h: 
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told me that I did, that I asked him to call the legal department of 
Bureau of Internal Revenue to try to facilitate it because the 
meeting was set for the 6th of December, and that he did call. He 
he talked to Mr. Oliphant. I told you that to my knowledge 
had never seen Mr. Oliphant and never talked to him. He might b 
one of these groups of attoi nevs that we were talking to. He may 
ve been there. But, if he was there, it didn’t make any impression 
mv memory. 

». Lyox. You understand I am not suggesting any gr nian 
part of the Senator just am tr ‘ying to complete t e record 
SULLIVAN. Not at al I would have asked a ybody that J 

would help ne facilitate this thing Fong through. 

| \ that meeting 
dently I was back in Chicago on December 3, because this was 

istance call from Chicago when | expl: Lined to him as I hav 
baad to Congressman Kean that there was no difference betwee 

market and the book value because there was no market for th 


Was gett i rand closer every aa} 


Kran. Your relationship with Senator Langer was clos 
onally, was it not ¢ 
SULLIVAN. Oh, surely. Il have known him for 35 years and 
wen for him and against him and with him, either militant! 
m or militantly against him, one of the two. 
Mr. Kean. You had once n his co if 
Mr. Scunivan VO: \ hh i Congress. Iran for it. I ran for 
eress but was e > ’ about 1,100 votes. I was not i 


wress 


Mr. Kean. From North Dakota? 


Mr. Sutnivan. From Minnesota. The way I got in touch with 
nator Langer, I was one of the attorneys for the Nonpartisan League. 
organization of farmers, organized for political purposes. Senator 
Langer was elected Attorney General of North Dakota by that group. 
I attended a session of the legislature and drafted much of the legis 
ition that outlined it, at least that was presented to the legislature, 
and consequently came in contact with him a great deal. I campaign 
re in every campaign. I lived in Minnesota until 1927, when I 
oved to Chicago. Then later Senator Langer had a break with 
league and he ran against Governor Frazier for Governor and | 
paigned against him because that was illegal. He was defeated. 
is on the other side of the road then until Senator Langer had his 
oubles up there while he was Governor 15 years ago. It was 
irged he accepted funds from public officials. As a matter of fact, 
‘re was nothing to it. The appellate court reversed it. I was 
tantly for him then because I figured that he was being, to use a 
eh word, he was being framed and persecuted by politic ‘al enemies 
r political purposes. ‘The crowd that were doing it were the crowd 
my side of the road, and I left them. I volunteered to defend him 
‘or nothing, and, like most lawyers who volunteer their services free, 
I wasn’t retained, but that was all right. Then, when he ran agai 
r Governor as an independent, I went in the State and campaigned 
for him as an independent. He was elected. Although there was 
a Democratic landslide and President Roosevelt carried the State 
overwhelmingly, there wasn’t any Democrat elected except the Pres 
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dent, who carried the State. Langer, an independent, was ele 
Governor. The Nonpartisan League ticket was elected from Li 
tenant Governor down. They cut the ticket up into its four or fj 
columns on the ticket. Since that time I have been very friendly \ 
him. Strange as it may seem, I continued friendship with the fel]; 
on the other side, too. I supported Lemke, even supported him whe: 
he ran for President. 

Mr. Kean. The reason you asked him to make this call was 
account of the intimate personal friendship you had with him? 

Mr. Suutuivan. That is right. 

Mr. Kean. I am interested in one thing you say which is a 
beside the point. You from Minnesota go in and campaign in N: 
Dakota all the time. 

Mr. Sunuivan. I was one of the attorneys for the Nonpart 
League. 

Mr. Kean. If carpetbaggers came into New Jersey, it wou 
help. 

Mr. Suuurvan. It is not quite that, Congressman. I was one of 
attorneys for the Nonpartisan League, and the Nonpartisan Leag 
was in Minnesota, North Dakota, South Dakota, Nebraska, and VW 
consin. I went into all those States campaigning for that reason. 

Mr. Kean. It was the natural thing for you to do. 

Mr. Sutuivan. I campaigned in every one of those States. I t! 
you will tind that the officials from those other States also campaig 
in Minnesota. 

Mir. Lyon. Mr. Chairman, I have read from parts of memora! 
from various files of the Bureau, which appear at page 3 of the out! 
think in the interest of saving time I might with your perm 
offer these to be made a part of the record without reading 1 

further in full. 

Mr. O’Brien. Without objection, it is so ordered. 

( The document referred to is as follows :) 


CHRONOLOGY Re: APPLICATIONS FOR RULINGS AND CLOSING AGREEMENTS 
By Charles Ward et al., re Brown & Bigelow stock transactions, 146 and 1947 


June 5, 1946: Date of receipt by secretary’s unit, Audit Review Division |! 


if undated application letter to Commissioner from Ward & Brown. 

June 5, 1946, 2: 30 p. m.: Nunan conference with Sullivan. 

June 7, 1846, 3:15 p. m.: Nunan conference with Sullivan. 

June 10, 1946, 4:45 p. m.: Nunan conference with Sullivan, 

June 12, 1946: Date of receipt in CCO, Int. Div., of memo from McLarney to CC, 
Attention: Craig S. Atkins. Requests review of proposed letters and closing 
agreements attached, which granted requests in toto. 

June 19, 1946: Date (7) of receipt of undated amended application letter t 
Commissioner from Ward & Brown. 

June 21, 1946: Date of application letter by Ward and Wahlstrand 

July 2, 1946: Memo from MecLarney to CC, attention: Craig S. Atkin 
Ward & Wahilstrand application of June 21, 1946 and enclosing propose 
letter Proposed rulings: (a) on sale of option by Ward to R. & Co 
Stock by Wahlstrand to R. & Co: result is long term capital gain to W 
(b) but if option is sold to R. & Co and then resold to Wahlstrand, 
short term gain under section 117 (££) (2) So no closing aureementt 
prepared as to Ward. 

July 2, 146: Memo from Atkins to Wenchel, attention: Dwan. Expla 
proposed letters to Ward & Wahlstrand, particularly adverse result for W 
if he sells option to R. & Co. and latter reselis to the optioner. States W 
Brown requests were orally withdrawn “As a result of a conference 
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Deputy Commissioner's office with the taxpayer’s report” and superseded by 
instant requests. 

July 10, 1946: Telegram to Commissioner from Ward & Wahlstrand amending 
application. “Plan of having R. & Co. buy any options from Ward and 
reselling same to stockholders’ optioner is hereby abandoned and request for 
ruling on this phase is hereby withdrawn.” 

july 11, 1946: Conferences Nunan with Tom Sullivan at 10:45 a. m. and 
} p. m. 

July 11, 1946: Ruling letters to Ward & Wahilstrand. 

July 16, 1946, 10:30 a. m.: Nunan conference with Tom Sullivan. 

July 22, 1946: Transmittal Closing Agreements, executed in Treasury De- 


partment by the Acting Secretary. 
1947 RULING 


November 13, 1947: Application letter by Ward & Wahlstrand. 

November 17, 1947, 3 p. m.: Conference Commissioner with Tom Sullivan and 
Robert Leech 

November 18, 1947: Memo from McLarney to CC, Attention Atkins enclosing 

posed rulings and closing agreements, as requested in application. 

November 18, 1947: File note by “hrm” stapled to original of above, states in 

as follows: “In re: Ward and Wahlstrand, “Mr. Leech from St. Paul 
ed today and talked to Mr. Atkins. Is very anxious to get case and wants to 
tacted at Raleigh Hotel when case is ready. 

November 19, 1947: Memo from Tobolowsky to Manning, Attention: Atkins 
T. not initialling memos. O. K. re Ward, but don’t have enough facts to grant 
favorable ruling re Wahlstrand. 

November 19, 1947, 3:45 p. m.: Schoeneman conference with Nunan. 

November 20, 1947: Memo from Atkins to Oliphant Attention Dwan. Con 

s by pointing out that same rulings were given on almost identical facts in 
1946 and “accordingly, approved * * * is recommended.” 
November 20, 1947: Memo from Atkins to Dwan. Though as an original propo 
we might say “compensation, would result from the sale of this stock to the 
rwriter” (as agent for Ward), we gave a ruling and closing agreeinent in 
le.” = * t is my opinion that we should give this closing 
nent on these slightly altered facts.” 

ember 24, 1947: Conference, Oliphant’s office, R. F. Leach, Tom V. Sullivan. 

vember 24, 1947: Telephone call, Senator Langer to Oliphant, 2:50 p 

vember 24, 1947: Telephone call, Oliphant to Senator Lancet 22 DP 
ember 25, 1947: Conference, Oliphant’s othee, Atkins, Tol lowsky, Price, 


ny 


ne 


vember 25, 1947: Telephone eall, Oliphant to Senator Langer 
vember 26, 1947: Date of Ruling Letters issued by Commissioner 
es in I. T. U. Ward file, CC & CA files of Ward C Wahlstrand 
ember 2, 1947: Memo from DeWind to Lynch, 1946 ruling should not fore- 
the matter 
cember 3, 1947, 5:13 n.: Telephone call from Lynch to Oliphant 

» 1947, 5:25 p. m.: Telephone conversation between Mr. Wiggins 
Thomas B. Sullivan “attorney in the Brown and Bigelow case.” 
cember 3, 1947: Dat ) crecution of closing agreements by Wiggins, as 


Secreta ry 


ember ;: 


DECEMBER 
MEMORANDUM FOR THE FILES 


> } 


Thomas B. Sullivan, attorney in the Brown & Bige 
ns long distance from Chicago at 5:25 p. m. on December 3, 1947, and 
ted that he understood there was some question about the value of the stock 
Wiaeins. There is only one question. The option was given for $19.10 a 
What was the market value of the stock at the time the option was given? 
SULLIVAN. I went all through that point in the Commissioner's office both 
IM and this time 
Wicatns. The file I got did not show what the value of the stock was 
Mr. SULLIVAN. Suppose you were an employee of Brown & Bigelow Suppose 
ought some stock at $19.10. That was the book value—whatever the em 
vee paid for it. There never was any other market but the employees of 
vn & Bigelow. 
Mr. Wicerns. He (the employee) owned it himself? 
Mr. Sutitvan. Absolutely. I bought 1,000 shares myself when the book value 
$20. Of course, it has gone way up since then. 


ww case, phoned Mr 


50—52—pt. 4 59 
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Mr. Wiaeatns. All right, I will sign the papers this afternoon. 

Mr. SuL.Livan. I just wanted to explain. For instance, on a share, it wa 
ever the book value was on that particular day. 

Mr. Wiearns, All right. I will sign it and put it right through. 

Mr. SuLiivan, Thank you very much. 


DeceMBeER 3, 1947, 5:13 p 
[Telephone call from T. J. Lynch to Oliphant] 


Lyncu. On Brown & Bigelow closing agreement, 1, Wiggins said he wou 
sign unless there is something showing no split between the market pric: 
the option: 2, after that he had a call from Senator Langer saying they 
meeting on December 6. Wiggins said to say to you to get the informati 
long distance phone or any way you want as to whether there is or is n 
split. I have sent the file over to you. The spread is the subject of a mem 
dum by DeWind. Now he says in view of the stockholders’ meeting on the 6t! 
he suggests you wire, telephone, etc., to get the information right away 

OLIPHANT. All right. 

Mr. Kean. According to that record, Senator Langer 0) 
made one telephone call, and two telephone calls were made fro. 
Mr. Oliphant to Senator Langer. 

Mr. Lyon. I have the record in full from Mr. Oliphant’s reco: 
of the telephone calls that he had with Senator Langer, and, if \ 
desire, I might briefly read them or summarize them for the rec 

Mr. Kean. What I wanted to know was just how active the Senator 


was. 
Mr. Lyon. I think perhaps the easiest way of doing it is simply to 

read them. They are quite brief. On November 24, 1947, there wa 

a telephone call from Senator Langer to Oliphant at 2:30 p.m. 17 


entry reads in full as follows: 

Senator asked about the request for rulings in cases of Ward & Wabhlst 
Oliphant said he would get them out today or tomorrow. 

Then at 3 o’clock the same day there is the record of a phone 
from Mr. Oliphant to Mr. Craig Atkins of the Interpretative D 
sion of the chief counsel’s office of the Bureau, in which they discuss: 
the status of the ruling request. Reference is made there to the qu 
tion as to market value of the stock at the time of the original sale. 

Then on the same afternoon, November 24, 1947, at 5:22 p. m. t! 
is a telephone call from Mr. Oliphant to Senator Langer which rea 
in full as follows: 

OLIPHANT. I told you I would get that thing out today but have struc! 
and am calling you to tell you that I can’t get it out. We are going to sit 
and talk it out tomorrow. 

Senator LANGER. What is the trouble? 

OLIPHANT. The question of whether the so-call I. T. on stock options 

I may say that “I. T.”, Mr. Chairman, is a form of ruling whic! 
been issued a vear or two before dealing with stock options genera 

Resuming the reading as follows: 


arm 
i} } 


Y) 


Going to diseuss that in morning. If I can’t send anything along on it 
call you. 
r ANGER. Thank you very much 
1 on the following day, November 25, 1947, at 5: 30 p.m., a 
om Oliphant to the Senator: 
ippr ved the Wart 


so much 
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That is the record in full, Mr. Chairman. 

Mr. Kean. That confirms what I said, that all Senator Langer did 
was to make one call at the request of Mr. Sullivan. 

Mr. Lyon. Yes, I think that is clearly what the record shows. 

Mr. Sullivan, this ruling was issued on December 3, and the stoc 
holders’ meeting was held on December 6. 

Mr. Suxiivan. That is right. 

Mr. Lyon. Thereupon, as I understand it, the public flotation 
securities through Otis & Co. went forward promptly thereafter. 

Mr. Sunuivan. That is right. 

Mr. Lyon. Shortly after that somehow or other the question 
payment to Mr. Nunan arose. 

Mr. Suutuivan. That is right. 

Mr. Lyon. Can you tell me how that subject came up? 

Mr. SuLLIVAN. Some time—I am almost sure it was in August of 
1947—we were getting rumors that a number of brokerage houses 
were bidding for this issue. I don’t hesitate to say that personally 
I was favoring Glore Forgan & Co. of Chicago. I had contacts with 
all of these houses to get a finder’s fee whichever one of them got the 
business. But Otis made the best bid and I couldn’t get Glore Forgan 
tomatch that bid. So the contract was with Otis. We began getting 
rumors that Otis & Co. were having trouble with the Securities and 
Exchange Commission, that Mr. Eaton and others in the Otis Co. 
were fighting with the Securities and Exchange Commission, and there 
were intimations that we might have trouble with the Securities and 
Exchange Commission in getting by with Otis. We had run into 
such long delays in 1946 when the market crash came and washed us 
out, we didn’t want anything like that to happen to us again because 
it would be injurious to the standing of the company if it did. I 
talked to Mr. Ward about it, and he suggested that we hire somebody 
who had standing and prestige and who would be well known at the 
Securities and Exchange Commission, and if any roadblock came in 
they would have facility in getting in there to give our side of the 
story. 

He suggested that I hire Bob Hannegan, who was then out as both 
national committeeman and postmaster general. I told him I didn’t 
think Mr. Hannegan was the one because I didn’t think he was actively 
practicing. He had bought the ball team and was travelling with 
them. I knew he was director in several companies, moving picture 
companies and others. I suggested Nunan. 

Mr. Lron. You knew that Mr. Nunan was active in practice in 
August 1947 ¢ 

Mr. Sutuivan. Yes. I knew Mr. Nunan had gone into law practice. 
I hadn’t seen him since the time that he resigned up to this date. Al 
I got was from hearsay and fellows who had been in Washington an 
talked to him, and from the newspapers. But I knew he was pra 
ng. I suggested him, and I said, *He has had one of the big jobs, 
{I think heisanable man. He has prestige.” Mr. Ward told me, 
right, hire him.” So I went down to Washington and I am sure 
le an appointment with him first before I left. I came dow 
h ngton and | met him here. I brought with me a pl nted 


¢ 
{ 


ie application of Reynolds, a very big thick one that they 
th the Securities and Exchange Commission. I gay 
N nan and l told him what we wanted. | said, yf 
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nothing to this, but these are rumors that go around always on st. 
deals, as I understand it, and in the event we have any trouble 
there we want you to represent us with Mr. Oppenheimer.” | 
“Mr. Oppenheimer is handling the entire thing and you will hav 
work with him.” 

Mr. Lyon. Mr. Sullivan, I don’t want to interrupt you, but 
leading up to an answer to my question of how the matter of p 
ment 

Mr. Suntuitvan. That is right. He was retained. He said that 
agreeable to him. I asked him to familiarize himself with the : 
and regulations of the SEC, and to study this application, becaus 
contained all the factual data that there would be in the other one 

Mr. Lyon. Do I understand you to say you suggested to Mr. Nw 
that he read up on the SEC law and regulations ? 

Mr. Suturvan. That is correct. I was pretty certain that he | 
never had any business with them, because he had been in publi 
SO long. 

Mr. Lyon. Out of all the people in the country you selected | 
the ideal man—— 

Mr. Sutuivan. I did at that time positively. 

Mr. Lyon. To handle this Securities and Exchange Comn 
matter ¢ 

Mr. Surutvan. I did, sir. Of course, IT would like to see his 
the business. There wasn’t any doubt about that. When the 
was consummated I called Mr. Nunan and told him that Mr. VW 
wanted to pay him, and that he wanted to pay him. “Oh,” he 
“that can wait.” I said, “No, he wants to pay you in 1947 so li 
take his deductions in income tax.” 

Mr. Lyon. Now you are jumping ahead to December. 

Mr. Sururvan. That is right. This isin December. I don't 
that I had seen him between August and then. I think I had 1 
to him on the phone and told him it had cleared the Securiti 
Exchange. It went right through without any difficulty at all 

Mr. Lyon. Soin fact he didn't do anything on the SEC matter‘ 

Mr. Surutvan. That is right. except whether he did do as | 
him to do, I don’t know. 

Mr. Lyons. Do you have any correspondence or other records 
would reflect this request that you made of Mr. Nunan to handk 
SEC matters that came along ? 

Mr. Suuutvan. None at all. He had none with me. If he had 
with Mr. Ward I don’t know, but I don’t think he did. W) 
letters were in Mr. Ward’s files at Brown & Bigelow your agent 
examined. I don’t know what is there. I couldn't tell you my 

Mr. LYON. We haven't four d any record of any retainer of M 
Nunan for SEC matters in 1947. 

Mr. Sutaivan. Day before yesterday Mr. Ward told you the 
as I am telling you now. 

Mr. Lyon. Let’s continue. 

Mr. Sutriivan. Finally he said he wanted to go ahead. 

Mr. Lyon. He came up to St. Paul? 

Mr. Sutautvan. That is right. I met him at the St. Paul Hot 
drove him out to Brown & Bigelow, and introduced him to Mr. Wa 
That was the first time Mr. Ward had ever met him. We sat 
in the office and just a few pleasantries were exchanged, and Mr. \\ 
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said, “I want to pay you for your services.” There was just a few 
words conversation. Mr. Ward said, “I am going to pay you. Iam 
going to give you $25,000.” I distinctly remember that Mr. Nunan 
said. “Well, that is a stiff fee.” He said, “Well, that is all right. If 
| ever want any tax advice I will expect you to give it tome.” And 
they both |: tughed and Mr. Nunan said that would be ok: ay. 

U p to the day before yesterday when we were talking with you, 
[ had an idea that it was Nuns an who suggested the stock, but Mr. Ward 
caid he thinks it was he who suggested it, who asked him if he wanted 
to take stock, and he did. 

Mr. Lyon. Mr. Ward offered Mr. Nunan the choice of taking stock 
f he desired rather than eash ¢ 

Mr. Suuzivan. That is right. Mr. Ward had put up, had just 
ought, 100,000 shares at $9.50 and had paid out $950,000. He had 
drained his cash pretty low. I think he did prefer having Nunan 
take the stock. 

Mr. Lyon. He didn’t say he couldn’t or wouldn't pay cash / 

Mr. Sutiivan. No. He was able to pay it. 

Mr. Lyon. He wasn’t that low in his cash ? 

Mr. Suturvan. That isright. He was able to pay it. 

Mr. Kean. Would this stock come from Ward personally ? 

Mr. Sutiivan. Yes; Ward personally. 

Mr. Kean. As part of his personal stock ? 

Mr. SULLIVAN. Yes. All these costs were his. He didn’t charge 
any of these things to the company at all. They were all his. He 
paid them. 

Mr. Kean. Why not ? 

Mr. Sutiivan. You have to know him to know. He is scrupulous 
bout the stockholders not thinking he made any expenditures at 
their expense. 

Mr. Kran. If the payment was on a question with the SEC it 
would have been entirely a company responsibility. If this payment 
had been on a tax question for Mr. Ward personally, I can see Mr. 
Ward feeling he ought to pay it himself. If it was a payment for the 
SEC matter there is absolutely no reason why Mr. Ward should pay it 

Mr. Sututvan. I didn’t think so, either. I told him I didn’t see 
ny reason why he should pay it, that I thought it was a company 
bligation, but he paid It. Of course, it was his stor k. He was the 

jority stoc ‘kholder in ad lition to these options. He felt it was a 
ersoni al ol ligation of h l am sure he even paid Mr. Oppenheimer 

t of his poe ‘ket. 

Mr. Ki AN. Certainly no SEC deal could possibly be personal obli 
gation. 

Mr. Sutzivan. I don’t think so, either. I agree with you there, 
‘ongressman. But he also even paid Mr. Oppenheimer. He 

d by Mr. Ward personally, and not by the company. He paid all 
f that. 

Mr. Lyon. Mr. Sullivan, what it comes down to is the payment of 

000 for services which consisted of making from one to four 

ne calls, depending upon whether your recollection or Mr. Leech’ 

orrect,. 

Mr. Sutnivan. I will agree with you that it was very liberal for 
he services performed. 
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Mr. Lyon. The services were certainly considered valuable, wi 
they ¢ 

Mr. Suturvan. Yes. He had certainly helped in getting us | 
ings over there, and facilitated the hearings. ‘That was very val 
because if we hadn’t gotten the hearing we would have had to 
over again on the whole thing, and all the advertising that had 
out about selling the stock would have been injurious to the cor 
if it hadn’t gone through. 

Mr. Lyon. I have before me a photostatic copy of a receipt: 
rendered by Mr. Nunan, dated December 28, 1947, which has 
amount of $24,985, which you and Mr. Ward have explained 
arrived at by computing the value 2,630 shares of stock at $9.50 a s 

Mr. Sutuivan. It was an even number. 

Mr. Lyon. This bill was rendered by Mr. Nunan individua 
Was there any discussion out there at this meeting in St. Paul 
why this bill was rendered by Mr. Nunan individually rather t] 
by one of the two law firms that he was associated with ? 

Mr. Sutzivan. I didn’t ask him any question about it. In fact 
didn’t see the bill. I didn’t see it. 

Mr. Lyon. Did you ever discuss that with Mr. Nunan? 

Mr. Sutiivan. I know the only one I talked to was him, and I d 
now what the arrangement was with his law firm. 

Mr. Lyon. That question suggests itself particularly becaus 
1950 Mr. Ward made a payment of $10,000 to Mr. Nunan’s New Y\ 
law firm, Tolbert, Nunan & Bongard. 

Mr. Sutzivan. That is explained this way. The bill was sent i1 
Mr. Ward paid it, but I think if you will look at your records th: 
you will see that Mr. Ward asked Mr. Oppenheimer to contact 
retain Nunan. I don’t think he asked him to retain any law firm 

Mr. Lyon. The fact is that, though it may have been Mr. Nunan’ 
services that Mr. Ward had in mind, the bill and the payment ra: 
the law firm rather than to Mr. Nunan individually. 

Mr. Sutuivan. When bills come in to Mr. Ward they are all referr 
to his accountant who works for him individually. He makes out t 
checks for payment and so on, and Mr. Ward signs them. When¢ 
a bill of any kind comes in to Mr. Ward, it is referred to Mr. S« 
who is Mr. Ward’s personal accountant, 

Mr. Lyon. Mr. Chairman, I think it might be desirable for just 
minute or two to call Special Agent Carnes to tell us a little bit 
ibout what he found as to the recording of these payments. If 
will just remain there, Mr. Sullivan. 


k 


TESTIMONY OF WILLIAM B. CARNES, SPECIAL AGENT, INTELLI 
GENCE DIVISION, BUREAU OF INTERNAL REVENUE—Recalled 


Mr. Lyon. Mr. Carnes, you have already been sworn and I thir 
is unnecessary to repeat that. 

In your examination of the records of Mr. Nunan and of the N 
York law firm of Tolbert. Nunan & Bongard and in your exami I 
of the res rds of the Washington law firm Wenchel, Tannenb 
Nunan, did vou find any record which would indicate that the pay 
in Brown & Bigelow stock valued at $24,985 ever went into the rev: 

‘| 


of either of those two law firms? 





") 
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Mr. Carnes. There were no indications at all on the books and 
ords of the two law firms referred to of receiv ing the stock of Brown 
& Bigelow or of Mr. Charles Ward. 

Mr. Lyon. Have you found any other instances where Mr. Nunan, 


} 
‘ 


e he resigned as Commissioner of Internal Revenue in June 194 

eived payment of fees individually which have not gone into one 
of the two firms ? 

\[r. CARNES. There have Heel indications that sucl is the case. 

Mr. Lyon. You have found other cases, is that so? 

Mr. Carnes. That is correct. 

Mr. LYon. Is It a matter ot one or tw ) or quite a few ¢ 

Mr. Carnes. I would say one or two. 

Mr. Lyon. Have you found any of comparable size, or are they 
smaller ones? 

Mr. Carnes. Much smaller. 

Mr. Lyon. Did you had any record of the payment of $10,000 in 
Mav of 1950? 

Mr. Carnes. Yes, I did. That is reflected on the firm books of 
lolbert, Nunan & Bongard, New York City. 

Mr. Lyon. Did you find any record reflecting the nature of the 
services for which that $10.000 payment was made ¢ 

Mr. Carnes. No, we did not on the firm’s books. They were on 

it they call a eash basis, and merely recorded the receipt of the 

particular cash from, I believe it was, Mr. Charles Ward of Brown & 
Bigelow. We questioned Mr. Douglas Thayer, one of the partners 
nthe New York firm with Mr. Nunan, as to the nature of the case 
ind why the fee was paid to the firm, and he stated that it had nothing 
to do with a tax case. The firm had refused to turn over their case 
files, as they called them, to the examining agents because of the client- 
ittorney privilege. 

Mr. Lyon. I have before me a photostat of a letter from Mr. Nunan 
to Mr. Ward dated May 12, 1950, which was obtained at your request, 
[ believe, by the special agent working in St. Paul. I read it in full: 


. 


I am enclosing herewith a bill for services rendered in securing ruling from 
he Securities Exchange Commission. You will note I have left the amount 
ink for you to fillin. Ido know that the ruling was one rarely secured, as you 
now from past experiences. This fact, added to the extent to which you benefited, 
uld place you in a better position than myself to judge the value of the pro- 
sional services, 
connection with the earlier payment in stock valued at $24,985, the 
otostat of the bill to which ] referred a few moments ago describes 
e services as follows. I quote: 
lo professional services rendered in the matter of reorganizing and marketing 
e stock of Brown & Bigelow Company. 
ere is no reference there made to SEC work. Have you in the 
rse of your investigation found any record or information indicat- 
that Mr. Nunan had done any SEC work prior to the payment 
December 1947 ? 
Mr. Carnes. The only indications are from a report from the special 
gent in St. Paul. Is that question on the prior bill, or the 1950 bill? 
Mr. Lyon. I am talking now about the earlier bill. 
Mr. Carnes. The earlier bill ? 
Mr. Lyon. Yes. 
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Mr. Carnes. No, there is no indication at all that any work was; 
on SEC matters. 

Mr. Lon. I have before me a copy of the letter report whic! 
prepared by the Intelligence Unit in St. Paul, and this contains a 
of the journal entry from Mr. Ward’s records reading as fo 
“December 30, 1947, Selling Expense, $24,985.” The same item 0) 
site Brown & Bigelow stock. The remainder of the entry read 
follows: “Paid Joseph D. Nunan 2.630 shares of stock from cert 
*‘T’ St. Paul 01134, transferred 12-24-47, for services rendered 
resale of B. & B. stock pertaining to personal income tax matte: 
problems of Charles Ward.” 

That is a correct quotation from that report which you receiv: 
Is it not ¢ 

Mr. Carnes. That is correct. 

Mr. Lyon. The only reference there is to services in connect 
with tax matters. 

Mr. Carnes. That is right. 

Mr. Lyon. Did you ever question Mr. Nunan as to what ser 
he had performed in connection with this payment in Brow: 
Bigelow stock ? 

Mr. Carnes. I did, and Mr. Nunan would only tell me to the ext 
that they were personal services performed for Charles Ward. 

Mr. Lyon. Didn’t he also tell you to ask Mr. Sullivan ? 

Mr. Carnes. He said to find out the information and the nat 
of the services rendered I would have to contact Mr. Thomas Sulliva 

Mr. Lyon. Have you made an examination from the Bureau r 
ords of all cases where Mr. Nunan or either of his law firms had fi! 
powers of attorney to represent taxpayers ¢ 

Mr. Carnes. We requested such a record from the Bureau. 

Mr. Lyon. And you obtained such a list in response to your request 
did you not‘ 

Mr. Carnes. That is correct. 

Mr. Lyon. In that list did you find any reference to Brow: 
Bigelow ? 

Mr. Carnes. I received a list from Mrs. Emma W. Dudley, C} 
Power of Attorney Section. In her list forwarded to me there 
reference at all to Mr. Nunan’s filing a power of attorney for Bri 
& Bigelow or Charles A. Ward or Harold Wahlstrand. 

Mr. Lyon. Mr. Chairman, I think I have no further questior 
Mr. Carnes at the moment. 

Mr. O’Brien. Mr. Carnes, you may be excused. 

Mr. Lyon. Mr. Sullivan, would you return to the original ¢| 


TESTIMONY OF THOMAS V. SULLIVAN, ATTORNEY-AT-LAW 
CHICAGO, ILL.—Resumed 


Mr. Lyon. When did you last see Joseph D. Nunan, Jr. ? 

Mr. Scuituivan. I saw him since this investigation started. I t! 
when I talked to you and Mr. DeWind the other day I said 11 
after the Pearson article, but in talking to my wife she tells m« 
it was before the Pearson article, that we were home whl 
Pearson tory broke. So it was before that. 

\[r. Lye N. Do I understand if was just shortly before the art 
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Mr. Su.Luivan. It was before. I thought at the tim t was sub- 
quent, but Iam sure now it was before. 

Mr. LYon. | have before me a COPY of the article to which you 
seem to refer. It is datelined March 27. 

Mr. Suttivan. It was before that. I talk to my wife eac!l oht 

the phone, and I asked her about the dates we were in New York, 
nd she said. no, we were at home when the story broke, because it 

is in the Chicago papers and we h 

Mr. Lyon. When d al she Say that you were 1n New York il d Saw 
Mr. Nunan 

Mr. Sutuivan. I didn’t ask her for the dates. I could have asked 

! and she could have told me, TOO, My, rer ords are at home, 

Mr. Lyon. When we talked about this a couple of days ago you 
i d you talked to Mr. N han about this Drew Pearson art cle. 

Mr. SuLuivan. I was taken. I didn’t. It was before the article 

it I was in New York. I have a daughter living in New York, 

d I had some business there, too, and my wife and I went down 

d she went to see the girl. I thought my memory 

it 1 Was after the Pearson arti le. but she tells me abs | 

is before. 

Mr. Lyon. How long ago was it that you did see Mr. Nunan in 
New York ? 

Mr. Suuuivan. It is more than a month. 

Mr. Lyon. More than a month? Less than 2 months, a month 

da half or two months, something | 


’ 


nh? orht 


eard it at home 


o& like that / 
Mr. Sunuivan. Oh. no. It was somewhere about a nth and a 
lf. not to exceed that 
Mr. Lyon. Where did you see him in New York ? 
Mr. Sutxivan. I called him when I] got to New York, and I made 
appointment with him for lunch at Toots Shor’s. 
Mr. Lyon. You called him at his office? 
Mr. Suvzirvan. I think it was at his home. I think we 
evening. I think I called him at home. 
Mr. Lyon. You met him the next day for lunch at Toots Shor’s? 
Mr. SULLIVAN. Th it is 1 olt. That was within | couple of hours. 
[ asked him what all the shooting was about and so on. I didn’t 
get much information from him. He told me it was primarily his 
vn income tax. I said, “Did you make a return on ours?” and he 
| he did. He was Te lin oy me he thoug!] t it was polities and so on, 
d he couldn't avoid it. 
Mr. Kran. How was his health ? 
Mr. Sutuivan. He looked all right then. I think maybe he was 
vous. 
Mr. O’Brten (presiding). We wil 
Whereupon, at 12:15 p.m. the 
Same day.) 


ot in n 


cy 
— 


| take a recess until 2 o'clock. 
wearing was recessed ul til 2 p. mM. 


] 


AFTER RECESS 


Vr. O'Brien. Th Aaring will come to order. 
Mr. Sullivan. 
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TESTIMONY OF THOMAS V. SULLIVAN, ATTORNEY AT LAW 
CHICAGO, ILL.—Resumed 


Mr. Lyon. Mr. Chairman, I have only one more question t 
Mr. Sullivan at this time. He has been kind enough during | 
noon recess to make inquiries to establish the time at which h 
in New York City and saw Mr. Nunan. From this slip that 
have handed me, Mr. Sullivan—— 

Mr. Sutuivan. I registered on the 27th of February, and I 
out on the 3d of March. So I fixed it as the 28th, the day I ta 
to him, of February. 

Mr. Lyon. Did I understand you to say you talked to him 1 
than once on this trip? 

Mr. Sutiivan. Yes. On the way to the airport, my wife we: 
pay a social call, to pay respects to Mrs. Nunan, and we asked t 
taxi driver to drive past his house. We stopped there not to exceed 
5 minutes. There was not a word said about the case, but to | 
respects to Mrs. Nunan, and we kept the cab waiting until we got 
through. 

Mr. Lyon. I suggest that Mr. Sullivan be excused, but asked 
remain in the room for the remainder of the afternoon session. 

Mr. Sutuivan. That is all right. 

Mr. Lyon. With your permission, Mr. Chairman, I would like t 
suggest that you call Special Agent Walter Thomas. 

Mr. O’Brien. Mr. Thomas. Will you be sworn please? Do y 
solemnly swear that the testimony you are about to give is the tri 
the whole truth, and nothing but the truth, so help you God? 

Mr. Tuomas. I do. 


TESTIMONY OF WALTER H. THOMAS, SPECIAL AGENT, INTELLI- 
GENCE DIVISION, BUREAU OF INTERNAL REVENUE, IN CHARGE 
OF THE ST PAUL, MINN., DISTRICT 


Mr. Lyon. State your name, please. 

Mr. Tuomas. Walter H. Thomas. 

Mr. Lyon. Where do you reside? 

Mr. Tuomas. St. Paul, Minn. 

Mr. Lyon. Are you employed by the Bureau of Internal Revenue? 

Mr. Trromas. Yes. 

Mr. Lyon. Could you tell us what is your position ? 

Mr. Tromas. I am the assistant special agent in charge of the St 
Paul district. 

Mr. Lyon. Of the Intelligence Division ? 

Mr. Tromas. Of the Intelligence Division of the Bureau of Inter 
Revenue. 

Mr. Lyon. At the present time, as I understand it, you are on 
special assignment in New York City, is that true? 

Mr. Tromas. Yes, sir. 

Mr. Lyon. We have had reference today to Brown & Bigelow of 
St. Paul, and, in connection with the investigation of Mr. Joseph ! 
Nunan’s connection with that company, mention has beet 
of the fact that Special Agent Carnes requested that certain 1 
be looked into in St. Paul. 
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At the time of that request you were still stationed in St. Paul. 
understand you did make an investigation, is that correct ¢ 

Mr. Tuomas. Yes. 

Mr. Lyon. And that the results of your investigation were em- 
bodied in a letter report, a copy of which I have in front of me, dated 
January 5, 1952 ¢ 

Mr. Tuomas. That is right. 

Mr. Lyon. Do you have a copy of that report with you? 

Mr. Tuomas. Yes; I do. 

Mr. Lyon. Did you examine the books and records of Mr. Ward 
with respect to any payments he may have made to Joseph D. Nunan, 


Mr. Tuomas. Yes; I did. 

Mr. Lyon. Did you find reference to the amount of $24,985 paid in 
stock of Brown & Bigelow / 

Mr. Tuomas. Yes. 

Mr. Lyon. This morning, I think before you arrived, I read into 
the record an entry from Mr. Ward’s general journal for December 
30, 1947. I now show it to you. That is in fact the full entry which 
you found, is it not, as you have copied it in this report ‘ 

’ Mr. Tuomas. Yes; it is. 

Mr. Lyon. Did you make any inquiries in St. Paul as to the nature 
of the services rendered to Mr. Ward which are described here as, and 
I quote, “Pertaining to personal income tax matters or problems of 
Charles Ward”? 

Mr. Tuomas. I made inquiry of Leon Schall, who is Mr. Ward’s 
personal confidante and secretary. I also made inquiries of Mr. 
William Oppenheimer, attorney, and Mr. Robert Leech, who is assoct- 
ated with Mr. Oppenheimer. 

Mr. Lyon. What was the conclusion that you reached from talking 
to these various gentlemen as to the nature of the services performed 
by Mr. Nunan? 

Mr. Tuomas. The services that were described to me were expediting 
the obtaining of a closing agreement with the Bureau of Internal 
Revenue. The Brown & Bigelow stock was being offered to the 
general public through a firm of underwriters and as part of the 
transaction a large portion of Mr. Ward’s personally owned stock was 
being offered to the general public, and it was necessary for him to 
vet an agreement from the ee as to whether there would be a 
ong term or short term capital gain on his personally held stock. 
Before he went through with the deal he had to get that closing 
agreement, 

Mr. Lyon. Further, by way of explaining to you the nature of these 
services of Mr, Nunan, did Mr. Schall make available to you copies 
of the 1946 and 1947 closing statements ? 

Mr. Toomas. Yes. 

Mr. Lyon. Those photostatic copies were attached, were they not, 
to your report ¢ 

Mr. Tuomas. That is right. 

Mr. Lyon. Now, did Mr. Oppenheimer and Mr. Leech tell you in 
detail how it came about that they felt they needed Mr. Nunan’s 

istance in expediting the 1947 closing agreement ? 

Mr. Tuomas. Yes. Mr. Leech said he took the application for the 
losing agreement personally to Washington to attempt to get it 
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through the Bureau some time in the fall of 1947. He was una! 
cet the attention of the proper Bureau official because each ( 
laimed he had more work ahead of him than he could handle, 
effect his application was put at the bottom of the pile. 
Mr. Lyon. There were too many other things which were alrea 


deck there to be acted upon for them to give prompt attention { 


} 
l? 


application ? 

Mr. Tuomas. That is right. And it was necessary for him 1 
the application through in a reasonably short period of time b 
they had a bid price on the stock from the underwriters, Otis 4 
and that bid price was going to be effective only for a reaso 
short period of time. It was necessary if they were going to 
thro ah the transaction to vet the closing agreement in short 

Mr. Lyon. Now, Mr. Leech reported this situation back 
Oppenheimer in St. Paul? 

Mr. Tuomas. That is right. He telephoned to his superi 
Oppenheimer, and told him what the situation was. 

Mr. Lyon. Then, as I understand it from your report, Mr. O) 
heimer communicated this fact to Mr. Ward? 

Mr. PHOMAS. That was his recollection. He did not reme! 
exactly what he had done, but he thought he must have called M 
Ward about it. 

Mr. Lyon. Then the next step was that Mr. Thomas Sullivan cal 
on Mr. Leech at his hotel where he was staying in Washington ? 

Mr. Tromas. That is right, and the two of them together then wi 
to the office of Mr. Nunan. Mr. Nunan telephoned Commissior 
Schoeneman and explained the situation to him. As a result of t 
telephone call, he was given prompt attention in the Bureau. Ast 
application for the closing agreement passed through the succes 
steps in the Bureau, why, when they finished with one, with anot! 
telephone call from Mr. Nunan to Mr. Schoeneman they got pro. 
attention on this, and expedited the obtaining of the closing agreem 

Mr. Lyon. Did Mr. Leech tell you whether Mr. Nunan perso 
participated in any of these conferences? 

Mr. Trromas. He said he did not. 

Mr. Lyon. Did he give you any indication whether he thought M 
Nunan’s actions had been of material assistance ? 

Mr. Trromas. He said they were of material assistance in obtain 
action on the request for the closing agreement. He said they 
not apparently have any effect on the decision of the respo} 
Burean official that actually passed on the application. 

Mr. Lyon. Did he tell you upon what he based that opinion, 
opinion that they did not influence the results? 

Mr. Tomas. He said he had to argue his point with each set 
Bureau officials, and said they really went over it with a fine t 


; 


comb. 

Mr. Lyon. Did he make any reference in that connection t 
fact that this application was substantially identical with on 
had been granted in 1946? 

Mr. Tuomas. No. 

Mr. Lyon. In summing it up, did he tell you that they consid 
Mr. Nunan’s services very valuable? 

Mr. Tuomas. Yes, he did. 
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Mr. Lyon. Mr. Chairman, I think I have no further questions of 
Mr. Thomas at this time. It might be well to ask him to remain avail- 
able for the balance of the afternoon session. 

Mr. O’Brien. All right. Mr. Atkins, will you be sworn ? 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God ¢ 


Mr. Arxrns. I do. 


TESTIMONY OF CRAIG S. ATKINS, ASSISTANT HEAD OF INTERPRE- 
TATIVE DIVISION, CHIEF COUNSEL’S OFFICE, BUREAU OF 
INTERNAL REVENUE 


Mr. Lyon. Could I ask you to state your full name for the record ¢ 

Mr. Arxkins. Craig S. Atkins. 

Mr. Lyon. You are employed by the Bureau of Internal Revenue ! 

Mr. Arxins. Yes. 

Mr. Lyon. What is your present position ? 

Mr. Arkins. I am the assistant head of the Interpretative Division 
of the chief counsel’s office. 

Mr. Lyon. Were you with the Bureau of Internal Revenue in 1946 
and 1947 ¢ 

Mr. Arxrins. Yes. 

Mr. Lyon. At that time were certain applications for rulings and 
closing agreements filed by Mr. Charles Ward brought to your 
attention ¢ 

Mr. Atkins. Yes. 

Mr. Lyon. What was your position in the Bureau in 1946? 

Mr. Arxrns. | occupied the same position then as I do now. 

Mr. Lyon. The same was true in 1947? 

Mr. Arxins. That is right. 

Mr. Lyon. Summarizing as fully as I think we need to for present 
purposes, the question was how certain amounts to be received by Mr. 
Ward in exchange for retained option were to be treated, whether as 
long term capital gain or short term capital gain or ordinary income. 

Mr. Arxrins. Yes. 

Mr. Lyon. As to the 1946 application, was there an unusual rush 
connected with the way in which it was prosecuted ? 

Mr. ATKINS. Yes: there was considerable expediting of the case, 

Mr. Lyon. How did it come to your attention that this was being 
expedited ? 

Mr. Arxins. I am not quite sure when we first became aware that 
this was to be an expedited case, but I think that the very day the 
ise came into the chief counsel's office we must have become aware 
of it, because we were called down to Deputy Commissioner McLarney’s 
office for a conference. Mr. Manning, who was the head of the In- 
terpretative Division, and Mr. Calvert Thomas, who was one of our 
ittorneys in the office, and I went down and had a conference with 
Mr MecLarney, and Mr. Sullivan was there, and I beleive that Mr 
Leech was there, but Tam not sure of that last. 

Mr. Lyon. That I believe was on June 12, 1946? 

Mr. Arxrns. That is right. 

Mr. Lyon. You have had an opportunity recently to reexar tl 

. have you not ? 


Mr. Arkins. Yes, I have. 
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Mr. Lyon. I take it it is somewhat unusual to be called into a 
ference in Deputy Commissioner McLarney’s office on the very s 
day that an application is forwarded from his office to the chief co 
sel’s office, is that correct ? 

Mr. Arxrins. Yes; I think that is somewhat unusual, although | 
may happen occasionally. 

Mr. Lyon. Do I understand correctly the route that an applica 
of this sort would follow would be that it would be first filed in + 
Income Tax Unit, which was then and still is under Deputy ( 
missioner McLarney ? 

Mr. Arxrns. That is right. 

Mr. Lyon. And would then be forwarded to the Interpretat 
Division of the chief counsel’s office ? 

Mr. Arxrys. That is right; after a proposed ruling or closing 
agreement has been prepared, it is referred to our office for conside: 
tion. 

Mr. Lyon. From there it would go then to the chief counsel 
self? 

Mr. Arxrins. Well, it ordinarily would go to the assistant 
counsel, and probably most times to the chief counsel, and then to | 
Treasury. 

Mr. Lyon. What was the upshot of this conference of Jun 
1946 ¢ 

Mr. Arxrns. The application that was first filed was an app! 
tion on behalf of Ward, and an employee of Brown & Bigelow nan 
Brown. The question asked was whether we would give a closi 
agreement if Ward sold his right to repurchase to Brown. The 1 
ing as proposed by the Income Tax Unit held that this would res 
in long-term capital gain to Mr. Ward. In the conference, all of 
the chief counsel’s office said we could not approve that because of 1 
specific provisions of section 117, which provides that the amo 
received for failure to exercise an option shall be treated as short-te: 
capital gain. Then, according to our conference report, Mr. Sullis 
said that he thought that the transaction would then take the for 
a sale by Mr. Ward of his right to repurchase to Reynolds & C 
that then Reynolds & Co. would purchase stock direct from th« 
ployees who were holding the stock. 

He expressed the opinion at that conference that, if that wer 
sale by Ward of his rights to Reynolds & Co., we could conside1 
long-term capital gain. 

Mr. Lyon. I might say, Mr. Atkins, that we have prepared a 
ton chronology, with which perhaps I might provide you, of the 
points of the various steps in the 1946 and 1947 rulings. 
appears that as a result of this conference of June 12, 1946, the ap) 
cation was amended, and the file seems to contain an amended app! 
tion, still dealing with Ward and Brown, which was apparent}) 
ceived in the Bureau on June 19. 

It further appears that some difficulties were still encountered \ 
this application, for 2 days later on June 21 there was a new ap] 
tion substituting Mr. Wahlstrand in place of Mr. Brown. 

Do you recall the circumstance that would explain this s 
amendment ? 

Mr. Atkins. No; I don’t recall that we ever had in our office anot! 
application by Brown. The next thing that I recall anything aby 
was the new application by Ward and Wahlstrand. 
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Mr. Lyons. Perhaps this never got sent up to the chief counsel’s 
office. That apparently is from the Income Tax Unit files. 

Mr. Arxrns. I think that is probably correct. 

Mr. Lyon. Then this application by Ward and Wahlstrand was 
filed on June 21. What happened to that? 

Mr. Atkins. That application had provided for 3 alternatives. 
The major plan was that Ward would sell his rights to Reynolds & 
Co., and then the employee who held the stock had 3 options, first to 
hold his stock subject to that option in the hands of Reynolds & Co., or 

e could sell his stock to Reynolds & Co., or he could buy from Rey- 
nolds & Co. its right to repurchase, and thereafter hold his stock 
free of any right to repurchase. 

Our office, and I think the Income Tax Unit also, took the position 

hat we could not give a closing agreement under those circumstances 
as long as there was an option there for the employee to buy the re- 
purchase rights. 
Mr. Lyon. If I understand you, then, on some of the alternative 
plans that were set forth, the tax result would be as Mr. Ward had 
requested the ruling, that is to say, a long-term capftal gain, but there 
vas one alternative plan that would produce a different result. 

Mr. Arxins That is correct. 

Mr. Lyon. For that reason it was felt it would be impossible to 
crant the closing agreement in the form that had been requested ¢ 

Mr. Arxrns. That is right. 

Mr. Lyon. Now, it appears that on July 10, 1946, a telegram was 
iddressed to the Commissioner from Ward and Wahlstrand amend 

g the application to eliminate this alternative which would not pro 

ce the desired tax result, 


Had there been a conference with the taxpayer’s representative in 


which the views which you and Deputy Commissioner McLarney’ 

fice had reached were made known to them ? , 

Mr. A rRINS., I don't know of any such con ference e. 

Mr. Lyon. It would appear that that was the case. 

Mr. Arxins. Yes. At least they knew what our attitude was. 
resume so, 

Mr. Lyon. Now, turning to the 1947 application, Mr. Sullivan | 
xplained this morning that the steps contemplated in the 1946 apph 
ition never were taken because the financing plan fell through, and 
l that reason a new appli ation was filed in 1947, when anew final Cc 
¢ plan had been developed with new underwriters on somewhat 
tlerent price terms. 

Was any difficulty encountered in your office in granting that ruling, 

that request for ruling? 

Mr. Arxins. Well, there was some difference of opinion, but not a 

tar as Ward’s closing agreement was concerned. It was almost iden 
lly the same situation as Ward and Wahlstrand, but as to Wahl 
Stl ind, the employee, a question was ruised as to whether he should 
ive capital-gain treatment on the entire amount that he might sell 
sstock for. It was felt by some that they might—that some portion 

t he received, or at least some portion of the value he may have 

eived when the stock was originally purchased, might be com 

pensation, 
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Mr. Lyon. That would be on the theory, I take it, that even t 
the benefit to Wahlstrand had run not from the employer corporat 
but rather from a majority stockholder, that still might be consid 
compensation / 

Mr. Arkxins. Yes: that was the point. 

Mr. Lyon. Was that point featured somewhat more in your 1 
in 1947 by reason of a decision of the Tax Court in February 
which had held that that might be the case ¢ 

Mr. Arxins. Yes: I think that is true. I have forgotten the ; 
of the case. 

Mr. Lyon. That was the Van Duzen case? 

Mr. Arxins. Yes. 

Mr. Lyon. So at this point in 1947 some peop le felt that there o 
to be some more information furnished as to the value of the stoc! 
the time Mr. Ward had originally sold it to the employee ¢ 

Mr. Arxins. That is nght. 

Mr. Lyon. In the absence of such information, did some peop| 
fuse to initial and approve the request Y 

Mr. Arxins. Ms. Tobolowsky in our office felt we should not ¢ 
closing agreement without knowing more about the facts. 

Mr. Lyon. What position did you take in the matter? 

Mr. Arxins. I took the position that we had already given closing 
agreements the year before, that since the facts were only shight 
different, that these closing agreements were probably binding o1 
anyhow, and that furthermore, we had an office position that onc 
had given a ruling or closing agreement on a set of facts we wo 
not go back on it. Sol recommended that we go ahead and ive t 
closing agreements, the same as we had the year before. 

Mr. Lyon. I might say in this connection, to repeat what M: 
DeWind said at the outset of the hearing this morning before you 
came over, that in going into this case we were not intending 
create any inference that we thought the results reached here by 
Bureau were improper. We are simply trying to chart the course 
the case here, particularly with reference to Mr. Nunan. 

Mr. Arxrns. Yes. 

Mr. Lyon. Now, on page 2 of this chronological outline ther 
short summaries and quotations from two memoranda which 5 
wrote, both dated November 20, 1947. I would like to ask you to: 
those and see if the substance is properly summarized there ? 

Mr. Arxtns. Shall I read it out loud? 

Mr. Lyon. If you will. 

Mr. Arkxins. On November 20, 1947, I wrote a memorandum to M 
Oliphant, attention of Mr. Dwan, concluding by pointing out that | 
same rulings were give non almost identical fac ts in 1946 and “ace: 
ingly, approved * * is recommended.” 

Mr. Lyon. Then you also wrote a memorandum to Mr. Dwan go 
into a little more detail on this thing, I believe. 

Mr. Arxrins. Yes. 

Mr. Lyon. I think that we have the actual memorandum itself 
you would like to have it in front of you. 

Mr. Arxrins. All right. 

Mr. Lyon. From this memorandum it appears also that you p! 
great we oht on the substantial identity of this request with tl 
request which had been granted. 
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Mr. Arxins. Yes; I did. 

Mr. Lyon. Now, I would like to inquire a little more into the matter 
of expediting treatment of applications for rulings in the Bureau. 
From the files it appears that at the outset in 1946 there was an action 
record card which was prepared in the Income Tax Unit, and under 

e head of “Remarks,” it read, “Commissioner interested.” 

Have you run into that sort of thing? Is that a standard procedure 
that frequently you have such a card attached in the file? 

Mr. Arxins. No; I do not think I have ever seen such a card in any 
case, and I certainly didn’t see it in this case. 

Mr. Lyon. It was not attached to the file when it came up to your 
office ¢ 

Mr. Arxins. No. 

Mr. Lyon. It — ars also at various points in the processing of the 
1946 and 1947 rulings that it was noted on the file copy “Sent by 
special messenger.” Is that unusual? Is that something that is re- 
served for expedited cases ¢ 

Mr. Arxins. Well, I can express it this way. It happens every so 
often. We have quite a number of cases that are expedited, and ever 
once in a while they are handled this way, but of course it is not the 
usual run of case. 

Mr. Lyon. There also appears in one of the files a memorandum of 
July 2, 1946, from Mr. McLarney to the chief counsel, attention of 
Mr. Atkins. Attached to that memorandum is a buck slip, which reads 
as follows: “I — rstand Mrs, Conroy has just ¢ alled you about this.” 
It is signed * . George. 

Mr. paslg I don’t reeall anything about that. 

Mr. Lyon. Here is the actual file copy of this. It also appears 
that this buck slip was headed “Mr. M: inning,” and then followed the 
sentence that I quoted. Who is Mrs. Conroy ¢ 

Mr. Arkins. | don't know exactly. I think Mrs. Conroy was one 
of the secretaries in the ¢ ‘ommissioner’ s office. 

Mr. Lyon. Mr. Nunan? 

Mr. Arxins. I think so; yes. This is the usual form of memoran- 
dum with which the closing agreements are sent up. This one says 
to my attention. Apparently, however, it was routed first to Mr. 
M ining, the head of the Division, and that note that you mentioned 
was addressed to Mr. Manning and it says, “I _—_ rstand Mrs. Conroy 

is just called you about this.” and is signed “J. George.” I think 
that is Mrs. George, who is secretary for the De oe Commissioner. 

Mr. Lyon. Mr. MecLarney / 

Mr. ATKINS. 7 

Mr. Lyon. Mr. Chairman, I would like to just interrupt briefly 
and ask you to call Mr. Loren, who is in the room, if Mr. Atkins will 
be good enough to remain there. 

Mr. O’Brien. Mr. Loren, will you be sworn / 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth. so help 
you God? 


Mr. Loren. I do. 


91550—52—>pt. 4 
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TESTIMONY OF PERRY W. LOREN, CHIEF, REORGANIZATION AND 
DIVIDEND SECTION, INCOME TAX DIVISION, BUREAU OF INTER. 
NAL REVENUE 


Mr. Lyon. Mr. Loren, will you state your full name for the reco: 

Mr. Loren. Perry W. Loren. 

Mr. Lyon. Are you employed by the Bureau of Internal Revenu 

Mr. Loren. I am. 

Mr. Lyon. What is your position with the Bureau? 

Mr. Loren. Chief ot the Reorganization and Dividend Section. 

Mr. Lyon. That is in the Income Tax Division ‘ 

Mr. Loren. The Income Tax Division. 

Mr. Lyon. Were you in the Income Tax Unit in 1946% 

Mr. Loren. I was. 

Mr. Lyon. Now, you have been in the room this afternoon, | 
you not! 

Mr. Loren. That is correct. 

Mr. Lyon. You heard reference made to an action record card’ 

Mr. Loren. Yes, sir. 

Mr. Lyon. I would like to show you the file of the Income Tax 
Unit on this case. Do you find on that action record card the words 
“(Commissioner interested” ? 

Mr. Loren. Yes. 

Mr. Lyon. Is this the type of card which is attached to all files? I 
mean the card itself, not the remarks. 

Mr. Loren. On all requests for rulings on proposed transactio1 
that are handled in our section such a card is made. 

Mr. Lyon. Now, what is the significance of this phrase “Comn 
sioner interested” ? 

Mr. Loren. I am not certain. 

Mr. Lyon. How did that get on the card ? 

Mr. Loren. It was prol ably put on there at the time the card 
made, and very probably because of a call from the Commissione! 
fice inquiring whether or not this request had been received. 

Mr. Lyon. Do I understand correctly that the card is prepa 
immediate ly after the application is received in the Income Tax | 

Mr. Loren. That is correct. It is prepared in dulicate. 

Mr. Lyon. I think I have no further questions, Mr. Loren. 
may be excused. 

Mr. Loren. Thank you. 


TESTIMONY OF CRAIG S. ATKINS, ASSISTANT HEAD OF INTERPRE 
TATIVE DIVISION, CHIEF COUNSEL’S OFFICE, BUREAU OF INTER 
NAL REVENUE—Resumed 


( 


Mr. Lyon. Mr. Atkins, we have received testimony this mor! 
which indicates that Mr. Joseph D. Nunan, Jr., received about 325, 
for making three or four telephone calls in November 1947 to se 
expedited treatment of the 1947 application. Is the situation in | 
Bureau such that the need for expedited treatment drives peopl 
to consult specialists for getting expedited treatment ¢ 

Mr. Arxins. I would not think so myself, no. I think, if any tas 
payer comes in and shows that there is a real necessity for expediting 
a case, he probably can get it expedited. 
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Mr. Lyon. I suppose there are differences in degree of expedition, 
are there not ¢ 

Mr. Arkrns. I suppose that is so; yes. 

Mr. Lyon. You have found in your experience that some are some- 
what expedited, some are really rushed faster than any others? 

Mr. Arxins. That is true. 

Mr. Lyon. Do I understand you correctly that these particular 
applications fall in the category, in your experience, of the rulings that 
were rushed as fast as any you could find ? 

Mr. Arkins. Yes; they were put through about as fast as they could 
be, except that in the first instance we took plenty of time to decide 
what we thought on the merits. 

Mr. Lyon. How are the decisions made in the Bureau as to what 
cases should be expedited and what cases should not ? 

Mr. Arxins. Mr. Lyon, I don’t know whether I am qualified to speak 
on that. I might say in general, however, that I think that the 
Bureau itself does try to accommodate taxpayers. If there is some 
deadline or some real reason for expediting, they will do it, and 
they in turn may pass the word to the chief counsel’s office that they 
would like to see this case expedited, and we generally try to go along 
also. 

Mr. Ly N. | Suppose that you also have a backlog otf applications 

for one sort of ruling or another, do you not ¢ 

Mr. Arkrns. Yes. 

Mr. Lyon. So that necessarily the effect of treating one application 
out of turn would be to delay the others that were in there before that 
application { 

Mr. Arkins. Yes. 

Mr. Lyon. Have you ever heard of any policy memorandum dealing 
with the matter of when you give expedited treatment to rulings ¢ 

Mr. Arxins. I don’t know that there was ever a memorandum issued, 
We at one time did do work on a proposed memorandum of that sort 

ome years ago, 

Mr. Byrnes. What decision did you come to at that time ¢ 

Mr. Arkins. I am sorry to say I have not looked back at the file. 

d 1 do not recall exa tly. We did attempt to look at some rule as 

what type of situations would justify expedition. 

Mr. Byrnes. Do I understand that the idea was under study and 

en given up for some reason or another ¢ 

Mr. Arxins. Apparently so. I heard in our office it had been re- 

seq lately, but I haven't been called into it. 

Mr. Lyon. Mr. Atkins, it appears that in this case the original 
ttorney for Mr. Ward brought this application in 1947 to Mr. Leech. 
He came around to the Bureau and presented the arguments for get 

ng expedited treatment, but somehow they were not considered 
persuasive. Is it fair to conclude that it makes a difference who 
presents the argument ? 

Mr. Arxrins. I am not too sure of the situation in this case. I mean. 
vhat the delay was. Perhaps I need to know a little more than that. 
i don’t know what happened in the Unit. 

Mr. Lyon. Well, the testimony we have received from Special Agent 
lhomas, based on his interviews with Mr. Leech and his law partners 

n St. Paul—and also we have received testimony from Mr. Thomas 
Sullivan here—was to the effect that Mr. Leech did come down and try 
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to secure expedited treatment in view of the need for getting 1 
thing through to meet the requirements of the underwriters for | 
new financing, but he found there were so many applications aly 
of this one that it looked hopeless to get it through before the end 
the year. And that word was passed back to St. Paul, and Mr. s 
livan then brought Mr. Nunan into the picture. 

Mr. Arxins. I don’t know at what stage that occurred. As a n 
ter of fact, 1 didn’t know Mr. Nunan was in the case. 

Mr. Lyon. You never heard that he had anything to do with it 

Mr. Arxrns. I never heard it. 

Mr. Lyon. The testimony was that he would call up Mr. Scho 
man at each stage in the processing of the application, and M 
Schoeneman would apparently communicate the desired speed 
whoever was handling the case at the moment. I suppose you do u 
requests from the Commissioner’s office to give expedited treatment 
certain cases f 

Mr. Arxkrins. I think on rare occasions that has happened, y 
Ordinarily we don’t get calls directly from the Commissioner’s offic: 
We may have someone from the Income Tax Unit call us and ask 
we can expedite a case by a certain date, and we try to comply with t! 

Mr. O'Brien. We will recess for 5 minutes. 

(Short recess. ) 

Chairman Kine. Mr. Graves, please. 

Will you be sworn? Do you solemnly swear that the testimony 5 
will give will be the truth, the whole truth, and nothing but the ti 
so help you God ¢ 

Mr. Graves. I do. 

Chairman Kine. Be seated, Mr. Graves. 


TESTIMONY OF JOHN L. GRAVES, CHAIRMAN, COMMITTEE ON 
PRACTICE, DEPARTMENT OF THE TREASURY 


Mr. DeWinp. Give your full name. 

Mr. Graves. John L. Graves. 

Mr. DeWrnp. You are at present the head of the Treasury Depart 
ment’s committee on practice ¢ 

Mr. Graves. | am chairman of the committee on practice. 

Mr. DeWrxpv. How long have you been chairman of the committee ‘ 

Mr. Graves. Since August 11, 1946. 

Mr. DeWinp. Mr. Graves, what are the duties of the committee « 
practice ¢ 

Mr. Graves. The chief duty is to enroll attorneys and certifi 
public accountants for practice before the Treasury Department. 

Mr. DeWrnp. Is the chief duty to enroll such people, or to super) 
the conduct of pract ice before the Department ¢ 

Mr. Graves. Well, both, to enroll and to supervise. 

Mr. DeWtnp. In other words, the committee on practice is t 
organization charged with maintaining the standards of integrity 
high professional standards of practice before the Department 4 

Mr. Graves. That is right. We do not have any disbarment po 
since adoption of the Administrative Procedure Act. 

Mr. DeWinp. You say you do not have any disbarment powers 

Mr. Graves. No, sir. 
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Mr. DeWr1npv. Do you mean to say that since the adoption of the 
Administrative Procedure Act you have not been able to remove any- 
body from the rolls? 

Mr. Graves. The Administrative Procedure Act provided for a 
hearing examiner which replaces the committee on practice in disbar 
ment proceedings. Our chief function now is enro!lment. 

Mr. DeWrnp. But it is also your responsibility, is it not, as chairn 
of the committee, to bring disbarment proceedings ¢ 

Mr. Graves. No; the office of the attorney for the Government is 
charged with the responsibility of bringing formal charges against 
any enrollee. 

Mr. DeWrnp. That is Mr. Allison Rupert, is that right ? 

Mr. Graves. That is correct. 

Mr. DeWrnp. Mr. Rupert, working with vou, is in charge of bring- 
ng the proceedings against the practitioner ¢ 

Mr. Graves. He is the attorney for the committee, you might say. 

Mr. DeWrnp. He is the attorney for the committee, but is the com- 
mittee’s duty to supervise the enrollment of the practitioner ¢ 

Mr. Graves. No, sir 

Mr. DeWtnp. Who is responsible? 

Mr. Graves. Mr. Allison Rupert is, under the General Counsel of 
the Treasury. 

Mr. DeWrtnp. Are you saying that the committee on practice can 

ot initiate any proceed nos ¢ 

Mr. Graves. That is correct. 

Mr. Byrnes. Is that the law or is that what you are doing, which? 

Mr. Graves. I think it is the law. It is our regulation. 

Mr. Byrnes. Do you have an opinion on that? Who is the opinion 
from ? 

Mr. Graves. I do not have any opinion, no, sir. 

Mr. Byrnes. Legal opinion. Did you get an opinion from Mr. 
Lynch, the chief counsel, or the Attorney General ¢ 

Mr. Graves. That has been the committee's function for many many 
vears from my understanding. 

Mr. Byrnes. You never had any right or duty as far as disbarment 
s concerned ? 

Mr. Graves. Under the power through the Administrative Pro- 
edure Act we acted as a hearing committee, took testimony, and 
passed upon that testimony, made recommendations to the Secretary 
of the Treasury. 

Mr. Byrnes. Now, since the Administrative Procedure Act you do 

ot do that any more ¢ 

Mr. Graves. That is correct. 

Mr. Byrnes. You make no recommendations whatever? 

Mr. Graves. That is correct. 

Mr. Byrnes. You tell us the only person that does this is this 
ttorney ¢ 

Mr. Graves. Mr. Allison Rupert. 

Mr. Byrnes. Rupert ? 

Mr. Graves. R-u-p-e-r-t. 

Mr. Byrnes. He is under Mr. Lynch, the chief counsel ? 

Mr. Graves. That is correct. 

Mr. Byrnes. But the committee on practice has nothing more to do 

ith it? 
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Mr. Graves. Not with bringing disbarment proceedings. 

Mr. Byrnes. Is it your position that you are restricted unde: 
Administrative Procedure Act from doing so, or what? 

Mr. Graves. We believe so. 

Mr. Byrnes. Is it a restriction from taking any action or initiat 
any action or instructing Mr. Rupert, your counsel ? 

Mr. Graves. That was based on the theory that the committee 
hearing the proceeding and the attorney for the Government \ 
the prosecuting side, and therefore the two functions should 
separate. 

Mr. Byrnes. What do you do today? 

Mr. Graves. Chiefly pass on applications for enrollment. 

Mr. Byrnes. You mean you just give them the card? 

Mr. Graves. That is right. 

Mr. Byrnes. And then forget about it? 

Mr. Graves. Well, I don’t know that we forget about it. The | 
telligence Unit of course is the enforcing unit. 

Mr. Byrnes. Once you issue the card the matter is out of your 
hands completely ¢ 

Mr. Graves. That is correct. 

Mr. Byrnes. You do not make any checks or anything else? 

Mr. Graves. That is correct. 

Mr. Curris. How big a committee is that? 

Mr. Graves. Three. 

Mr. Curtis. Who are they? 

Mr. Graves. Dr. Hessel E. Yntema; presently Captain Ernie F 
Fiedler of Washington, D. C., who recent ’ succeeded Dr. Huntingto 
Cairns. 

Mr. Curtis. Do those two gentlemen give full time to the committee! 

Mr. Graves. They do not. They meet at the call of the chairman, 
We meet once a month. 

Mr. Curtis. Do you have any duties other than the committee? 

Mr. Graves. Ido not. I am a full-time employee of the Treasury. 

Mr. Curris. As a full-time employee of the Treasury, your only 
assignment is in connection with the committee on practice ‘ 

Mr. Graves. That is correct. 

Mr. Curris. How many other employees do you have? 

Mr. Graves. Presently I have 20. 

Mr. Curtis. Twenty employees? 

Mr. Graves. Yes, clerks and secretary. Normally we had four 
Recently we have been reviving our roster and we have had to tak 
on additional help, temporary help. 

Mr. Curris. There was an order issued that caused all cards to 
expire ? 

Mr. Graves. That is correct. 

Mr. Curtis. Before that how many did you have? 

Mr. Graves. Four. 

Mr. Curtis. All clerical ? 

Mr. Graves. Secretary and clerks. 

Mr. Curtis. Now, when was the program started to cancel all ex 
ing cards ¢ 

Mr. Graves. In November of 1951. 

Mr. Curtis. How many new cards did you issue in 1951 prior 
Novi mber ? 
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Mr. Graves. 97,000 since the institution of the committee. 

Mr. Curtis. No, in 1951. 

Mr. Graves. 5,000, approximately. 

Mr. Curtis. What sort of application has to be filed ? 

Mr. Graves. A simple two-page application containing 15 ques- 
tions. 

Mr. Curtis. Who examines the answers to those questions ? 

Mr. Graves. My secretary or myself. And then a temporary rec- 
ognition card is used; then the application is referred to the Intelli- 
gence Unit of the Bureau of Internal Revenue for routine character 
investigation. 

Mr. Curtis. Up until the Administrative Procedure Act you did 
have authority to remove? 

Mr. Graves. That is correct. 

Mr. Curtis. When did that act become effective ? 

Mr. Graves. I think about 1947. 

Mr. Curtis. You have been head of that committee since 1946, 
sometime ? 

Mr. Graves. Since August 1946; yes, sir, 

Mr. Curtis. How many were removed prior to the Administrative 
Procedure Act? 

Mr. Graves. I don’t have those definite figures, Mr. Curtis. 

Mr. Curtis. What is your best estimate ? 

Mr. Graves. An average of about 10 or 12 a year. 

Mr. Curtis. For what cause would they be removed ? 

Mr. Graves. For unethical conduct, bribery, crimes involving 
moral turpitude, making fraudulent tax returns. 

Mr. Curtis. How many have been removed from the list since the 
Administrative Procedure Act? 

Mr. Graves. About the same number, but the proceeding has been 
to go and ask the enrollee to resign, and they usually resign. There 
has been no formal proceedings except in two or three cases where 
there was a formal statement of charges brought against enrollees. 

Mr. Curtis. Prior to the Administrative Procedure Act the com- 
mittee could bring the charges and determine the case, is that right? 

Mr. Graves. That is correct. 

Mr. Curtis. The Administrative Procedure Act said those duties 
had to be separated ? 

Mr. Graves. That is provided in the act; yes, sir. 

Mr. Curtis. Now, in whom did they vest the authority to bring 
charges ? 

Mr. Graves. In a hearing examiner. 

Mr. Curtis. And is he an employee of the Treasury ? 

Mr. Graves. Yes, he is. He is the hearing examiner for the Alco- 
holic Tax Unit. 

Mr. Curtis. He is loaned part time to your group? 

Mr. Graves. That is right. 

Mr. Curtis. Whose responsibility is it to tell him “Here is a case on 
which we want you to bring the charges? 

Mr. Graves. The attorney for the Government. 

Mr. Curtis. Who is the attorney for the Government ? 

Mr. Graves. Mr. Allison Rupert. 

Mr. Curtis. Now, who advises Mr. Rupert that here is a case of an 
individual whose name should be removed ? 
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Mr. Graves. Well, a citizen may bring some complaint and file 
with Mr. Rupert, or the Intelligence Unit of the Bureau of Inte) 
Revenue, after investigating some enrollee, may make a recommen 
tion to Mr. Rupert. 

Mr. Curtis. Was that the source of your information before { 
Administrative Procedure Act, too? 

Mr. Graves. That is correct. 

Mr. Curtis. And Mr. Rupert is part of the organization of | 
General Counsel of the Treasury Department ? 

Mr. Graves. That is correct, and the committee on practice has } 
jurisdic tion over him. 

Mr. Curtis. It merely has jurisdiction to issue the cards? 

Mr. Graves. That is right, have hearings with applicants, inforn 
hearings. 

Mr. Kean. When these cards come in, they answer these questi: 
then all you do is fill the cards out and send them in: you forward t 
‘information to somebody who is looking into it. Do you take a 
responsibility on it at all? 

Mr. Graves. Each person who desires to practice before the Treas 
is required to file an application under oath, answering certain qui 
tions. When that application is received by the committee on pract 
either my secretary or myself examine it and if it 1s in proper for 
that is on its face, we issue a temporary recognition eard valid { 
a period of 6 months pending routine investigation by the Intellige) 
Division of the Bureau of Internal Revenue. At the end of | 
months we have a report from—that is, the committee on pract 
receives a report from the Intelligence Division. If that report 
favorable, the applicant is immediately scheduled for permanent 
enrollment. If it is unfavorable, he is given an opportunity for a 
hearing and after a hearing he is either enrolled or denied, according 
to the judgement of the committee. 

Mr. Kean. You just send him a card if the application is approve 
by the Intelligence Division, you just send him a card ¢ 

Mr. Graves. That is correct. 

Mr. Kran. Now, during 1951, and I suppose for previous years, 
had about 5,000 cases? 

Mr. Graves. That is correct. 

Mr. Kean. You had 5 people to handle 5,000 cases. It seems to} 
that isan awful lot of people to do an awful little work. 

Mr. Graves. I did not understand that last question. 

Mr. Kean. It seems to me that is a lot of people to do what seems | 
me an awful little work. 

Mr. Graves. You have all these reports to do. There is quite a bit 
of adm istrative work to keeping records. 

Mr. Kean. You have a 15-question form, and you look at it to 
if the answers are properly written, and then you immediately forwa 
them over to the Bureau. There are 265 working days a year. T 
would be about 20 cases a day that you get, and you have to route th 
in and route them out again. 

Mr. Graves. That is right. 

Mr. Curtis. Has the public had any protection in this procedure ’ 

Mr. Graves. I think the whole procedure is for the benefit of 
public. 
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Mr. Curtis. Suppose there is a taxpayer residing in Nebraska City 
and he wants to employ someone to look after his tax interest and he 
makes inquiry to the committee on practice whether or not somebody 
is enrolled. Is it not possible that he can get a reply back that that 
man was duly enrolled when at the same time the man would be in 
prison ¢ 

Mr. Graves. I don’t understand the purport of your question, Mr. 
Curtis. We answer all letters. Any taxpayer writing to the committee 
asking if John Jones is enrolled, we immediately reply that he is en 
rolled or is not enrolled, according to our record. 

Mr. Curtis. Is it not possible that he could be enrolled and still at 
the same time be a convicted felon ? 

Mr. Graves. That is a possibility, yes. 

Mr. Curtis. That is my point. 

Mr. DeWrnp. Mr. Graves, it is the duty of the committee on pract ice 
to set the standards for practice before the Department, is it not 

Mr. Graves. That is right. 

Mr. DeWrnp. And also the duty of the committee on practice to 
supervise those standards, see that they are properly enforced and 
carried out, that is, not by case and ease, but to see that the job is done ¢ 

Mr. Graves. The over-all supervision. 

Mr. DeWrnp. Are you satisfied by the manner in which the control 
of practitioners has been carried out over the past 5 years! 

Mr. Graves. Not particularly; no, sir. 

Mr. DeWtinp. Have you made any recommendations concerning 
changes in the procedures that are followed ¢ 

Mr. Graves. Yes. I have recommended that the attorney for the 
Government be made a part of the committee on practice. 

Mr. DeWrnb. When did you make that recommendation ? 

Mr. Graves. I think in November of last year. 

Mr. DeWinp. Prior to November of last year you made no recom- 
mendation ? 

Mr. Graves. Yes, I think way back in 1947 and 1948 the committee 
has made recommendations that there would be better enforcement 
of our regulations if the attorney for the Government be made a 
full-time job and given legal assistance sufficient to supervise the 
large roll of Treasury practitioners. 

Mr. DeWrnp. To whom did you make that recommendation, Mr. 
Graves ? 

Mr. Graves. I believe to the Under Secretary of the Treasury. 

Mr. DeWrinp. Was that a written recommendation? 

Mr. Graves. I think so: ves. sir. 

Mr. DeWrnp. Could you get the copies of all recommendations you 
have made concerning improvement in the committee on practice and 
its procedures and submit them to the committee ? 

Mr. Graves. Yes. They are part of the committee records. 

Mr. DeWrnp. Now, Mr. Graves, prior to November of last year 
did the committee on practice have any routine method by which 
disbarment of attorneys by State courts would be checked upon so 
that they could be disbarred from Treasury practice ? 

Mr. Graves. No, sir. 

Mr. DeWinp. Do they have any procedure by which if a certified 
publie accountant were to have his certification revoked for miscon- 
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duct that that would be brought to the attention of the committee on 
practice ? 

Mr. Graves. Not except through the Intelligence Division. 

Mr. DeW np. There was no routine method of inquiries from the 
State Bar Associations? 

Mr. Graves. That is correct. We have corrected that situation 
now, 

Mr. DeWrnp. Have you found that in the clearing of your rolls 
you had a good many people who had been convicted of crime and 
were still enrolled to practice ¢ 

Mr. Graves. Not many, no sir. 

Mr. DeWtnp. You have found some instances? 

Mr. Graves. The last report I saw last week we had about 144 that 
had been reported by the various organizations and States. Out of 
144 there were only 10 or 12 enrollees involved. 

Mr. DeWinp. Have you found many persons who were enrolled 
to whom you were not issuing new cards because of character, and 
so forth? 

Mr. Graves. On all of those cases we are having new investigati: 
made presently. 

Mr. DeWinpv. Have you found many cases yet where you are deny 
ing new cards? 

Mr. Graves. Not many. 

Mr. DeWinp. How many have you found? 

Mr. Graves. I would say we have investigations pending in 40 or 
50 cases to determine whether or not a renewal card should be issued. 

Mr. DeWinv. You have developed some adverse information ? 

Mr. Graves. That is right. 

ir. DeWrnp. You are checking some 40 or 50 cases ? 

Mr. Graves. That is right. 

Mr. DeWrxv. How many people have applied for cards? You 
said you had 90,000 on the rolls when you canceled them all. How 
many applications for new cards have come in ? 

Mr. Graves. Today the estimated number is 60,000 renewed. 

Mr. DeWrnp. 60,000 renewed ? 

Mr. Graves. That is correct. 

Mr. DeWinp. How many of those have been issued ? 

Mr. Graves. 60,000. 

Mr. DeWunp. 60,000 applied and received their cards? 

Mr. Graves. That is correct. We are ona current basis on renewal 

Mr. Byrnes. When was this renewal program initiated ¢ 

Mr. Graves. Effective January 1, 1952. 

Mr. Byrnes. When was it started ? 

Mr. Graves. I think the regulations were published in the Feder 
Register in November of 1950. 

Mr. Byrnes. You mean you have issued 60,000 since the first 
the year! 

Mr. Graves. Yes, sir. The committee together with the 120 field 
offices. We had to decentralize them. 

Mr. Byrnes. You say that one thing the board does when it 


an application is to check the answers to these 15 questions, and if 
appears that that part of it is in order you automatically then send 
over to the Intelligence Division ? 
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Mr. Graves. You are talking about the original application’ Mr. 
DeWind’s question is on a renewal application. 

Mr. Byrnes. You are not having investigation on renewal ? 

Mr. Graves. No, if the four questions on the renewal application 
ire answered correctly, we immediately issue a card. If we have 
ome derogatory information against the person, we may issue the 

ird and then institute investigation. 

Mr. Byrnes. Where do you get that derogatory information / 

Mr. Graves. We have written to the attorneys general of each State. 
We have written to the State bar association. We have written to 
the public accountants association in every State and in the cities. 
We develop derogatory information from those sources. In addition, 
the Intelligence Division through their constant check on taxpayers 
disclose some enrollees that are involved in some of their fraud cases. 

Mr. Byrnes. You have issued 60,000 renewal cards ? 

Mr. Graves. Yes, a very simple operation, 

Mr. Byrnes. How many applications for renewals have you 
received ¢ 

Mr. Graves. We are on a current basis. We have received 60,000. 

Mr. Byrnes. How many are presently under investigation and 
have not received their renewal cards? 

Mr. Graves. I estimate that to be about 50. 

Mr. Byrnes. There are only 50 that you have some question about ¢ 

Mr. Graves. Of enrollees. We have information on more. In other 
words, in the past 10 years over 150 lawyers over the country have 
been disbarred, but only a small percentage of the 150 are enrollees. 
Of course we are only dealing with enrollees. 

Mr. Byrnes. I understand that. On enrollees about 50 of them are 
presently under investigation ? 

Mr. Graves. That is right. 

Mr. Byrnes. Before you had this practice, when application were 
submitted, were they all automatically turned over to the Intelligence 
Division ¢ 

Mr. Graves. Yes. 

Mr. Byrnes. How many of those would come back with adverse 
reports?’ How many did you get in 1951? 

Mr. Graves. Approximately 5,000 applications a year. 

Mr. Byrnes. How many would you get adverse reports on from 
the Intelligence Division ¢ 

Mr. Graves. About 5 to 6 percent maybe, several hundred out of 
5.000, 

Mr. Byrnes. So the committee itself then would have to sift and 
go over that report, is that correct ? 

Mr. Graves. That is correct. 

Mr. Byrnes. How many of those in 1951 on which you received ad- 
verse reports would you turn down ? 

Mr. Graves. I would estimate around 18. I don’t have any figures 

that with me. Iam just testifving without any figures. The secre- 
tary’s report would indicate that. 

Mr. Byrnes. Do you maintain a public roll, the names of the persons 
who are certified ? 

Mr. Graves. Yes, sir. 

Mr. Kean. You say you are up to date now. Are there a lot of 

rds still coming in, applications? 
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Mr. Graves. At about the rate of 75 a day. That is renewal 
plications. Now, the publicity over-all of this enrollment busi: 
has increased our current applications. We will have more than 5, 
this year because our lawyers, certified public accountants are ap) 
ing that never applied before. 

Mr. Kean. You are getting 75 a day ¢ 

Mr. Graves. Correct. 

Chairman Kine. Mr. Graves, California for many years now 
voluntarily seen fit to notify the Treasury of disbarment of attorney 
within our State. Had you known of that? 

Mr. Graves. Yes, sir, California is the only State that voluntar 
submits to the committee that information. All States now 4 
cooperating. 

Chairman Kine. They are? 

Mr. Graves. Yes, sir. 

Chairman King. My purpose in putting the question was to deter 
mine if possible if that had not struck light in the Treasury years ag 
to the extent that they would encourage other states to follow 
That would be a very helpful practice, would it not ¢ 

Mr. Graves. It would be; yes, sir. 

Chairman Kine. Would it not have been well years ago, or at the 
time that California commenced doing that, to institute machinery t 
encourage other States to do likewise ? , 

Mr. Graves. The committee has always understood that that wa 
the function of the Intelligence Unit and not particularly the functio: 
of the committee, and to which all the officials in the Intelligence 
Division have always been instructed to obtain any adverse infor 
tion against any enrollee and to institute whatever investigatior 
needed. 

Mr. DeWrnp. The duty of the Intelligence Division has be: 
investigate cases where derogatory information has come to 
attention ? 

Mr. Graves. Not particularly. 

Mr. DeWinpv. To conduct your surveillance of people admitted 
practice ? 

Mr. Graves. You mean to go out and make a survey all over t! 
country, try to locate someone ? 

Mr. DeWrnp. Yes, if a lawyer in the State bar association has be: 
disbarred. That, if anything, has been the duty of the committe: 
practice. 

Mr. Graves. I should think it was the Intelligence Unit duty 
ascertain that information from the local bar association. 

Mr. DeWrnp. You have no notion that the Intelligence Division ' 
doing that? 

Mr. Graves. We assumed they were doing it. 

Mr. DeWtnp. You assumed they were checking with all the b 
associations? 

Mr. Graves. Yes. 

Mr. DeWrnp. You really thought they were, and, checking o1 
removal of certifications of accountants, you really thought that v 
, 


} 
+} 


going oO! 
Mr. Graves. Yes, I honestly assumed they were performing t] 
duties in that regard. 
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Mr. DeWrnp. Does the Intelligence Division maintain a file of 
enrolled practitioners ? 

Mr. Graves. They do. 

Mr. DeWinp. All people admitted to practice are registered with 
the Intelligence Division ? 

Mr. Graves. That is correct. They have a duplicate file. 

Mr. DeWinp. You just supposed they were conducting all of these 
nvestigations, Inquiring of State bar associations and boards of cer 
tification for certified public accountants ¢ 

Mr. Graves. Yes, sir. 

Mr. DeWrnp. Did you ever ask them if they were doing that? 

Mr. Graves. I don’t recall that I ever, unless there was some par- 
ticular case, disciplinary case I wanted to check and they would go 
to the bar association and ascertain the information for the committee. 

Mr. DeWinp. What have been the salaries of the members of the 
committee on practice ? 

Mr. Graves. Dr. Hessel Yntema is paid about $60 a day when he 
serves, and he serves 2 to 3 days a month. Dr. Huntington Cain 
who is a lawyer and is chief counsel at the National Gallery, serves 
without pay. My salary 1S CAF 14. 

Mr. DeWrnp. What is the salary of a CAF-14? 

Mr. Graves. Around $10,000, present scale. 

Mr. DeWrnp. Now, these other gentlemen you have mentioned. 
their duty was simply to advise on policy and attend such meetings 
as you might call ? 

Mr. (TRAVES. And pass on questionable applications anc clear them. 

Mr. Dy WIND. They are really public members, SO to speak ¢ 

Mr. Graves. That is right, appointed by the Secretary of the 
Treasury. 

Mr. DeWtnpb. They have no administrative duties whatsoever / 

Mr. Graves. None whatever. That was my sole function. 

Mr. DeEWINpb. Now. we have had testimony here, Mr. Graves, t} 

connection with an application for a ruling on a closing agreement 

ide by Mr. Charles Ward, president of Brown & Bigelow in 1946, 
the Commissioner of Internal Revenue at that time, Mr. Nunan, took 
1 personal interest in that case, conferred with a lawyer representing 

e taxpaver, and signed the ruling on the closing agreement in behalf 
of the Bureau of Internal Revenue. 

Phere has also been testimony that in the following year, when an 
pplication for a further closing agreement on the same transactior 
vas initiated, Mr. Nunan made some ealls to the Bureau concern- 
ng the case and received a fee of $25,000, at least part of which ap- 
pears to have been for his work in connection with that case. 

It has also been testified that the two matters, the 1946 and 1947 

atters, were substantially identical, involving the same proposed 
transaction. Was any application made by Mr. Nunan for authority 
to represent the taxpayer in connection with that 1947 application ‘ 
Mr. Graves. No, sir. 

Mr. DeWrnp. Had such an application been made, would permission 
ive been granted to Mr. Nunan to represent the taxpayer in that 
ise f 

Mr. Graves. That would depend on the endorsement on the appli 
ition for consent. If that application showed he gained no knowl- 





3612 INTERNAL REVENUE INVESTIGATION 


edge or information about the case while in Government service. 
would automatically approve the consent. 

Mr. DeWrnp. I will have to ask you to assume the facts that }; 
been testified to here: that he personally consulted with the attorn 
on that case while he was Commissioner and signed the ruling 
closing agreement. 

Mr. Graves. As an attorney? 

Mr. DeWrxp. He was Commissioner of Internal Revenue when ( 
matter first came up, and as Commissioner of Internal Revenu 
consulted with the attorney representing the taxpayer. 

I will have to ask you to assume that that happened and also t! 
he signed the ruling and closing agreement on behalf of the Gove: 
ment. 

Then you have a new application after he has resigned as (\ 
missioner, within a few months after his resignation, in which 
appears and talks with people in the Bureau about the case by te 
phone and receives a fee of $25,000. 

A subsequent application relates to the same matter that the | 
application related to. 

Now, would he get permission, if he asked for it, to represent thy 
taxpayer! 

Mr. Graves. My opinion is that he would not. 

Mr. DeWixp. What was the law governing representation of tax 
payers by former Bureau employees at that time ¢ 

Mr. Gr AVES. “No former employee of the Treasury Departny 
shall act as attorney or agent or as employee of an attorney or age! 
within 2 vears after the termination of such Treasury employment 
any matter pending in such department during the period of | 
employment therein unless he shall first obtain a written consent 
thereto of the Secretary of the Treasury or his duly authorized repr: 
sentative. This consent will not be granted unless it appears that 
applicant was not, during the period of 2 years immediately preced 
ing the date of application, employed in the particular departmental 
field section in which was pending the matter to handle which consent 
is sought.” That is the general rule. 

Mr. DeWrnp. Now, that general rule was promulgated under \ 
statute ¢ 

Mr. Graves. That is under section 190 of the Revised Statutes, 
U.S.C. 99. 

Mr. DeWrnp. That statute was qualified, was it not, by wartime 
legislation during World War II? 

Mr. Graves. Yes, sir; that is correct. 

Mr. DeWinp. What was the general effect of that qualification ’ 

Mr. Graves. As I construe it, the general effect was that a perso 
could represent a taxpayer if he gained no knowledge of informatio! 
about the case while in Government service, and that case was not 
the particular department of which he was employed. I believe t! 
was the purport. 

Mr. DeWrnp. In other words, the general rule was before World 
War Il you could not act for a period of 2 years in connection wit 

t was pe nding before the Department when you W 


In any claim before the Department. 
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Mr. DeWINp. Now. that would include applications for rulings 
and such things as that ? 

Mr. Graves. I would think so; yes, sir. 

Mr. DeWrxv. Now then, when World War II came along, as part 
of the Renegotiation Act that rule was fee 8 so that persons who 
left the Treasury Department could represent taxpayers in matters 
that had been deadilaae before the Department, provided they had no 
personal know ledge or connection with the case. 

Mr. Graves. Yes; I think that is a very equitable rule, and the com- 
mittee on practice has followed that rule for 25 years, notwithstanding 
the 2 years prohibition. 

Mr. DeWtnp. You were saying, for a period of 25 years the com- 
mittee on practice ignored the statutory limitation / 

Mr. Graves. Has what ? 

Mr. DeWrnp. Ignored the statutory limitation. 

Mr. Graves. No, we have gone further. The statutory restriction 
referred to a claim against the Government. The committee, whether 
it was a claim or not a claim, claimed that if a former employee at an\ 
time, whether 2 years or 25 years, gained knowledge or information 
about a particular case, he is forever precluded or barred from rep 
resenting that taxpayer. 

Mr. DeWInp. I see what you mean, In addition to the statutory 
provision you applied a still further restriction ¢ 

Mr. Graves. That is correct. 

Mr. DeWinp. Now, this wartime exception permitted former em 
ployees to handle cases that had been pending during their employment 
if they had no knowledge of the case ¢ 

Mr. Graves. That is correct. 

Mr. DeWINpb. When was that terminated ? 

Mr. Graves. I don’t recall. 

Mr. DeWInp. It has been terminated now ? 

Mr. Graves. That is correct. 

Mr. DeWrnp. I believe it expired on June 30, 1950, is that correct ? 

Mr. Graves. I believe it was in 1950, but I do not know. 

Mr. DeWrnp. So at the present time the statutory requirement is 
as it was before World War II, namely, you cannot represent tax- 
payers in any matters that were pending during your cngleruan for 
a period of 2 years ¢ 

Mr. Graves. That is correct. 

Mr. DeWinp. Does the committee on practice still have the furthe 
rule that says if you have had any knowledge of the case even after 
the 2-year period * you cannot handle it ? 

Mr. Graves. That is true. 

Mr. Byrnes. How did you enforce that back a couple of years ago, 
and how do you enforce it today ? 

Mr. Graves. Every 901 is filed with the committee, signed by the 
person desiring consent. He makes the statement. Here is o 

I, blank, formerly in the service of the Treasury Department from blank to 
blank as blank in blank 
Bureau of Internal Revenue is usually inserted 
With my offices at blank blank respectively, apply for permission to app 


re this Treasury Department and offices thereof to represent 
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place or name of taxpayer— 

in connection with 

type of tax— 

for a period of years 

whatever year was involved— 

to which I gave no personal consideration and as to the facts of which I ha 
actual personal knowledge while in the service of the Treasury Department 

I am not now associated with and will not be associated with any for 
employee of the Treasury Department who has gained knowledge of the « 
while employed by the Treasury Department Employment in the above m 

is not prohibited by title IV, section 99, U. S. Code, or other law or by the reg 
tions of the Treasury Department. Subscribed and sworn to before blank | 

and signed by the enrollee. 

This application is then referred to the appropriate unit for 
dorsement as to whether our records show that this particula: 
rollee gained any knowledge of fact about the case while 
CGrovernment service. If the endorsement showed he did handle Lh 
cuse, and it was assigned to him, and he cliscussed the case and fal 
facts about the case, it would be denied. If not, it would be approv 

Mr. DeWinp. What about the fellow that never bothers to { 
how do you enforce the regulation as far as he is concerned ¢ 

Mr. Graves. We have no method to enforce that. 

Mr. DeWinp. You make no effort then to see to it that form: 
Federal en plovees live up to the law as it relates to their pract 
before a department in which they were formerly employed ? 

Mr. Graves. I think it is the duty of all hearing officers of 
Treasury to inquire if a man is enrolled and to ask him to file 
fee agreement which is required by Bureau regulations. 

Mr. DeWinp. Do you suspect that Mr. Schoeneman asked M 
N in When Mr. Nunan ealled him whether he had propel ly enroll 

Mr. Graves. I don't know. I could not answer that. 

Mh | dy WIND Suppose any of { he former employees W ho had cal 
nL BSSOe L¢ n the department with which he had formerly been w 
ing had been met with an inquiry as to whether he had cleared w 
the statute / 

Mr. Graves. They should inquire of every person. 

Mr. DeWinp. Do you think they do? 

Mr. Graves. I don’t know, sir. I don’t work in the Bureat 
Internal Revenue. I dont know what the practice is over ther 

Mr. DeWinp. What is your responsibility with regard to 
authorizations by former employees? Do you receive those app 
tions such as you just read? Are they filed with you? 

Mr. Graves. We receive the application for consent. That 
we do recelve, 

[r. DeWinp. Then you give them the clearance? 

Mr. Graves. We administratively sign this order if the endors 
ments are all affirmative. 

Mr. DeWinp. Do you know any agency in Government that is e1 
forcing the requirement that they file such an application and g 
clearance before doing business with the Government. or represe'it 
a client before the Government ? 

Mr. Graves. I don’t know how that is enforced. The regulati 
require all former employees to file these. 
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Mr. DeWinp. The law requires a lot of things, but we find some 
eople do not pay much attention to the law, and we are trying to find 
it in this instance whether anybody is enforeing this particular law. 
Mr. Graves. Not that I know of, to the extent that you have in mind. 
Mr. Curtis. What are the penalties for violating it ¢ 
Mr. Graves. He is refused recognition to represent the taxpayer 
other words, he does not represent the taxpayer in that particular 
Mr. Curtis. Suppose back during the wartime requirement an 
ployee left the Government and proceeded to represent the tax- 
naver against the interest of the Government on a case that he did 
ndle and had knowledge about that he gained while in the service 
the Government. That is a violation of the law, is it not ? 
Mr. Graves. I would think so. 
Mr. Curtis. What is the penalty ‘ 
Mr. Graves. The penalty of perjury, signing a false affidavit, I 
ild assume. 
Mr. Curtis. Suppose he did not file any application for a waiver, 
st proceeded to do it. What is the penalty for it? 
Mr. Graves. I don’t know, sir. 
Mr. Curtis. There is a penalty, isn’t there ? 
Mr. Graves. I don’t know. 
Mr. Curtis. Would you check the statute and at a later time supply 
e penalty for our record here / 
Mir. GRAVES. Yes: I could. 
Mr. BYRNES. Were you not quoting to us from the law and recula- 
Do they not contain a statement as to the penalties for failure 
mply ¢ 
Graves. Mr. Curtis may be thinking about section 284, which 
ew section. “Disqu ilification of former officers and employees 
tters connected with forme! duties.” 


er, having been employed in any agency of the United States, including 
duty in such agency, within 2 years after 


ned officers ass » 


intl 
me when such employment or service has ceased, prosecutes or acts as 

attorney, or agent for prosecuting, any claims against the United States 

ng any subject matter direct connected with which such person was so 
yed or performed duty, shall be fined not more than $10,000 or imprisoned 
ore than one year, or both 

ve that answers vour question. 

Curtis. Does that apply to tax matters ? 

Graves. I would think so. I would further answer your ques 
that it would be a matter for the Department of Justice if any 
er employee was charged with being guilty under that act. 

Curtis. Now, coming back to the ap agen for a waiver, an 

lication under the wartime provision, an application is filed and 

erant it. You grant the application fora waiver. Whom do you 
tity! 

Mr. Graves. One copy is retained in our office and the other copy 

nt to the enrollee to be filed in the particular case. So it should 
the record of each tax case, a copy of the consent. 

Mr. Curtis. Did the Bureau of Internal Revenue, when they knew 
anner 3 which the individual appearing before them had been 
Bureau, require that ap plication be filed ? 

Mr. Graves. I would think so; yes, sir. 


»t 2 pt. 4 —f}] 
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Mr. Curtis. I assume that Mr. Schoeneman knew that Mr. } 
had been in the Bureau. 

Mr. Graves. I would think so. 

Mr. Curtis. That is all. 

Chairman Kine. Any further questions? If there are no fi 
questions, the committee will adjourn subject to the call of the Chai 
(Whereupon, at 4 p. m., the committee recessed, subject to ca 

the Chair.) 
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MONDAY, APRIL 28, 1952 


House or RepresENTATIVES, 
SUBCOMMITTEE ON \DMINISTRATION OF THE INT! RNAL 
REVENUE Laws or THE COMMITTEE ON WAYS AND MEANS, 
Washington, D.C. 
The subcommittee met at 2 p. m., pursuant to recess, in the main 
room of the Committee on Ways and Means, New House 
 Buil ling, Hon. Cecil R. King (chairman of the subcommittee ) 
: a ts 
resent: Representatives King, Keogh, O’Brien, Kean, Curtis, and 
Also present : Adrian Ww. DeWind., chief counsel to the subcommit 
ee: Donald Schapiro, assistant counsel, and Walter C. Taylor. 
Chairman Kine. Mr. Applebaum, will you be sworn. Do you 
solemnly swear that the testimony you will give will be the truth, the 
whole truth, and nothing but the truth, so help you God / 
Mr. Apptesaum. I do. 
Chairman Kine. Be seated. Would you be good enough to identify 
the ventlemen with you for the record ? 


TESTIMONY OF JOSEPH APPLEBAUM, NEPONSIT, LONG ISLAND, 
N. Y., ACCOMPANIED BY J. BERTRAM WEGMAN AND SAUL 
KAPLAN, ATTORNEYS AT LAW 


Mr. AppLenauM. Mr. Bertram Wegman and Mr. Saul Kaplan. 

Mr. Kean. They are your counsel ¢ 

Mr. APPLEBAUM. Yes, sir. 

hairman Kine. The subcommittee’s next witness will be Mr. Joseph 
plebaum, who will be asked to give testimony regarding Mr. Joseph 
inan, and Mr. James B. E. Olson, formerly district supervisor 

e Aleohol Tax Unit in New York. 

Public hearings of this committee last September developed that 
Ap plebaum had been engaged in the wine-producing business up 
942 when his Federal license was revoked by the Alcohol Tax 
for violations of law. He was desirous of reentering the same 

isiness and in 1944 ap plied for the needed Federal permit. The 

| office of the Alcohol Tax Unit charged with the initial respon- 

lity of passing on this application dec ided that licenses should not 

granted to the companies in which Mr. Applebaum was interested 
iuse of his history of prior violations. 

Mr. Nunan, who had then just left the position of collector of 

rnal revenue in Brooklyn to become Commissioner, overruled the 

d office on two separate occasions and directed the requested licenses 

ssued to Mr. Applebaum’s companies. 


} 
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The unusual nature of Mr. Nunan’s actions is illustrated by th 
that, when Mr. Applebaum’s first application was being considey 
the spring of 1944, Mr. Nunan directed the issuance of the p 
before the investigation had been completed. Additional testi) 
was received to corroborate the conclusion that Mr. Nunan had 
cided to give Mr. Applebaum the permit no matter what the 
inspection report might show. In fact, this report when comp! 
recommended that the license be denied, but Nunan had al: 
directed it to be issued. 

In the fall of 1944, when Mr. Applebaum applied for a furthe: 
mit, the field office of the mn Tax Unit again recomme: 
rejection. Once more Mr. Nunan personally reversed this de 
The letter of reversal bore Mr. Nunan’s own signature, a fact 
testimony has shown to be highly unusual. 

This committee’s inquiry is not now concerned with Mr. 
baum’s conduct of the wine business. In fairness to Mr. Apple! 
it should be pointed out that, insofar as Alcohol Tax Unit record 
indicate, his subsequent record has been good. We are interest: 
learning why established procedures were not followed in thi 
and why Mr. Nunan gave Mr. Applebaum what might best 
scribed as unusually preferred treatment. 

A few weeks after the second permit was granted to Applebaum i 
the fall of 1944, Mr. Olson, a close friend of Mr. Nunan’s, was ask: 
by Mr. Applebaum to join his wine business and shortly thereafter 
his position as assistant collector of internal revenue in Brookly 
join Mr. Applebaum. Mr. Olson, who had no previous experie) 
the wine business, undertook to do what has been dese ribed 1 

v as “publie relations work” for the wineries. From 
en he tarted this association with Mr. Ap] yebau m until.) 
ry 1947 when he left to become district supervisor of the Alcohol 1 
‘nit. Mr. Olson received close to $100,000 from the Appl 
companies. 

The committee will now question 8 Applebaum concerning | 
association and the granting by Mr. Nunan of the liquor pern 

Mr. DeWrnpv. Mr. Apple ‘baum. ae you given your name 
reporter ¢ 

Mr. Arptesaum. I don’t think so. Joseph Applebaum. 

Mr. DeWtxp. What is your business? 

Mr. Arrrtesaum. Mainly investments, stock investments. 

Mr. DeWinp. Were vou formerly engaged in the business of p 
ducing wine ? 

Mr. Apptesaum. Yes, sir. 

Mr. DeWinp. Have you ever engaged in any other form of 
business than wine production? 

Mr. Apptenaum. No, sir. 

Mr. DeWrnpv. Mr. Applebaum, will you please tell the comn 
when you first got into the wine business ¢ 

Mr. Aprptesaum. Well, my father was in the wine business, 
when he died, I was about 16 years old, and I just helped my mo! 
out in the business. 

Mr. DeWrnp. When was that? 

Mr. Apptesaum. About 30 years ago. 

Mr. DeWrnp. That is about 1922? 

Mr. ArpLesaum. No, it was 19253. 


\) 
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Mr. DEWrnp. What form of business was that? 

Mr. APPLEBAUM. Sacramental wines. 

Mr. DeWinp. Was the business owned by your mother after your 
father’s death ? 

Mr. APPLEBAUM. Yes, sir. 

Mr. DeWinp. Did you have any financial interest in that business? 

Mr. APPLEBAUM. No, sir. 

Mr. DeWinv. How long did you continue to act as an assistant in 
e conduct of that business / 

Mr. APPLEBAUM. Quite some time, but I don’t know the exact length 
of time. 

Mr. DeWinv. How long did the company remain in business ‘ 

Mr. AppLesaum. I think the company is still in existence. 

Mr. DeWinp. What is the name of that company ¢ 

Mr. AppLepaum. The one that is in existence now ? 

Mr. DeWrnp. Yes. 

Mr. AppLesnaum. The Monarch Wine Co. 

Mr. DEW rnb. Was that its name at that time? 

Mr. AppLenaum. No, they have changed the name several times. 

Mr. DeWrnp. Let us put it this way. How long did you or your 

ther or any other member of your family have any interest in 

it business ¢ 

Mr. Apptenaum. I really don’t know the length of time. 

Mr. DeWrnpb. I am sorry; I can not hear you. 

Mr. AppLeBaum. I said I don’t know the length of time. I don’t 
member the leneth of time. 

Mr. DeWinv. How did you get out of the business? Did your 
mother sell her interest ¢ 

Mr. AppLtesauM. | am not sure whether she sold out or liquidated 
the business, somewhere in 1935 or 1934. 

Mr. DeWrnp. Let us go at it this way. What was the name of 

usiness In 1933? 

Mr. Apptesaum. It was either Majestic Industries or Monarch 
W ne Co. 

Mr. DeWrnp. I thought you said the business was still in existence. 

Mr. Apptespaum. Monarch Wine Co. is still in existence. 

Mr. DeWinp. You say you think your mother either liquidated or 

| out? 

Mr. Apptenaum. Yes, she probably sold out. 

Mr. DeWrinp. Did you have any financial interest in that business 
t that time ? 

Mr. AppLtenaum. No, sir. 

Mr. DeWinp. Some time in 1933 or 1934 your mother sold her inter- 
st. 1s that the fact ? 

Mr. Apptespaum. I believe so. 

Mr. DeWinp. Then what did you do after the business had been 
d, or your mother’s interest had been sold ? 

Mr. Apptenaum. I think she went into another wine business and I 
took care of that for her. 

Mr. DeWinp. What was the name of that business? 

Mr. Apptenaum. Geffen Industries. 

Mr. DeWrnp. In what business was Geffen Industries engaged ? 
Mr. AppLesaum. Wine business. 
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Mr. DeWinpv. Wine producing? 

Mr. AprpLesaum. Yes, sir. 

Mr. DeWinp. Did you own any stock or interest in the Geffey, | 
dustries ? 

Mr. ArpLesaum. No, sir. 

Mr. DeWinp. How is that spelled : G-e-f-f-e-n ! 

Mr. Areptesaum. That is right. 

Mr. DeWinpv. Who owned stock in that company besides y, 
mother ¢ , 

Mr. Arriesaum. Just her. 

Mr. DeWinp. She was the sole stockholder and you managed ¢ 
business ? 

Mr. Avetepaum. Yes, sir. 

Mr. DeWinp. Where did Geffen have its producing plant / 

Mr. Arptesaum. Long Island City. 

Mr. DeWinpv. How long did you continue as manager of the Geffen 
Industries ¢ 

Mr. Aprtesaum. I think she sold out the business in 1943. 

Mr. Kean. May I ask a question there? Was that one company o: 
that your father had also owned when he was doing business before! 

Mr. Aprptesaum. No, sir. 

Mr. Kean. When did your mother get into Geffen? After sh 
Monarch ? 

Mr. Arrpctesaum. That is right. 

Mr. Kran. She took the money that she had gotten from Mon 
and either organized or bought into Geffen ? 

Mr. Arptespaum. That is right. I believe that is right. 

Mr. DeWrnp. Did you remain as manager of Geffen until 1943 
when your mother sold her interest ¢ 

Mr. ApeLeBAuM. Yes, sir. 

Mr. DeWrnp. During this time, that is from 1933 or 1934 unt 
1943, did you have any other business interest ? 

Mr. Appitesaum. Yes, sir. 

Mr. DeWinp. What other interest did you have besides your in- 
terest as manager of the wine company ¢ 

Mr. AppLepauM. Fruit Preserve Co. 

Mr. DeWinv. What was the name of that company ? 

Mr. Apptesaum. Fruit Preserve Co. 

Mr. DeWinp. Oh, that is the name of it. 

Mr. ArpLespaum. That is right. 

Mr. DeWinpv. What business was it engaged in? 

Mr. ArrLenAum. Buying and selling sugar and fruits. 

Mr. DeWinp. Did you own that business? 

Mr. AppLesaum. No, my mother, sister, and myself. 

Mr. DeWinp. You each had one-third of the stock of the cor} 
tion ? 

Mr. Arptesaum. It was not a corporation. It was a partners! 

Mr. DeW inp. You received one-third interest ? 

Mr. ArrpLesaum. Yes, sir. 

Mr. DeWinn. Who conducted that business? Were you the act 
manager ? 

Mr. AprLesaum. Yes, sir. 

Mr. DeWrnp. Did your mother or your sister participate 
management at all? 
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Mr. APPLEBAUM. Very little, if any. 

Mr. DeW1nb. Did you have any other business interest during that 
ye! iod ¢ 

Mr. AppLeBAUM. Will you repeat the question ? 

(Question read by reporter. ) 

Mr. AppLesaum. No, sir. 

Mr. DeWinpv. Did you have any other sources of income during 
that period ¢ 

Mr. AreLesaum. I don't remember. I may have had some securi- 
ties, but I am not sure. 

Mr. DeWtinp. Let us go back to 1933 at the time you became man- 
ager of Geffen. Did you have any substantial security holdings or 
properties at that time ? 

Mr. APPLEBAUM. No. 

Mr. DeWinp. So prior to 1933 you had no substantial properties 
of your own; you were simply manager of your mother’s business 
with no other sources of substantial amounts of income ¢ 

Mr. AppLesaum. That is right. 

Mr. DeWinp. Do you think that perhaps during the 1930’s you 
became the owner of any substantial amount of securities? 

Mr. AppLesaum. I don’t remember. 

Mr. DeWrnp. Did you engage in any extensive stock market trans- 
wctions during the thirties / 

Mr. Aprtenaum. I did at one time, but I don’t remember whether 
t dated back then or not. 

Mr. DeWinpv. Let us put it this way. Did you engage in extensive 
stock-market investments or speculation prior to World War I1¢ 

Mr. Apptesaum. During World War IIL? 

Mr. DeWrnp. Prior to World War LI. 

Mr. AppLesaum. Prior to World War II? I don’t know whether 
it is extensive or not, but 1 presume that I did have securities at that 
time. 

Mr. DeWinp. Let us get at it this way: Approximately how much 
were you worth by 1942? 

Mr. Aprptesaum. I can’t remember. 

Mr. DeWinp. Approximately. I am not asking you to remember 
ex tly. 

Mr. Apptesaum. I haven’t got the slightest idea. 

Mr. DeWinp. In 1933, you say you had virtually nothing. By 1942 
you had some securities. What were the sources of the moneys which 
you mvested in securities ? 

No response. ) 

Mr. DeWrinp. Where did you get the money with which you went 
nto the stock market ? 

Mr. Apptesaum. I was drawing salary. 

Mr. DeWinp. This was your salary from Geffen Industries? 

Mr. ArpteBaum. Yes, sir. 

Mr. DeWinp. That is all you had? 

Mr. Apptepaum. And from Fruit Preserve. 

Mr. DeWrnp. You had one-third of the profits of Fruit Preserve ? 

Mr. AppLesaum. Yes, sir. 

Mr. DeWinv. Was that a very successful company ? 

Mr. AppLespaum. Fairly. 
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Mr. DeWrnp. So you had your salary from Geffen, your on 
of the profits of Fruit Preserve, and those you used to make 
market investments ¢ 

Mr. Apptesaum. Yes, sir. 

Mr. DeWinp. Did you have any other sources of funds thai 
put in the market? 

Mr. Arpiesaum. I don’t think so. 

Mr. DeWrnp. You say you do not think so. Do you not kno 
way or the other whether you did or not? 

Mr. Arriesaum. I don’t remember. 

Mr. DeWinp. Were you engaged in any other line of business 

Mr. Arrpiesaum. No, sir. 

Mr. DeWrinp. Were you engaged in other income-prod 
activity ? 

Mr. Arpiesaum. I don’t think so. 

Mr. DeWinp. Do you not remember one way or another? 

Mr. Arrptesaum. I don’t remember, but I don’t think so. 

Mr. DeWrnp. What other business have you ever engaged in / 

Mr. Arriesaum. Just in securities. 

Mr. DeWinp. And the wine business and the Fruit Preserve | 
ness, and investment in securities. 

Mr. Arptesaum. That is right. 

Mr. DeWrnp. Then you had no other source of income? 

Mr. Arpiesaum. I don’t think so. 

Mr. DeWinp. Why do you say you don’t think so? 

Mr. Arriesaum. I can’t think of anything else. 

Mr. DeWrnp. Do you not remember whether you ever engaged 
any other activities that produced income ? 

Mr. Arrtesaum. I just don’t remember if I had any. I do 
think so. I have to repeat that. 

Mr. DeWrnp. I am a little puzzled as to any doubt in your mi 
to what kind of business you were engaged in. 

Mr. Aprptesaum. The only business I can remember. 

Mr. DeWrnp. Can you not be definite you engaged in no others! 

Mr. Arrpienaum. I was in no other business. 

Mr. DeWinp. You were in no other business? 

Mr. App.tenaum. No, sir. 

Mr. DeWrnp. Did you have any other source of income? 

Mr. Aprptesaum. I don’t think so. 

Mr. DeWrnp. You do not know you did or you know you did? 

Mr. Arrtesaum. I don’t remember. You are going back a lot of 
years now. 

Mr. DeWrnp. Let us think about it. You know that you got incom 
from Fruit Preserve, you know you got income from Geffen, yo 
know you invested in securities; what else did you do? 

Mr. Arptesaum. I don’t think I have done anything else. 

Mr. DeWrnp. Do you have any doubt in your mind at all as to 
whether or not you did anything else? 

Mr. Arrptenaum. What was the question? 

Mr. De Wrtnp. Read it, please. 

(Question read by the reporter.) 

Mr. Aprtenaum. I have no doubt, but if I did have anything else, 
I don’t remember it. 

Mr. DeWrnp. You say you did not have anything? 
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Mr. Aprptesaum. As far as I remember, I did not. I could have 
had something, but I am pretty sure I did not. 

Mr. DeWinp. Why do you say you could have done something else ? 

Mr. AppLesaum. Because there is a possibility. 

Mr. DeWinp. Is your memory generally pretty weak? 

Mr. Apptesaum. Yes, sir. 

Mr. DeWinv. Have you ever engaged in any other business except 
the wine business ¢ 

Mr. Apptesaum. No other business. 

Mr. DeWinp. Except Fruit Preserve. 

Mr. Arptesaum. Fruit Preserve and security. 

Mr. DeWinp. If you have never engaged in any other business 
except those, have you had any sources of income except from Geffen, 
from Fruit Preserve, and from your investment in securities up to 
194-5 ¢ 

Mr. Apptesaum. I had no other income. 

Mr. DeWtnp. Did you receive money from any other source prior 
to 1943, in any substantial amount? 

Mr. ArrLtesaum. No, sir. 

Mr. DeWinp. Did you receive any gifts or inheritances / 

Mr. Aprpitesaum. No, sir. 

Mr. DeWinp. On your father’s death he left you no substantial 
property or money ‘ 

Mr. Arpitenaum. He left some, but I would not know how much 
it was. 

Mr. DeWrnp. Did he leave anything to you? 

Mr. Aprpiesaum. I think it all went to my mother. 

Mr. DeWinv. When your mother died, did she leave you any 
substantial—— 

Mr. AppLesaum. She didn’t die, thank goodness. She is still alive. 

Mr. DeWrnp. I am sorry. So you received no inheritance from 
her obviously. 

Have you received any substantial gifts from your mother? 

Mr. ArrpLesBaum. She has given me gifts. I don’t know whether 
it was substantial or not. 

Mr. DeWrnp. Has she given you any gifts for which either you or 
she has filed any gift tax return or information return ¢ 

Mr. Apriesaum. Yes, sir. 

Mr. DeWinp. Approximately how much are you worth at the pres- 
ent time, Mr. Applebaum ? 

Mr. AprLrsaum. I can’t approximate that at this time. 

Mr. DeWrnpv. Roughly speaking, what is the minimum figure? Can 
you place a minimum figure on your net worth? Are you worth 
$100,000 ? 

Mr. Apptesaum. I can’t guess. I am under oath, and I won't 
venture a guess. 

Mr. DeWrnp. I am not suggesting you guess. I am asking you to 
make an estimate. 

Mr. Appienaum. I can’t even estimate. 

Mr. DeWinp. Do you remember on September 7, 1951, you ap- 
peared before a staff of the subcommittee, and you were asked this 
question : 

Do you have any sort of an idea as to approximately what these securities 
would be worth? 
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referring to your security holdings. 

A. Oh, they run into several million dollars. 

Mr. Apptenaum. Yes, sir. 

Mr. DeWinp. That is an accurate answer, I assume ? 

Mr. Appiesaum. Yes; but I owed a lot of money on that, too. 

Mr. DeWrnp. Were these securities that you owned on margin 
accounts? 

Mr. Appiesaum. I haven’t hypothecated with the bank. 

Mr. DeWrnp. These were securities that you hypothecated with the 
bank to cover the purchase price, or did you own the securities and 
were making loans? 

Mr. Arpiesaum. I suppose I had securities; I hypothecated them 
and bought other securities. 

Mr. DeWinp. Prior to making these loans you referred to, you had 
several million dollars of securities free and clear ? 

Mr. Apptenaum. Pardon me? 

Mr. DeWrnp. You had several million dollars of securities that you 
owned before you made these loans from the banks? 

Mr. Arpcesaum. No, sir; I never said that. 

Mr. DeWinpv. Did you? Tamasking you. 

Mr. Aprtesacm. No; it is not so. 

Mr. DeWinp. Where did you get the several million dollars in 
securities that you pledged at the bank ? 

Mr. Aprptesaum. I could have bought a half million. I could have 
bought a half million and then hypothecated and bought additional 
million or million and a half. 


Mr. DeWrnp. That is what I asked you, whether you pledged them 
in connection with the purchase of securities, or did you have—— 

Mr. Apriesacm. I thought you meant with the broker. 

Mr. DeWrnp. These several million dollars of securities you have, 
what is the net amount of the loans outstanding against those 


securities ? 

Mr. Apriesacm. I don’t know that. 

Mr. DeWrxp. Approximately how much have you borrowed ? 

Mr. Apeiesaum. | haven't got an idea. 

Mr. DeWinp. Where have you borrowed the money from, which 
bank ? 

Mr. Appienaum. Chemical Bank. 

Mr. DeWinp. Have you borrowed money anywhere else ? 

Mr. Aprrptesnaum. Corn Exchange Bank. 

Mr. DeWrnp. Any other banks? 

Mr. Apptesaum. No, sir. 

Mr. DeWrnp. So you have several million dollars worth of securi- 
ties pledged at the Chemical and Corn Exchange Banks in New York 
as securities for these loans? 

Mr. AppLtepaum. Yes, sir. 

Mr. DeWrnp. How long have those loans been outstanding ? 

Mr. Aprrtesaum. Well, I buy and sell securities, so the loans can go 
up and godown. That is going on for quite some time. 

Mr. Kran. May I ask a question on that? What was the purpose 
of makingthe loan? Inorder to buy more securities ? 

Mr. Aprptespaum. Yes, sir. 

Mr. Kean. Is not that contrary to the—— 
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Mr. AppLtesaum. Not in bonds. When you buy bonds, you can 
borrow. 

Mr. Kean. These were bonds, not stocks. 

Mr. Appitesacum. Mostly bonds, I would say. 

Mr. Kran. I understood that in order to prevent expansion of credit, 
there was some regulation by which the banks were not supposed to 
lend money in order to purchase stocks, just the same way as there 
are certain margin requirements with reference to the stock exchange. 

Mr. Arpiesaum. I don’t believe that applies to bonds. 

Mr. DeWrnp. What is your present equity in these securities over 
and above the loans ¢ 

Mr. ArpLesaum. | don’t know. 

Mr. DeWrnp. Approximately how much ? 

Mr. Aprtesaum. | haven't the slightest idea. 

Mr. DeWrnp. Is it more than a million dollars ¢ 

Mr. Appiesaum. Do you want me to guess at it ? 

Mr. DeWinp. I want your best approximation. 

Mr. Apptespaum. I would say over a million dollars. 

Mr. DeWrnp. Would you say it would be over two million? I am 
asking you for an approximation. Over one million and less than 
two? 

Mr. Apptesaum. I can’t tell you. 

Mr. DeWrnpb. Would you approximate it at less than two or more 
than one / 

Mr. Appienaum. I don't know. 

Mr. DeWinp. Right about 2 million? 

Mr. Aprptesaum. I don’t know. 

Mr. DeWinxp. What approximate figure would you place on your 
net worth, that is your assets less your liabilities today ? 

Mr. Aprtenaum. I just can’t tell you, because I don’t know. 

Mr. DeWtnp. What are the interests you have today? You have 
these securities that are pledged at the Chemical and Corn Exchange 
Banks. Whiat else do you own ? 

Mr. Appiesaum. Supreme Wine Co. and Apple Distillers, Ltd. 

Mr. DeWrnp. Are you active in the wine business, or do you own 
the stock ? 

Mr. Appiesaum. I just own the stock. 

Mr. DeWrnp. Do you own all of it ? 

Mr. Appiesaum. Yes, sir. 

Mr. DeEWrnpv. What was your investment in Supreme Wine? 

Mr. Apptenaum. I bought the stock I think for $2,500. 

Mr. DeWrnp. And approximately what is Supreme Wine stock 
worth today, all of it? 

Mr. Arrtenaum. You can buy it for half the price. 

Mr. DeWrnp. So there is not very much in that? 

Mr. Apptesaum. No; I have a big loss in that. 

Mr. DeWrnv. What other properties do you own? 

Mr. Arptesaum. Apple Distillers, Ltd. 

Mr. DeWrnpv. How much did you invest in the stock of that com- 
pany? 

Mr. Apptenaum. My best recollection, about $10,000. 

Mr. DeWrnp. What would you say the stock of that company is 
worth today ? 

Mr. Arpiesaum. Nil. 
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Mr. DeWinv. What other property do you own? 

Mr. Arptesaum. I don’t own any other property at this time. 

Mr. DeWtnp. Then the only properties that you own of any sub 
stantial value are the securities pledged with these two banks in Ney 
York; is that right? 

Mr. Appiesaum. Yes, sir. 

Mr. DeWinv. You say you cannot approximate the market valu 
of those securities? 

Mr. Apptesaum. I cannot. 

Mr. DeWinp. You cannot approximate the loans that you have 
outstanding? 

Mr. Arrptesaum. No; I don’t remember. 

Mr. DeWinp. Except that you say that the net equity is in excess 
of a million dollars? 

Mr. Arpiesaum. Yes, sir. 

Mr. DeWrnp. Are all of these securities in publicly owned com 
panies ¢ 

Mr. Arpiesaum. Yes, sir. 

Mr. DeWinp. Do you keep any records of your investments? 

Mr. Arptesaum. The accountant does, 

Mr. DeWrnp. Do you ever look at these records to find out how 
your securities are doing? 

Mr. Arpiesaum. Oh, sure. 

Mr. DeWrnp. When did you last look at them? 

Mr. Arptesaum. I believe on Saturday. 

Mr. DeWinpn. When you looked at them on Saturday, did you not 
find out what the market prices were so that you could estimate the 
total market price? 

Mr. Aprriesaum. I had no idea that is what you wanted. I know 
the approximate prices of the stocks I own. 

Mr. DeWinp. You mean to say that, apart from the questions that 
this committee might ask, you have no interest in what you are worth? 

Mr. Arrtesaum. I don’t figure what I am worth. 

Mr. Kean. Mr. Counsel, this line of questioning is troubling me, a 
little bit, because I wonder what the relationship is or the necessity of 
finding out the net worth of an individual? Is that connected directly 
with the matters that we are going to look into? In general I do not 
like asking a man what his net worth is unless it fits in with our picture. 

Mr. DeWrnp. I think it will, Mr. Kean; if Mr. Applebaum objects to 
answering questions about this now, I will defer until later. 

Mr. Kean. I will take your word for it if it does fit in with the whole 
picture we are investigating. But I do have hesitancy in asking pet 
sonal questions. 

Mr. DeWinv. Suppose we defer that line of questioning until late: 
on, at least. 

Mr. Keocu. Mr. Chairman, I think a corollary to the problem that 
Mr. Kean has given rise to now is one that has remained undecided for 
some time, and that is the policy of the subcommittee with respect to 
making part of the public hearing any minutes of an executive session. 
I think that when the subcommittee decides one question of policy, it 
might consider the other. 

Mr. DeWrnp. Mr. Keogh, the material I read was not in executive 
session of the committee. It was a staff interview of Mr. Applebaum. 
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Mr. Arriesaum. Mr. DeWind, if you are interested if taxes were 
paid, I can assure you that the taxes were paid on every penny that I 
an 
Mr. DeWrnp. Mr. Applebaum, in 1942 was the Alcohol Tax Unit 
permit of Geffen Industries revoked ? 
Mr. Apptesaum. It was revoked. I don’t remember the year, though. 
Mr. DeEWinp. Some time in 1943 or shortly before that ? 
Mr. App.tesaum. I believe so. I believe that is the time, some time 
around that time. 
Mr. DeWinpb. When your interest was sold out—that is, when your 
other sold her interest in Geffen—it was because, or subsequent at 
any rate, to the revocation of the permit, was it not ¢ 
Mr. Arpiespaum. No, that was after the revocation. 
Mr. DeWrnp. What were the violations which led to the revocation 
of the Geffen permit ? 
Mr. Appiesaum. It appeared that the regulations on production of 
ne were very vague, and nobody seemed to know what the regulations 
really were. We were all manufacturing wine approximately the same 
way, and I believe that the Government contended that it was pro- 
luced not in accordance with the regulations. 
Mr. DeWtinp. Can you remember what specific charges were made 
by the Government in connection with the revocation ¢ 
Mr. APPLEBAT M. No: | cant remember r that. 
Mr. DeWinpb. Was there uny charge of underpayment of 
tax? 
Mr. ArpLenaum. Pardon me / 
Mr. DeWInp. Were you ¢ harged with unde? 
faxes ¢ 
Mr. Appternacm. I don’t know what the charges are or what the 
harges were, but that was a matter of opinion. They called that rec- 
tification tax. It was not a payment of a wine tax, just rectification. 
lhe contention was that if you tr oc wines differently then they 
issessed you for rectification. That was the only tax that I think 
they referred To. ; 
Mr. DeWrnp. So any charge of underpayment related to under- 
payment of rectification tax / 


alcohol 


payment of the alcohol 


Mr. Avptesaum. I don’t consider that underpayment of tax at all. 
Mr. DeWixp. Why do you not consider it as underpayment ? 

Mr. Arpitesacum. Because I don’t think we did anything different 
in anybody else. They just assessed us indiscriminately. They 
ere persecuting us for something that everybody had been doing. We 
ere the only ones that were pointed out to get a revocation. 

Mr. DeW inp. You say you were the only one 


on 


picked out for revoca 

but you say everybody engaged in the practices that you 

iwed in? : 
Mr. Apptepaum. I don’t say everybody, but a great 
e people. 

Mr. DeWinp. Why were you selected? Do you know any reason 

hy you should be selected for specially unfavorable treatment ? 

Mr. Apptesnaum. No; I don’t know why, but none of the others lost 
r permits for doing the same identical thing. 

May I add that since the revocation the 1 egul: ations were clarified, 
nd I don’t believe anybody is disobeying the regul: ations, because it is 

irified. 


number of 
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Mr. DeW inp. But in any event, the Geffen Industries had its permit 
revoked. 

Mr. Appiesaum. It has. 

Mr. DeWinp. After Geffen Industries had its permit revoked, what 
business did you go into then? 

Mr. Arp.iesaum. I was out of business for a little while. Then 
went back into the wine business. 

Mr. DeWtnp. You say you were out of business entirely ? 

Mr. Aprtesaum. Out of the wine business. I was always in the 
security business. 

Mr. DeWinv. When did you try to get back into the wine business 

Mr. AprLesaum. I would guess about a year after Geffen Industries 
was sold. 

Mr. DeW inp. That would be in 1944, is that correct ? 

Mr. Apptesnaum. Around that time. 

Mr. DeWinp. What was the name of the company that you made 
application for a permit for? 

Mr. Aprtesaum. I don’t remember. 

Mr. DeWinp. Is it not a fact that you first of all bought a minority 
interest in the San Gabriel Wine Co.? Was not that your first step 
to go back in business ? 

Mr. Arrtesaum. That may have been. I have had several of them 
and I don’t remember the sequence of it. 

Mr. DeWrnp. Did you buy that minority interest in San Gabriel 
because the Alcohol Tax Unit would permit that when the Vv wouldn't 
let you have a majority interest ? 

Mr. Arptepaum. Yes, sir. 

Mr. DeWinp. So your first step was to get a minority interest—— 

Mr. Arpptesaum. Excuse me. 

Mr. Weeman. I don’t want to interrupt. He is having difficulty 
understanding your questions, and that is causing some confusion in 
the answers. 

Mr. DeWrxp. Did you buy a minority interest in San Gabriel be 
cause the Alcohol Tax Unit would not permit you to buy a majority 
interest ‘ 

Mr. Appternaum. Yes. 

Mr. DeWtinp. Who else had an interest in San Gabriel? You bought 
a minority interest. Who had the majority interest ¢ 

Mr. Apritesaum. If I remember correctly, it was Ben Omighiac 

Mr. DeWinpv. After you acquired a minority interest in San Gabrie 
did San Gabriel apply for a further wine permit? 

Mr. Arptesaum. I think so, but I am not sure. 

Mr. DeWrnp. In fact, did not San Gabriel shortly after you bought 
your minority interest apply for a wine permit to produce wine 
Canandaigua, N. Y ? 

Mr. AvpLtenaum. If the record shows it did, then it is so. 

Mr. DeWtnp. Do you not remember ? 

Mr. Arrptesaum. No; I don’t remember. 

Mr. DeWinp. Did San Gabriel engage in the production of w 
at Canandaigua, N. Y? 

Mr. Arptesaum. I don’t remember. 

Mr. DeWtnp. Do you not recall, Mr. Applebaum, that you bought 
a plant at Canandaigua, N. Y., which you converted to wine produ 


tion ? 
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Mr. ArpLesaum. Yes, sir. 

Mr. DeWinp. And did you not first of all seek the permit for that 
in the name of San Gabriel ¢ 

Mr. AppLtesaum. I don’t remember the sequence, Mr. DeWind. 

Mr. Byrnes. May I ask a question here, Mr. Chairman ¢ 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. This appearance here, that is, your appearance here 
today, is not by surprise or anything, is it? You knew that these ques- 
tions were going to be asked you, or have been asked you by the staff 
of this committee on some previous occasion, have they not ? 

Mr. ArpLesaum. These questions were never asked. 

Mr. Byrnes. About your past activities ¢ 

Mr. Arprtenaum. Not about these questions. But even if they were, 
I have no way of finding out the sequence of them. 

Mr. Byrnes. You have no way to refresh your memory or recollec- 
tion whatever as to what transpired in these various companies that 
you were engaged in managing ¢ 

Mr. Arptesaum. No. Mr. Wegman took care of my affairs at that 
time, and that is the reason I have him here to try to refresh my mem- 
ory. He has a good memory and I have a very bad one. 

Mr. Byrnes. You cannot remember any of the details of any of your 
own personal transactions, some of them, and any of these companies 
you managed and were very active in‘ 

Mr. Aprrtesaum. No, they are matters of record. They are all 
permits. 

Mr. Byrnes. That is it. I am surprised you have not at least re- 
freshed your memory prior to your appearance here as to what trans- 
pired. 

Mr. Arprresaum. I did try. I don’t know where to get that in- 
formation. 

Mr. Karrian. I made an effort in that direction. Mr. Van Buren, 
who had represented Mr. Applebaum in many of these transactions, is 
dead today. I made an effort to get the chronological sequence to piece 
these things together. We have some of the information, but the 
other we do not have. If the committee staff gave us a chronological 
sequence, we would be in a position to piece these matters together. 
That is the reason for this quest ion of sequence of events. ‘There were 
a number of the transactions, but Mr. Applebaum doesn’t recall the 
specific sequence of all these various transactions. If the committee 
will give us—I believe they have the records here—give us the se- 
quence, it may be helpful. We were never questioned on the sequence 
of all these matters, and I attended both private hearings. 

Mr. Byrnes. You may not have been questioned on the sequence, 
but you were questioned concerning them. It occurred to me that you 
may have made some effort to try to find out what happened so if the 
committee had questions you would be able to answer them. 

Mr. ArrpLesauM. I think that the only place to find out is the 
Aleohol Tax Unit. and | can go there and find out. 

Mr. Byrnes. You kept no personal records or anything to refresh 
your memory 

Mr. Arrtenaum. I don't keep any records. The attorneys and 
the accountants kept them, so I don’t know. 

Mr. DeWiNp. Mr. Applebaum, let us get at this another way. When 
you decided that vou would try to get back in the wine business, did 
you talk it over with Mr. Nunan ¢ 
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Mr. Appiesaum. Yes, sir. 

Mr. DeWinp. How did you meet Mr. Nunan ? 

Mr. Appitesaum. How did I meet Mr. Nunan? 

Mr. DeWInp. Yes. 

Mr. Apptesaum. I do not remember that. 

Mr. DeWinpv. You do not remember that ? 

Mr. ArepLtesaum. How I met him? 

Mr. DeWIinp. Yes. 

Mr. Appriesaum. No: I don’t remember. 

Mr. DeWtnp. Did Mr. Olson introduce you to Mr. Nunan in the 
first place ? 

Mr. Arptesnaum. I think I testified that he may have. 

Mr. DeWinv. How long had you known Mr. Nunan before you 
went to see him in connection with your wine business in 19444 

Mr. Arrtesaum. Maybe 3 years or so. 

Mr. DeWinp. Mr. Nunan became Commissioner of Internal Rev- 
enue in March of 1944, and it was quite shortly after that that you 
went to see him about getting back in the wine business, is that not 
correct ¢ 

\ir. Appternaum. I believe so. 

Mr. DeWinv. You say that you had met Mr. Nunan possibly some 
‘s vears before. Was he collector of internal revenue in Brooklyn at 
the time you met him ? 

Mr. Appitepaum. Yes. 

Mr. DeWixp. Mr. Olson was assistant collector in Brooklyn, is 
that right / 

Mr. Arritesnaum. I believe so. 

Mr. DeWrxp. And you think it is possible that Mr. Olson intro- 
duced you to Mr. Nunan ? 

Mr. Arvprenaum. Yes, sir. 

Mr. DeWinxp. Had you seen much of Mr. Nunan between the time 
vou met him and when you went down to talk to him about the wine 


business ¢ 


Mr. Arrienaum. I don’t remember. 

Mr. DeWrnp. I beg pardon? 

Mr. Avrtesaum. I don’t remember. 

Mr. DeWinp. Were you a close friend of his at that time? 

Mr. ArrpLesaum. I wouldn’t say a close friend ; no, sir. 

Mr. DeWrxp. What had been the nature of your acquaintanceship 
with Mr. Nunan’ Had you had lunch with him on numerous occa- 


sions ¢ 


Mr. Arrptenaum. I don’t remember that either. 

Mr. DeWrnv. Had you visited his home? 

Mr. Aprtenaum. No, sir. You are talking about that time? 

Mr. DeWrnp. Yes: at that time. 

Mr. Arpiesnaum. No: I had not visited his home. 

Mr. Byrnes. How many times during the course of 1943 would 
vou estimate that you saw Mr. Nunan or visited with him ? 

Mr. Arritenaum. I couldn’t remember that. 

Mr. Byrnes. Was it quite often, so often that you would not re- 
member how many times? 

Mr. Arptenaum. No: it was not often at all. 

Mr. Byrnes. Would you say it was once, or not at all ? 
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Mr. ArppLtesauM. I saw him a number of times, but I don’t know 
how often and what period of time. 

Mr. Byrnes. You cannot give the committee any information as to 
the extent of your friendship with Mr. Nunan prior to your visit 
with him about this certificate ¢ 

Did you call each othe by first names / 

Mr. Arpiepaum. Yes, sit 

Mr. Byrnes. Did you have lunch together at all ? 

Mr. ArpLesauM. Possibly. 

‘ {r. BYRNES. Possibly i Can you not remember one way or another 
whether you did or did not have lunch with him ¢ 

Mr. Arrtesaum. No: I do not. 

Mr. Byrnes. You do not remember ? 

Mr. Aprtenaum. I do not remember a thing. 

Mr. Byrnes. Did you ever have any business transactions with him ? 

Mr. AppLepaum. No, sir. 

Mr. Byrnes. Did you belong to any clubs together ? 

Mr. Arpp_tesaum. The Nat onal Democratic Club. 

Mr. Byrnes. How often would you meet him there ¢ 

Mr. Arpitenaum. Very seldom. 

Mr. Byrnes. Any other clubs? 

Mr. Aprtesnaum. No, sil 

Mr. Byrnes. No business relationship 

Mr. Arrpternaum. No, sir 

Mr. Byrnes. What brought the two of you together in any kind 
of x friendship ¢ Just vour Democratic Party interests or what? 


/ 


Mr. Aprtesaum. I met him like everybody else. You like one aun. 
other. | suppose, and vou t alk to eac h other and possib ily have lun ic h 
and possibly have a drink. I wouldn’t remember. It is a normal 
thing. 


Mr. Byrnes. I am not saying there is anything wrong with it. 

Mr. Arrienatm. I say it is a normal thing to do, but I can’t say 
positively it has happened and how many times it has happened. 1] 
came up to the office several times, and I have always seen him there. 

Mr. Byrnes. What would you visit him in the office for, for what 
purpose ¢ 

Mr. Avpitevacm. I used to go into the building many times because 
we hought revenue stamps, and we also had a lot of assessments, as 
1 have testified a little while ago. So I had occasion to go in there 
quite often. 

Mr. Byrxrs. When you would go into the office, would you always 
stop mn to see the collector and s i\ hello ¢ 

Mr. Arptenaum. I would always see Mr. Olson, and he was in the 
same room or just next door, and he would say, “Do you want to say 
hello to the collector / 

Mr. —. So you woul 1 go in and visit with him? 

Mr. ApptEnatuM. Yes, sir. , 

Mir. BYRNEs. ‘So you pas sed the time of day 

Mr. Apptenaum. No; I would never waste much time, just say 
hello. 

Mr. Byrnes. That is all you talked about, to say hello? 

Mr. Apptenacm. I couldn’t remember what we talked about. 

Mr. Byrnes. You talked about the weather? 

Mr. Arpiesaum,. Possibly. 
n2—pt. 4 H2 


GTA5S0 
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Mr. DeWinp. After Geffen Industries began to get into trouble 
over its permit, did you talk to Mr. Nunan about your permit 
problems ? 

Mr. Arptesaum. I did. 

Mr. DeWinp. That is when he was still collector that you discussed 
the permit problems with him? 

Mr. Apptesaum. No; not while he was collector, nor when he was 
Commissioner. 

Mr. DeWrinp. You mean on these occasions in 1941, 1942, and 1943, 
when you saw Mr. Nunan in his office, you never distussed- 

Mr. Arptesaum. I didn’t say never. I could have. I don’t remem- 
ber what I have said to him, but I could have. 

Mr. DeWrnp. Did you discuss them with Mr. Olson at that time? 

Mr. Appiesaum. I do not remember that either, but I could have. 

Mr. DeWinp. How long had you known Mr. Olson? 

Mr. Arprtesacm. I don’t remember that either, but probably 5 or 6 
years before that. 

Mr. DeW inp. How had you first met Mr. Olson? Was it in con- 
nection with his official duties in the collector’s office? 

Mr. Appiesaum. I believe so. 

Mr. DeWrnpb. Did Mr. Olson have some connection with the deter- 
mination of the taxes of Geffen Industries? 

Mr. Appteraum. No, sir. 

Mr. DeWrnp. Did he have anything to do with the collection of 
those taxes personally ? 

Mr. Appiesicm. | believe so. 

Mr. DeWinp. Did you have some unpaid tax liabilities outstand- 
ing that you took up with Mr. Olson? Was that it ¢ 

Mr. ApptesauM. They were all subsequently paid, if that is what 
you are trying to say. 

Mr. DeWinp. You had some outstanding assessments which you 
had not paid, and in talking about those you met Mr. Olson, is that 
right / 

Mr. AppLesaco., I believe so. 

Mr. DeWtinpv. Did you get to know Mr. Olson pretty well prior 
to 1944¢ 

Mr. Arpiteraum. Yes, sir. 

Mr. DeWinp. Did you lunch with him frequently / 

Mr. Apptesaum. Occasionally. 

Mr. DeWinpb. Did you visit his home? 

Mr. Apprenium. Yes, sir. 

Mr. DeWinv. Would you describe yourself as a close friend of 
Mr. Olson? 

Mr. AprLenaum. I want to correct that. If you are referring to 
that particular time I visited his home—— 

Mr. DeWinp. Yes. 

Mr. Arptepacm. Up to that point I don’t think so. 

Mr. DeWinp. So your only connections had been to have lunch 
with him and see him about your tax liabilities? 

Mr. Arpiesaum. I think so. 

Mr. DeWinxp. While you were seeing Mr. Olson about your tax 
liabilities in his office, he took you in and introduced you to Mr. 
Nunan one day, is that right ? 

Mr. Apptesaum. I only believe that. I am not sure of that. 
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Mr. DeWrwnp. Is there anybody else that might have introduced 
you to Mr. Nunan? 

Mr. ArpieBaum. I don’t know. I can’t think of anybody else. 

Mr. DeWrnp. When the time came in 1944 that you thought you 
would like to get back into the wine business, did you discuss your 
problems with Mr. Olson ? 

Mr. Appitesaum. I could have. 

Mr. DeWrnp. In fact, did you not? 

Mr. Appiesaum. In fact, I don’t remember. 

Mr. DeWinp. Here you had a good friend in the collector's office, 
Mr. Olson, whom you saw frequently. Are you not sure that you took 
up vour wine problems with him ¢ 

Mr. Avretesaum. I am not sure, but I could have. It would be 
just logical, but I don’t remember actually having a conversation with 
him. 

Mr. DeWrnp. Did Mr. Olson ever suggest you should take it up 
with Mr. Nunan 

Mr. ArpLtEesaum. No, sir. 

Mr. DeWinp. Where did you first take it up with Mr. Nunan? Did 
you go down to Washington and see him in his office there? 

Mr. Arriesaum. Yes, sir. 

Mr. DeWinp. And at that time you asked him how it might be pos- 
sible for you to get back into the wine business ¢ 

Mr. AppLesaum. Yes, sir. 

Mr. DeWinpv. What did Mr. Nunan tell you? 

Mir. A\pptesaum. I explained to him the whole situation of the indus- 
try situation, and I told him that we were singled out and we lost our 


permit, and we had not done anything that other wineries did not do, 
and I didn’t think it was fair. I says, “I would very much like to go 
back into it.” and he Savs, well, the next time he vets to New York 


he will try to see the supervisor and try to find out more about it. 

Mr. DeWrnp. Is that all that took place concerning your wine busi- 
ness the first time you spoke to Mr. Nunan? 

Mr. Appiesaum. I believe so. 

Mr. DeWinp. Then I gather you must have spoken to him again 
later after he had been to New York. 

Mr. Arriesaum. I spoke to him several times, I believe. 

Mr. DeWinp. The next time you saw Mr. Nunan, had he talked to 
the supervisor in New York? 

Mr. Arrienaum. I was up to the supervisor’s office when he went 
up to see the superviso1 

Mr. DeWinxpv. Mr. Nunan came to New York and you went over 
while he was there ? 

Mr. Arrtenaum. Whether he called me to be up there, I don’t re- 
member exactly how it was, but I was present when he saw the super- 
visor. 

Mr. DeWinp. He personally came to New York to discuss your case 
with the supervisor, and invited you to be there ? 

Mr. Avriesaum. I don’t know whether he personally came to New 
York. 

Mr. DeWinp. He was there in person discussing your case in New 
York. 

Mr. Apepresaum. He was at the supervisor’s office. 

Mr. DeEWrnp. And he asked you to come over! 
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Mr. Apptesaum. I was there, so I am just assuming that he did. 

Mr. DeWinp. What did they tell you about your desire to get back 
into the wine business? What did Mr. Nunan tell you? 

Mr. Arptesaum. At the meeting, they haven’t told me athing. But 
Mr. Nunan told me later on that they would not go along on issuing 
the pe ‘rmit, and that the V would suggest if I wanted to go back into 
the wine business I buy a minority interest, and if they find there will 
be no violations for 6 months or so, they wouldn’t mind going along on 


a mi yority interest. 
Mr. DeWinp. That is, you would apply for a permit in which you 
would have a majority interest, and Mr. Nunan said that could not 


be done / 

Mr. AppLesaum. I had not applied. 

Mr. DeWinv. You wanted to apply. 

Mr. ArpLesaum. Yes. 

Mr. DeWixpv. For a permit in a company which you would have 

»wned completely, or at ‘es ast a majority interest. 

Mr. Arvrtenaum. That is right. 

Mr. DeWinv. But you were told you could not do that, but you 
could get a minority interest ‘ 

Mr. Aprtesnaum. I always knew I could get a minority interest. 
didn’t need anybody to intercede for me on a minority interest. 

Mr. Kean. May I ask a question? Mr. Nunan then advised you 
how ve ould get around the law / 

Mr. ha PLEBAUM. No, sir: he did not. 

Mr. Kean. You said Mr. Nunan told you 

Mr. ApritesnaumM. Mr. Nunan told me that I could buy in a minority 
Interest 

Mr. Kean. That is what I mean. 

Mr. Arrpiesaum. But I told him I didn't need anybody to intercede 
for me for that purpose, because anybody can buy a minority interest, 
and it requires nobody's help. 

Mr. Kean. But he explained to you how you could get around the 
law ? 

Mr. Arrptesaum. That is not getting around the law, sir. The law 
specifically permits that. IT always knew that. In fact, I told him I 
didn’t need him to intercede for me for that purpose, because I knew 
I could get a minority interest any time I wanted. 

Mr. Kean. He explained to you how you could get back into the 
business in spite of the law / 

Mr. ArpLepaum. No, I don't think you follow me. I said he told 
me to get a minority interest, and I said to him I didn’t need any ad- 
vice or help on that score. 

Mr. Kean. You knew that already, but he told you that just the 
same ¢ 

Mr. Arppiteraum. He told me that, but I knew that already and I 
have told him so. 

Mr. DeWinp. What did you want Mr. Nunan to do for you?’ Why 
did you ask him to intercede, to do what y 

(No response. } 

Mr. DeWrnp. You had wanted to get something more from Mr. 
Nunan than that. What did you want to get from him? You 
wanted him to intercede to get you something. What was that? 
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Mr. AppLesaum. Just get a permit, a majority interest in a winery. 

Mr. DeWinp. You knew you could get the minority permit under 
the law, is that right ? 

Mr. Appiesaum. That is right. 

Mr. DeWinp. Or thought you could, at any rate ? 

Mr. Apptesaum. There was no question about that. 

Mr. DeWinp. You never tried that, but you thought you could get 
a minority interest approved ¢ 

Mr. Arriesaum. I had not tried it, but I certainly knew it. 

Mr. DeWinp. You knew that was the Alcohol Tax Unit practice, 
and you thought if you would apply for a minority interest you would 
get it? 

Mr. Apptesaum. They could not turn it down. There is no such 
thing as an application for it. You just buy a minority stock and 
notify the Alcohol Tax Unit that you bought the minority stock. 
There is nothing, no permits have to be changed for that. 

Mr. DeWinp. You evidently wanted a majority interest, and as to 
that you thought there would be a problem, is that right’ You 
thought there would be some difficulty in getting a majority interest 
approved ¢ 

Mr. Apetesaum. I knew that would be. 

Mr. DeWinp. So that is what you wanted, Mr. Nunan to intercede 
for you? 

Mr. AppLenaum. Yes, sir. 

Mr. DeWrinp. So, when Mr. Nunan came back and told you that 
you could get a minority interest, you told him you didn’t need him 
to tell you that? 

Mr. Arp.tesnaum. Yes, sir. 

Mr. DeWrnp. Did you then ask Mr. Nunan to intercede further 
and try to get you a majority interest ? 

Mr. Arptesaum. I don’t think I did. 

Mr. DeWrnp. Mr. Nunan’s advice to you was to take a minority 
interest, operate under that for a few months, and come back for a 
majority interest ¢ 

Mr. Aprptenaum. That is what he told me that they were discussing, 
that if I got a minority interest and they found no violations subse 
quently, they would go along on issuing a majority permit. 

Mr. DeWrnp. He said if you behaved yourself for a few months, 
“we can get you a majority interest approved” ¢ 

Mr. ArpLenaum. No, they had said to him that they would go 
along with him. 

Mr. DeWinp. He had interceded in your behalf. He had asked 
what could be done, and he reported to you that he had been told 
that if you behaved yourself for a few months that they would then 
go along with him and give you a majority interest ? 

Mr. Apriesaum. That is what I understand. 

Mr. Kean. Do you know who they were? 

Mr. Appiesaum. District supervisor. And I believe other officials 
were there at the time. 

Mr. Byrnes. When Mr. Nunan was representing you and making 
these intercessions, was he your attorney at that time? 

Mr. Arptesaum. No; he was Commissioner of Internal Revenue 
at that time. 
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Mr. Byrnes. I understand that, but I understand he was also carry- 
ing on a law practice at that time. 

Mr. Arpienaum. No. 

Mr. Byrnes. He was not representing you as an attorney ‘ 

Mr. Aprpitenaum. No; he has not represented me as an attorney. 

Mr. Byrnes. Did he charge you anything for the services rendered # 

Mr. Arptenaum. Oh, certainly not. 

Mr. Byrnes. Did you pay him anything? 

Mr. Arpitenaum. No, sir. 

Mr. DeWinp. In March or sometime about March 1944, Mr. Apple- 
baum, San Gabriel applied for a permit for a new winery at Canan- 
daigua. That was the winery property that you had purchased, is 
that right? 

Mr. AppLespaum. Yes, sir. 

Mr. DeWrnp. Through purchasing this winery and putting It in 
San Gabriel you wanted to get a permit for the operation of that 
winery, is that correct ? 

Mr. Apeptesaum. I don’t remember the reason for it. 

Mr. DeWinp. Was not that exactly what you wanted to do’ You 
wanted to get a permit for this winery. You eould not get it vour- 
self. But you now had a minority interest in San Gabriel, and so by 
purchasing it and putting it in San Gabriel you hoped to get a wine 
permit ? 

Mr. Arreitesacm. I don't remember that. I actually can't remember. 
You can’t put words in my mouth, because I don’t remember it. 

Mr. Di WIND. I am trying to refresh your recollection as to what 
happened, 

Mr. Arpitenaum. I don’t remember it at all. 

Mr. DeWinp. But you do remember you purchased that property 
up in Canandaigua / 

Mr. Arrtesaum. Yes, sir. 

Mr. DeWinxv. How much did you pay for it, approximately 4 

Mr. Arrtesaum. I don’t remember that. 

Mr. DeWinp. And after you purchased it, you converted it to wine 
producing purposes, and then asked for a permit in the name of 
San Gabriel. 

Mr. Arritesaum. If the records show that. then that is what it is. 

Mr. DeWrnp. The Alcohol Tax Unit office in New York recom 
mended against the issuance of that permit, did it not? 

Mr. Aprtesnaum. That is what Mr. Nunan told me. 

Mr. DeWinp. Mr. Nunan told you that ? 

Mr. Arrpiesaum. Yes, sir. 

Mr. DeWinp. How did you come to take that question up with him? 
Had you heard it was going to be denied ¢ 

Mr. Arrtenaum. No. I went to see Mr.—I don’t remember his 
name, the supervisor—Dr. Rhees. 

Mr. DeWinp. Was that before Mr. Nunan became Commissioner? 

Mr. Arpiesaum. I think it was before Mr. Nunan became Commis- 
sioner. I don’t know the time. I asked him if he would grant a 
permit if I went back into the wine business. 

Mr. DeWrnp. Did Dr. Rhees indicate to you that he would not, 
that he would recommend against the permit ? 

Mr. Apptesaum. Yes, sir. 
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Mr. Kean. Dr. Rhees was the supervisor? 

Mr. Arpitespaum. Yes, sir. 

Mr. DeWinp. That is R-h-e-e-s / 

Mr. Appiesaum. I don’t know. 

Mr. DeWrnp. So after Dr. Rhees told you he would recommend 
against your getting a permit, you then spoke to Mr. Nunan about 
it again ? 

Mr. ArprpLesauM. Not again; the first time. 

Mr. DeWinpv. That was the very first time you spoke to Mr. Nunan ¢ 

Mr. ArpLesaum. I think so. 

Mr. DeWinp. Now, you already had your minority interest in San 
Gabriel ? 

Mr. Apptesaum. No, no, no. I asked Dr. Rhees before I got the 
minority interest. I spoke to Dr. Rhees before I even spoke to 
Mr. Nunan or before the San Gabriel minority interest. That was 
before I even think that Mr. Nunan became Commissioner. 

Mr. DeWinp. So all this came along together, that you had acquired 
2 minority interest and the Canandaigua permit would be issued ¢ 

Mr. Aprptesaum. When Mr. Rhees told me that he would not go 
along on issuing a permit, I don’t know how much time elapsed since 
Mr. Nun: in became Commissioner or he was Commissioner, and then 
I decided to speak to Mr. Nunan, and subsequently to that I bought 
the minority interest. 

Mr. DeWi1np. That was in the spring of 1944, that is, March 1944, 
that you got your minority interest, and got the permit issued for 
San Gabriel for the Canandaigua winery, is that right ? 

Mr. Arptesaum. I don’t know the time, nor the year, even. 

Mr. DeWinp. The records show that in October or November of 
that year an application was made for the issuance of a further permit. 
Lo you recall that ? 

Mr. ArpLtepaum. No; I don't. 

Mr. DeWinp. Do you re all ly by that time the question came 
up as to whether you could get a permit issued with a majority in- 
terest, that you had acquired or th ta to acquire a majority interest 
in the company, and you wanted to get an additional permit ? 

Mr. Appienaum. I don’t believe that is the case. I don’t think I 
ever had a majority interest since Supreme Wine Co. Prior to that 
I don’t think I have ever had a majority interest, to the best of my 
memory. 

Mr. DeWinp. You were a partner in the concern, is that right? 

Mr. AppLesaum. Yes, sil 

Mr. DeWrnp. Did you control the management—— 

Mr. AppPLeBAUM. Wait a minute. Excuse me. 

(Witness consults with counsel.) 

Mr. Arptenaum. I am told if it was a corporation I had a minority 
interest. If it was a partnership I had a minority interest in the 
partnership. 

Mr. DeWinp. You do not recall that in November of 1944 a ques- 
tion came up of your getting another permit, or the company getting 
another permit with you in effective control of the company ! 

Mr. Appiesaum. I don’t remember it, and I don’t believe it ever 
came up. 

Mr. DeWinp. The records indicate that it did. The question that 
came up in November was whether you could get an additional permit 
with you having control. 
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Mr. Arretesaum. With control? I don’t remember if it did. 

Mr. DeWinp. The records also show, and the committee has had 
testimony, that a permit was issued to you at the direction of Com 
missioner Nunan and over his personal signature, that is, the decision 
to grant you one, and the permit was made. 

Mr. Areptesaum. With control ? 

Mr. DeWrnp. Yes: with control. 

Mr. Arpiesaum. I don’t think that is so. 

Mr. DeWrnp. Do you not recall at that time a question coming u; 
about control ? 

Mr. Aprtenaum. No; I don’t, and I don’t think I have had contro! 

Mr. DeWinp. Do you recall any question about whether or not you 
had control? 

Mr. Arptesaum. I don’t recall any question, and I am pretty sure 
thet I haven't had control of any wine business prior to Supreme 
Wine Co., which, incidentally, was in 1949. 

Mr. DeWinv. Did you know that in the spring of 1944, when you 
got the Canandaigua permit, when you had the minority interest, 
it was issued to you over the objection of Dr. Rhees ? 

Mr. Aprteraum. I didn’t know whether it was issued against his 
wishesor not. I did not need anybody to issue a permit for a minority 
interest. 

Mr. DeWrnp. In fact, you intended to and did gain control of the 
company. You became a partner in the company, did you not? 

Mr. Appiesaum. I don’t remember ever having control of the wine 


business. 
Mr. DeWinp. Did you have the active management of the company 


in your hands? 

Mr. Arptesaum. No, sir. 

Mr. DeWinp. Who acted as the manager of the company / 

Mr. Arrtesaum. I had another fellow with me, Mr. Fisher. 

Mr. DeWinp. Mr. who? 

Mr. Aprtesaum. Mr. Fisher. 

Mr. DeWinp. Was he an expert in the wine business? 

Mr. Arptenaum. I don’t know whether he was an expert, but h 
was in the wine business. 

Mr. DeWinp. He managed the company for you? 

Mr. Aprtenaum. We both managed it. 

Mr. DeWinp. You both managed it? 

Mr. Apptesaum. Yes, sir. 

Mr. DeWrnp. What investment did he have in the company? 

Mr. Apptenaum. I don’t know. I don’t remember. 

Mr. DeWrnp. Did he have an investment? Was he a partner? 

Mr. Aretenaum. He certainly did. 

Mr. DeWrnp. Did you not put up most of the money for the busi- 
ness ¢ 

Mr. Arriesaum. I don’t think so. 

Mr. DeWtnp. You don’t think so? 

Mr. Arpternaum. I don’t think so. I am reminded by my counsel, 
who took care of those things, that at no time did I put up more mone) 
than he did, because we were equal partners. 

Mr. DeWrnp. Did you have any discussion with Mr. Nunan about 
theissuance of the second permit in November of 1944? 

Mr. Arriernaum. I have no recollection, and I don’t think I did. 
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Mr. DeWrnp. Did you continue to see Mr. Nunan frequently after 
the March 1944 permit had been issued ? 

Mr. Apptesaum. I don’t know whether it was frequent, but I have 
seen him occasionally. 

Mr. DeWrnp. At that time, back in 1944, did you see him often ? 

Mr. Aprptepaum. I don’t remember. 

Mr. Byrnes. Where would you see him? Would you see him here 
in Washington ? 

Mr. AprpLenaum. No; I don’t think I have seen him more than once 
or twice in Washington. 

Mr. Byrnes. Did you see him in New York? 

Mr. AprLesaum. I would see him sometimes at an affair. 

Mr. Byrnes. Where? 

Mr. AprtesAum. At an affair. 

Mr. Byrnes. Like what? 

Mr. Aprptesaum. At dinners of some kind. 

Mr. Byrnes. You mean that was the extent of your seeing him, at 
dinners and affairs / 

Mr. Aprtesaum. I have run into him occasionally at a hotel. I 
lived at the Waldorf and he frequented the Waldorf very often, and 
I would usually see him. 

Mr. Byrnes. Did you visit about your problems in the wine busi- 


ness ¢ 


Mr. ArpLesaum. No, sir. 

Mr. Byrnes. Never did ? 

Mr. Aprriesaum. I don’t believe he ever did. 

Mr. Byrnes. He never asked you how you were making out ? 

Mr. Arpienaum. I don’t think he ever did. I don’t remember. 

Mr. Byrnes. He never asked you whether you got your permit sit- 
uation straightened out ? 

Mr. AppLesaum. I don’t remember whether he did or not. 

Mr. Byrnes. That was a matter of considerable concern to you all 
during that period ? 

Mr. Arpptesaum. No; it wasnot. That was not much—— 

Mr. Brrnes. You were applying for permits during that period, 
were you not? 

Mr. AprLesauM. We never applied, as far as I can remember, for 
any permits that I have gotten majority interest. Unless I did, I am 
sure I did not need any help from anybody. 

Mr. Byrnes. You were not concerned then at all about permits dur- 
ing this period ? 

Mr. Appienaum. No; I was not. I don’t think I cared very much 
after that whether I had majority or not. 

Mr. Byrnes. I am not talking about whether you had majority 
or not; I am talking about permits, whether they were minority or 
majority or what they were. 

Mr. Appiesaum. I had several permits. 

Mr. Byrnes. Surely your company was applying for permits during 
this period. 

Mr. AprLesaum. Yes, sir. 

Mr. Byrnes. You were interested in that company. 

Mr. AppLepaum. Yes, sir. 

Mr. Byrnes. And there were some difficulties in connection with 
those permits, were there not ? 





3640 INTERNAL REVENUE INVESTIGATION 


Mr. Aprpiesaum. Not as far as I know. 

Mr. Byrnes. They did not go through as a matter of routine ? 

Mr. Apptesaum. As far as I know they did. 

Mr. Byrnes. You never discussed with Mr. Nunan during that 
period any problems of permit? 

Mr. Apptesaum. I could not say definitely, but I don’t remember 
any conversations with him. 

Mr. Byrnes. Your meetings with him were purely social ? 

Mr. AppitesauM. As far as I can say, purely social. 

Mr. Byrnes. Were any of them by appointment ¢ 

Mr. ArpLesaum. I don’t believe so. 

Mr. Byrnes. Always just coincidence that you would run into 
him ? 

Mr. AppLespaum. Yes, sir. 

Mr. DeWrnp. In the spring of 1944, when you got the first Can- 
andaigua permit, did Mr. Nunan tell you he had to overrule the field 
people and the Washington people, his subordinates, to get you that 
permit ? 

Mr. Arpiesaum. I never knew he ever overruled anybody. 

Mr. DeWtnp. He never told you that? 

Mr. AppLtesaum. I never thought he did. He never told me, and 
I am sure he didn’t. 

Mr. DeWrnp. You have a pretty good idea that Dr. Rhees did not 
have anything to do with it? 

Mr. Aprrtenaum. He told me personally, and Dr. Rhees told me, 
he would not go along with him. 

Mr. DeWinp. Did he tell you anybody else would not go along with 
him ? 

Mr. Arrptesaum. If he did, I don’t remember. It may have been 
somebody else. I don’t remember. 

Mr. DeWinpv. The record shows the testimony before this committee 
was that it was at his direction or against the recommendations of the 
people in Washington, and particularly Mr. Kennedy, that the permit 
was issued; that he overruled Mr. Kennedy and Dr. Rhees, and di 
rected that the permit be issued. 

Mr. Arritenaum. I don’t know why you are harping on the same 
thing. He has never given me the majority interest in any permit. 

Mr. DeWrnp. I am talking about the spring of 1944. 

Mr. ArrLtenaum. There was no necessity of overruling anybody. 
You have harped on me a half dozen times. He never did anything 
for me. 

Mr. Weeman. I think perhaps I ought to clarify this. It did not 
make any difference. Dr. Rhees, Mr. Kennedy, or Commissioner 
Nunan, under the law, could not have stopped Mr. Applebaum from 
owning a minority interest in a company that had a permit. No 
matter what they wanted to do, no matter how antagonistic they 
were, they could not prevent it under the law. 

Mr. DeWrnp. I am not sure you understand my question. This 
was the new permit on the Canandaigua property, and the position 
was taken by the supervisor in New York that you should not get a 
new permit for that. , 

Mr. Wreeman. Mr. DeWind, as a lawyer you know that if Mr. 
Fisher held permits and applied for a new permit, the Alcohol Tax 
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Unit could not possibly refuse it to him. The courts would overrule 
them. 

Mr. DeWrnp. I don’t want to get into a legal discussion with you 
about it. I am saying that the record shows that the supervisor in 
New York recommended against the permit, the people in Washing- 
ton recommended against it being approved, and Mr. Nunan directed 
that it be reversed. 

Mr. Weeman. They did not know a legal thing when they were 
proposing an illegal thing, that is all. 

Mr. AppLepaum. May I clarify this? 

Mr. DeWtnp. I would be very glad to have you clarify it. 

Mr. Arptesaum. Mr. Nunan, although he probably thinks he di- 
rected a permit be issued, never did anything for me. There was no 
favor ever attached to that. 

Mr. DeWinpb. Mr. Applebaum, it was not what Mr. Nunan thought 
he did; it was what Mr. Kennedy testified in our public hearings in 
New York. It was what was testified to by Dr. Rhees. 

Mr. Arrctesaum. I could have had the same permits and the same 
places at the same time without Mr. Nunan ever directing the issuance 
of a permit. 

Mr. DeWinp. That, apparently, is your view. 

Mr. ArrLenaumM. No, it is not my view. It would be yours if I 
could explain it. 

Mr. DeWinp. You understand you were not buying a minority in 
an existing permit. You got your minority interest because you 
wanted a new permit. 

Mr. Apptesaum. If that was gotten, I could have had Mr. Fisher 
or any company get a license, and buy a minority interest, so I did 
not need Mr. Nunan or anybody else to help me. 

Mr. DeWtinp. You are perfectly aware of the fact, are you not, 
that, when an original permit is applied for, the Alcohol Tax Unit 
may and does decline to issue permits if they consider any of the 
persons, including minority interests, are undesirable and will not 
perform in accordance with the law? 

Mr. Apptesaum. Yes, sir. 

Mr. DeWtinp. You were getting a new permit in Canandaigua ¢ 

Mr. AppLtesaum. Yes; but Mr. Fisher, who I wanted to go in part- 
ners with, could have obtained the permit by himself. 

Mr. DeWinp. With the understanding that you would get an in- 
terest ? 

Mr. Arriesaum. He could have done it if I wanted. I could have 
been a minority interest. So if he did it as a favor I couldn’t con- 
sider it as a favor. 

Mr. DeWinp. Then the permit would have been revoked for failure 
to dispose of the undesirable party’s interest ? 

Mr. Arptesaum. No; it could not. 

Mr. DeWinp. In any event, what I am getting down to is simply a 
factual question: Did Mr. Nunan tell you that he had overruled 
either Washington people or field people and directed the issuance of 
your permit! 

Mr. Arptesaum. I don’t remember that he ever told it to me until 
probably last September or October when I saw him. 

Mr. DeWinp. What did he tell you about it then? 
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Mr. Arptesaum. That he overruled either Dr. Rhees or somebody. 
I says, “You never had to overrule anybody. You never did anything 
for me.” 

Chairman Kring. May I interrupt there, Mr. Counsel, inasmuch as I 
am a little confused. 

Mr. Applebaum, in the event, as you state, you did not need the 
assistance of Mr. Nunan, or anyone else, on this point that you men- 
tion, and you purchased the winery or this new enterprise, and you 
later purchased a minority interest, or a majority interest, for that 
matter, would that not, if it were known to the proper authorities, 
invalidate that permit? 

Mr. Aprtesaum. I think majority would. I don’t think minority. 

Chairman Kine. Then would it not have been a rather hazardous 
matter for you to have taken that alternative / 

Mr. Weeman. May I straighten it out, Mr. King? 

Chairman Krxe. Yes. 

Mr. Wreman. Mr. Applebaum went to Mr. Nunan originally in 
March 1944 because at that time he wanted to get a permit in a winery 
in which he would own majority control. He asked Mr. Nunan’s help 
on that. Mr. Nunan was unable to give that help. Mr. Nunan told 
him that the supervisor in New York, and the others, would not go 
along on the idea of issuing the permit to a company in which Mr. 
Applebaum had majority control. Therefore, he suggested that Mr. 
Applebaum take a minority interest in the company, and, if after 6 
months or so the operations were satisfactory, Dr. Rhees had said 
he would go along on letting Mr. Applebaum acquire majority con- 
trol. There is a great distinction. Where a person acquires a ma 
jority interest in a business which operates under permit, the permis 
sion of the Alcohol Tax Unit is required to be obtained. Where a 
person acquires a minority interest only, the law does not require any 
permission from the Alcohol Tax Unit. It requires merely that the 
purchase of the interest be reported. 

Now, in that respect it is different from the New York State law 
in the operations of the New York State Liquor Authority, where 
permission is required on the transfer of a minority. Under the Fed 
eral provisions, that permission is not required. So what Mr. Apple- 
baum said to Mr. Nunan at that time, when Mr. Nunan made this 
suggestion, he said, “I didn’t need you to tell me that. I knew all 
the time that I could always acquire a minority interest. What I 
asked you for was for permission to obtain a majority interest.” And 
Mr. Nunan said because of the opposition of Dr. Rhees and others 
he could not give Mr. Applebaum permission to obtain majority 
control. 

Therefore, Mr. Applebaum acquired a minority interest, and never 
after that did he ever ask for majority control, so that he never 
had occasion to ask anything further of Mr. Nunan. So the con- 
fusion exists as between the original request he made before he ac- 
quired any interest and as to what happened after he acquired his 
first interest. 

Mr. DeWrnp. I think that ignores the point we are talking about. 
This was an application for a permit at Canandaigua, and it was 
necessary to get that permit at Canandaigua. You could not pro- 
duce wine at Canandaigua without the permit. It was not a question 
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of minority interest or majority interest. You had to get a new 
permit. 

Mr. Weeman. I understand, but what you are forgetting—— 

Mr. DeWrnp. I am trying to get across the point in answer to what 
you said. You said there was no question of anything being granted 
here, but you did have to get a new permit. 

Mr. Wireman. But what you are overlooking is that there were the 
operations of two independent minds here. Mr. Nunan, when the 
question came up on the Canandaigua permit, Mr. © tcomeng undoubtedly 
felt that he was helping Mr. Applebaum. Mr. Nunan according to 
the record apparently directed that it be issued. But what you are 
forgetting is that Mr. Applebaum never had asked him to do that, 
never went to him for it, because Mr. Applebaum did not believe 
that he needed Mr. Nunan’s help in any respect in that connection. 
You say he did need it. But the point is that at that time Mr. Apple- 
baum didn’t believe he needed it, and didn’t go to him. There is where 
the difference comes in. 

Mr. DeWinp. Mr. Applebaum, isn’t it perfectly clear that you 
wanted to get back in the wine business # 

Mr. ArpLenaum. Yes. 

Mr. DeWinv. The first step was that Mr. Nunan got to New York, 
got you to the Alcohol Tax Unit office, had a conference, and then 
reported back to you, “I can’t get you a majority interest”? 

Mr. AppLesaum. Yes. 

Mr. DeWinpv. You had to get a permit up in Canandaigua for the 
winery you bought up there. That was a new permit, not an old 
permit. 

Mr. AppLesauM. Can you tell me please how soon after we applied 
for another permit, after ] got the minol ity interest ? 

Mr. DeWrnp. At the same time. That was the whole purpose, 
to get the Canandaigua permit. 

Mr. ArpLesaum. It was at the same time? 

Mr. DeWinp. It was at the same time, yes. It was right in that 
transaction that you had to have that new permit, and it was as 
to that permit that the Aleohol Tax Unit said, “We recommend 
against giving the new permit because of Mr. Applebaum’s associa 
tion with the company, and in view of his past record of violations.” 
It was that position that Mr. Nunan overruled on your behalf. is that 
clear ? 

Mr. Aprtesaum. I understand you. They never turned us down 
on that new permit. 

Mr. DeWinpb. They did turn you down on the new permit all the 
way up to Mr. Nunan who reversed it. 

Mr. Apptesaum. This specific application was not turned down 
after I purchased a minority interest in San Gabriel, and when we 
filed our application I did not at that time ask for any help. I 
assumed if they went along on the minority interest I didn’t need 
anybody’s help. 

Mr. Keoeu. Mr. Chairman, may I ask Mr. Applebaum a question ¢ 

Chairman Kine. Mr. Keogh. 

Mr. Kroeu. Did the State liquor authority issue its licenses to 
the ¢ ye on which you were a minority interest in the permit 4 

Mr. Appiesaum. Yes, sir. 

Mr. Weeman. And without any question whatever. 
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Mr. DeWrnp. The applications for this Federal permit that you 
made, Mr. Nunan did not tell you that Dr. Rhees recommended against 
issuing that, that is, the Canandaigua permit ¢ 

Mr. Arpiesaum. I don’t remember it, but I don’t think he did. I 
don’t know if he did. IT didn’t think anything was ever done for me, 
and I never knew that Mr. Nunan directed anybody to issue a permit 
because if I had known, I would have never even wanted him to direct 
anything, because it was a favor that I did not need, if it is considered 
one. 

Mr. DeWinp. If you had been able to get your majority permit, you 
would have been delighted to accept that? 

Mr. Arpiesaum. I would be pretty happy if I was able to get a 
majority interest. 

Mr. DeWinp. You were not opposed to favors, you just did not 
think that was particularly much of a favor? 

Mr. AvpiesaumM. To me it was no favor, not even a little one. It 
was no favor at all. I was very appreciative that he interceded for 
me. I willsay that much. Extremely. 

Mr. DeWinp. What you failed to appreciate was that, even though 
you could not get a majority interest, when you asked for the new 
permit the Bureau was taking the position right up to Mr. Nunan 
that you could not have the new permit because of your interest, 


majority or minority. 
Mr. Arriesaum. I didn’t even know that. I didn’t know they were 
contemplating turning it down. I didn’t know that Mr. Nunan ordered 


the issuance of the permit. 

Chairman Kine. Let us let it fo at that, Mr. Applebaum. Some 
of the greatest favors that are done for pr ople are often done unknow- 
ingly. You are making the record now reflect that Mr. Nunan per 
formed a very unusual favor for you that you did not need and did 
not ask him to perform. That is what you are making the record 
look like. 

Mr. Arrpitenaum. I don't think he did mea favor. Uf it was a favor, 
I would want to appreciate it. It was no favor. He probably thought 
it was. 

Chairman Kine. He must have thought— 

Mr. Appiesaum. He must have thought so, but it was no favor. 

Mr. Byrnes. When did you first learn that Mr. Nunan had inter 
ceded and had overruled people below him as far as this application 
for a permit is concerned ? 

Mr. Aprrtenaum. I have learned that this last September. 

Mr. Byrnes. What was the oceasion / 

Mr. Arptesaum. I don’t remember whether my attorney told me 
or Mr. Nunan told me, but someone told me that 1s what he testified, 
that he directed the Bureau to issue the permit. I says I think Mr. 
Nunan is wrong. I don’t think he has ever directed them because it 
was never necessary. I argued the point all along, and I argued the 
point with Mr. Nunan after when I saw him. I think you testified 
something that was not so, and T am stil! under that impression. 

Mr. DeWinp. Mr. Applebaum, you bought the plant up at Canan- 
daigua, did you not, voursel f ? 

Mr. AppLesaum. Yes, sir. 

Mr. DeWinp. You owned it? 

Mr. Appiesium. Yes, sir. 
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Mr. DeWinp. You leased it to San Gabriel, is that right / 

Mr. App.esnaum. I don’t remember the details of it. 

Mr. DeW Np. That is how you worked it. You owned the plant, 
but in order to get it in operation you had to lease it to San Gabriel 
in which you had a 48-percent interest, so San Gabriel could get a 
permit. 

Mr. APPLEBAUM. If that isthe record, that is what it Is. 

Mr. DeWinp. It was your winery. 

Mr. AppLtesaum. | don’t remember. If that is the record, then 
mist be so. 

Mr. Di WIND. That is the record. 

Mr. Arprpiesaum. ‘The t must be so. 

Mr. DeWrnpb. Then you are using a winery that you own for which 
you could not get a permit, you go on owning the wi ery, you lease 
it to San Gabriel, you get a tS-percent interest In San Gabriel, and 
then they vet the license over the objection of the Aleohol Tax Unit 
people who said it was an evasion. 

Mr. AprLepaum. I gave up. 

Mr. Wreeman. Mr. Applebaum never knew there was any objection. 
That is the whole po nt of tt. That Is where the confusion comes 
in right now. What you fail to take into account in your questioning 
is that Mr. Applebaum never knew there was objection. 

Mr. DeWinp. I asked Mr. Applebaum if Mr. Nunan ever told him 
about the extent of the favor he had done. 

Mr. Weeman. Only this past September. 

Mr. Aprienaum. I don't think he told me. I think I have heard it 
ind discussed it with him. I still think he didn’t do it, because there 
was no necessity. ‘| he record shows, but ] never thought he did it. 


Mr. DeWinp. Then in November 1944, when you were a partner 
in the company, ther it anh additional permit issued, Do you 


/ 


remember that 

Mr. AppLenaum. No: I don't. 

Mr. DeWtInp. There again the record shows that was objected to 
and Mr. Nunan directed it be issued and signed the order directing 
the issuance of the permit to you. The record is clear on that. 

Mr. Apptenaum. To me personally, as the majority ¢ 

Mr. DeWrnp. To the firm that you were in at that time. 

Mr. Appiesaum. If he did that, again I don’t remember it. 

Mr. DeWinb. That second permit was in the name of Canandaigua 
Wine Industries: do you remember that company ¢ 

Mr. Arrtesaum. I know the names, but I can’t follow the sequence. 

Mr. Weoeman. Are you talking about two different companies ? 

Mr. Arrctesaum. I am talking about the permit in November 1944 
that was issued to Canandaigua Industries. 

Mr. Weeman. You said Canandaigua Wine Industries. 

Mr. DeWinp. No, Canandaigua Industries. That permit, too, was 
recommended against by the held people and issued for you ut Mr. 
Nunan’s personal direction. Did you discuss that with Mr. Nunan? 

Mr. APPLEBAUM. | didn’t know they turned it down and I never 
discussed it with Mr. Nunan. 

Mr. DeWinp. And Mr. Nunan just did that favor for you and never 
mentioned it / 

Mr. APPLEBAUM. If he al d that. he did it the same as he cid the 
other one. 
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Mr. DeWinp. When did you first discuss having Mr. Olson come 
into your business with you? 

Mr. AppLesaum. I don’t remember. 

Mr. DeWinp. Mr. Olson was assistant collector in Brooklyn, was 
he not, at that time? 

Mr. Arp.tesaum. I believe so. 

Mr. DeWinpb. Mr. Olson resigned just at the end of 1944 or early 
1945 as assistant collector and joined your firm, the C anandaigua 
Company. How long before that had you discussed it with him ? 

Mr. Apptesaum. I don’t know. I don’t remember when. 

Mr. DeWinp. Did you discuss it with him prior to the issuance of 
the November 1944 permit ¢ 

Mr. Aretesaum. I don’t know. I don’t remember when I discussed 
it with him. 

Mr. DeWinp. How did you take it up with Mr. Olson that you 
wanted him to join your business ¢ 

Mr. Aprcepaum. I don’t know whether I spoke to him or he spoke 
to me about it. I probably said if he wanted to come along with me, 
he is always welcome. 

Mr. DeWinv. That was your position—— 

Mr. Wreeman. May I refresh his recollection on this, because I 
happen to recall something about it at the time. 

Mr. DeWinp. | suggest that you consult with him off the record. 

Mr. Weeman. Yes. 

(Witness consulted his counsel. ) 

Mr. Weeman. Mr. DeWind, I am afraid I have not been able to 
refresh his recollection. I remember it, but he doesn’t. 

Mr. Byrnes. Can you not tell us how you came to employ Mr. 


Olson? ‘Tell us in your own words how did you do it? How did it 


all come about ¢ 

Mr. Arptessum. That is what I was trying to discuss with my 
attorney, and I really don’t remember. 

Mr. Byrnes. You just can not remember one thing about how you 
happened to employ him ? 

Mr. Arptenaum. I can’t remember whether I approached him or 
he approached me. 

Mr. Byrnes. Can you remember any other details? 

(No response. ) 

Mr. Byrnes. You mean you do not know anything about how you 
came to employ him ¢ 

Mr. Apptesaum. I don’t remember the details. 

Mr. Byrnes. What do you know about that other than the fact 
you did employ him? You did employ him, did you not? 

Mr. ArpLesaum. Yes, sir. 

Mr. Byrnes. What else did you know about him ? 

Mr. Arrtenaum. That he ran an efficient office. 

Mr. Byrnes. Do you know what he was employed to do? 

Mr. Arpiesaum. He did very valuable service as far as I was 
concerned. 

Mr. Byrnes. In the first instance, what did you employ him to do? 
W ™ at were his duties supposed to be? How much were you going to 
pay him? Just a us In your own way what the proposition was, 
a why you made i 
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Mr. Arptesaum. As far as the salary, I didn’t remember, but the 
attorney just refreshed my memory what the salary was. He was 
supposed to get $500 per week. His duties were all-around, primarily 
taking care of the Alcohol Tax Unit, who I have already stated has 
persecuted us, and when Mr. Olson came along with us, there was 
one occasion that the Government had detained a certain amount 
of wine, claiming that there was caramel coloring in the wine. They 
also detained a quantity of sugar, claiming that the sugar content 
was below the standards that the Alcohol Tax Unit permits. Mr. 
Olson and I went down to see Dr. Rhees. Mr. Olson had a little 
argument with Dr. Rhees, and he said, “I don’t think you will be 
persecuted as long as | am with you.” 

Mr. Byrnes. He was your employee at this time / 

Mr. ArpLesnaum. Yes, sir. 

Mr. Byrnes. And was Mr. Olson an attorney / 

Mr. Apptesaum. May I finish ? 

Mr. Byrnes. Go ahead. Yes, surely. 

Mr. Apptepaum. At that time someone approached me, and I don’t 
remember who, and said, “Why do you make such a fuss about it/ 
Why don’t you plead guilty about it, and we will give you a little 
assessment /” It was somebody in the Alcohol Tax Unit. I said, 
“IT will never admit anything. We never put anything into the wine. 
We have receipts from the Government on the sugar that it was not 
only 96 percent, it was 98 percent on the dry basis, and we were 
permitted to use 96 percent. They were Government certificates that 
we had.” Mr. Olson raised a commotion. When we left. we sub 
sequently, whether it was a day or two or three, | don’t remember, 
finally got another letter from the Alcohol Tax Unit that they re- 
examined the wine and found no coloring, and they reexamined the 
sugar and the sugar was satisfactory. My contention is, gentlemen, 
as long as I was in business there was not probably a day passed that 
I was not annoyed. I think if I did not have Mr. Olson I would 
still be in that same trouble this very minute. 

Mr. Byrnes. Was Mr. Olson an attorney / 

Mr. ApepLtepaum. Not as far as I know. 

Mr. Byrnes. When you employed him, he had not had any experi 
ence working with the Aleohol Tax Unit, had he / 

Mr. Apetesaum. He had Government experience. 

Mr. Byrnes. But he worked in the collector’s office, did he ? 

Mr. ArpLenaum. Yes, sir. 

Mr. Byrkes. As assistant collector / 

Mr. ArpLesaum. Yes, sir. 

Mr. Byrnes. But he had not any particular experience, had he, as 
far as the administration of the Alcohol Tax Unit laws and regu 
lations are concerned / ; 

Mr. AprpteBaum. Yes, but he knew a lot of people in the Alcohol 
Tax Unit, and they couldn’t push him around like they pushed me 
around. 

Mr. Byrnes. You mean tosay he knew people / 

Mr. Aprtesaum. I assumed he knew people in the Alcohol Tax 
Unit and he wouldn't be pushed around like they pushed me around. 

Mr. Byrnes. I am trying to find out what he knew. 

Mr. Arpiesaum. I will tell you another instance of what happened 
to me before Mr. Olson came in. 
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Mr. Byrnes. I will be glad to get that, but first I would like to 
follow this line of questioning. 

In 1944 when you hired Mr. Olson, to what extent was he familiar 
with the regulations of the Alcohol Tax Unit, do you know? 

Mr. ArpLesaum. Pardon me? 

Mr. Byrnes. In 1944 when you hired Mr. Olson, to what extent was 
he acquainted with the regulations and the laws as they related to the 
Alcohol Tax Unit? 

Mr. Arpternaum. I don’t know what he knew about it, and I didn’t 
care, as long as he took care—it was 1945, the attorney tells me. It 
was not 1944. 

Mr. Byrnes. When you hired him? 

Mr. Arrtesaum. I didn’t care whether he knew it or didn’t know it. 
I knew one thing, if I had trouble with the Alcohol Tax Unit it was 
his department to straighten it out, and he did, and he did a marvelous 
job. 

Mr. Byrnes. He was not hired, then, as an expert as far as the 
regulations of the Aleohol Tax Unit were concerned or as far as the 
laws covering your operations are concerned, was he? 

Mr. ArrpLesaum. No. He was hired for an all-around man. We 
were making quite a bit of money, and it didn’t make any difference 
to us how much money he was drawing. We were looking forward 
that he took care of the departments that were hounding us to death. 

Mr. Byrnes. How was he supposed to take care of them? 

Mr. Arptenacm. How? 

Mr. Byrnes. Yes. 

Mr. Arrtesaum. That I would not be persecuted like I just 
explained. 

Mr. Byrnes. How do you go about doing it, or how did he? 

Mr. Aprptesaum. He went up to Dr. Rhees, and says he does not 
intend to be persecuted. There was nothing done tothe wine. There 
was no coloring added, and the sugar was pure. 

Mr. Byrnes. You could tell the doctor that you did not intend to be 
persecuted. 

Mr. Aprptesaum. I did tell him. I told him in no uncertain words. 

Mr. Byrnes. But you were not as effective as Mr. Olson in telling 
him ? 

Mr. Arriesaum. In fact, I think somebody said to me, “We will 
put you out of business if we have to tax you out of business.” 

Mr. Byrnes. Who said that? 

Mr. AprLesaum. Somebody in the office; I don’t remember who. 

Mr. Byrnes. Mr. Olson took care of it so they did not make those 
threats? 

Mr. Aprretesaum. That is right. 

Mr. Byrnes. How did he go about taking care of it? 

Mr. ApreLesaum. I don’t know how he went about it. That was his 
department. He took care of it. But I do know they released the 
wine and they released the sugar. 

Mr. Kean. Mr. Appleoaum, you testified that you paid Mr. Olson 
this $26,000 a year because he knew people. 

Mr. Arrtenaum. No, I did not say that. 

Mr. Kean. That is what you did say. 

Mr. Arr.tesaum. If I said it, I didn’t mean it that way. I said he 
knew his way around and he was able to take care of Government 
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matters for us. I didn’t say about knowing people. I know he knew 
a lot of people. 

Mr. Kean. But because he knew his way around and not because 
he knew people? 

Mr. Apr_tesaum. He knew how to handle people, how to handle the 
Alcohol Tax Unit, and it has been proven by this situation. 

Mr. Kean. I am interested in a man that said he would put you out 
of business “if we have to tax you out of business.” 

Mr. ArpLtesaum. I don’t remember the name, but I will take a 
million oaths that it was said to me. 

Mr. Kean. Do you not think that was a rather unusual statement 
to have somebody make to you? 

Mr. Arptesaum. There was nothing unusual what came to Geffen 
Industries. One agent once came along and examined our place, and 
I was supposed to come to Washington to get a label approval, and I 
asked him if he was coming back the next day, and if he was, I wasn’t 
going to Washington. He said, “I will not come back tomorrow, I 
will come back the following day.” I went to Washington. When I 
came back I understand he came to the office and wrecked the office, 
drawers and every darn thing in the place. That is the treatment 
we have been getting from the Alcohol Tax Unit. 

Mr. Kean. Did the Alcohol Tax Unit behave that way to every- 
body, or did they just pick you out? 

Mr. Aprptesaum. As far as I am concerned, they singled us out. 
Why. I couldn’t tell you. In fact, there was a time I thought there was 
anti-Semitism involved there. 1 don’t know, but it seemed that way 
to me. 

Mr. Kean. That would be true, would it not, of a lot of people? A 
lot of people of your faith were in the wine business ¢ 

Mr. Arrtesaum. They weren’t as big. 

Mr. Kean. Was this after they had turned you down? You think 
that the reason they were trying to wreck you was because somebody 
at the top had overridden them, and that made them mad, or was it 
before that ? 

Mr. Aprtesaum. That was all before. That was constantly. We 
were hounded constantly. 

Mr. Kean. You think you were hounded differently than other 
people were? 

Mr. Arpritesaum. Oh, a thousand percent differently. We didn’t 
have a day that we didn’t have assessments, and they assessed us for 
things that you were as guilty as we were. 

Mr. Kean. It seems to me if that is the way the Alcohol Tax Unit 
works, we certainly better look into it very carefully. 

Mr. Arrptesaum. You would be surprised how they worked at that 
time. 

Mr. Curtis. Mr. Chairman, in reference to this $25,000 rate of pay 
for Mr. Olson, did you pay him any expense money in addition to that ? 

Mr. Arrtesaum. I don’t remember, but if there was expense money 
he was welcome to have it. 1 couldn’t say whether he got it or how 
much he got if he did get it. 

Mr. Curtis. You do not know whether there was any expense in- 
curred in getting these people off your back by Mr. Olson? 

Mr. Arrtesaum. I am pretty sure that he didn’t pay anybody to get 
them off my back. 
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Mr. Curtis. You do not think he paid anybody? 

Mr. Arptesaum. I am pretty sure he didn’t. I don’t think he had 
to pay anybody for anything, because we didn’t do anything wrong, 
especially when I went back in the wine business. I assure you gentle- 
men we were more careful than anybody else, and I am trying to show 
you that is a matter of record right in the ATU how they were hound 
ing us after. But they have not hounded us after Mr. Olson came in 

Mr. Curtis. You do not know that you gave him any expense money, 
or any money to reimburse him for any money out in addition to his 
salary ¢ 

Mr. Arptesacum. I don’t know, but if he had expenses, he could have 
whatever the expense was. 

Mr. Curtis. You would know whether you paid him something 
more, would you not? 

Mr. Apptesaum. No; I wouldn’t know. It didn’t make much dif- 
ference to me. We were making a lot of money at the time, so | 
wouldn’t question that. 

Mr. Curtis. How would you pay him his $500 a week? 

Mr. Arritesaum. I wouldn’t know that. 

Mr. Curtis. Do you know whether you paid him by check ? 

Mr. Arrtenaum. We paid all the employees by cash. Maybe, 
because it was a big amount, maybe they paid him by check, but | 
don’t know. 

Mr. Curtis. You did pay a lot of your employees by cash ? 

Mr. Apptesaum. The employees were paid by cash. 

Mr. Curtis. How did you handle their withholding tax? 

Mr. Arriesaum. That is the accountant’s or bookkeeper’s worry. 
I don’t know. 

Mr. Curtis. Was a withholding tax withheld on the $500 a week 
for Mr. Olson? 

Mr. Aprtesaum. Pardon me? 

Mr. Curtis. Was the withholding tax paid on this $500 a week for 
Mr. Olson ? 

Mr. Arrtenaum. I wouldn't know. 

Mr. Curris. Was the social-security tax paid on it? 

Mr. Arrpitesnaum. I wouldn't know, but if we were supposed to | 
am pretty sure we did, but I am not prepared to say. 

Mr. Curtis. Was the entire amount treated as salary by Mr. Olson, 
or was part of it expense ? 

Mr. Arrirsaum. I don’t know. I don’t know, I don’t know. 

Mr. Curtis. That is all. 

Mr. Byrnes. Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. You are having all this trouble with the Alcohol! 
Tax Unit. They were around your back all the time, is that right! 

Mr. Arrtesaum. In front of me, too, back and front. 

Mr. Byrnes. So you decided you had to do something about it, 
that right ? 

Mr. Arritenaum. I didn’t decide. There was an opportunity, | 
believe. 

Mr. Byrnes. What was the opportunity ? 

Mr. Aretesaum. That Mr. Olson was able to come along with me. 

Mr. Byrnes. How did you learn about that opportunity ? 
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Mr. Aprtesaum. As I said, whether he asked me he would like to 
come along or whether I asked him, I don’t remember. 

Mr. Byrnes. You do not remember? 

Mr. Arrtesaum. No; I really, sincerely don’t remember. 

Mr. Byrnes. You had some pretty serious problems there, did you 
not ¢ 

Mr. Arptesaum. Did I have 

Mr. Byrnes. With the Alcohol Tax Unit. They were on your 
back and in front of you and behind you, and it was a pretty serious 
situation ¢ 

Mr. Apriesaum. Sure. 

Mr. Byrnes. I cannot understand, if that was the case, I cannot 
understand how you cannot remember anything about what you did 
to find a man to take them off your back. 

Mr. Arptenaum. I don’t remember details anyway, and that is 
details. Whether I asked him to come along, or whether he asked me, 
he came along with me and I was happy. 

Mr. Byrnes. You hired him yourself, did you not? It was not 
assigned to somebody else to find a man? 

Mr. Apptenaum. Yes, sir. 

Mr. Byrnes. You did that? 

Mr. Aprtesaum. Yes, sir. 

Mr. Byrnes. And yet you do not remember anything how you hap- 
pened to hit on Mr. Olson? 

Mr. Arptesaum. No. I used to see him. I don’t remember very 
accurately whether he told that to me or whether he said it subse- 
quently, that he was dissatisfied with his job, that he expected to get 
the collectorship, and he did not, and he would like to make a change. 
I don’t remember whether he told me, now, but it could have been him 
or it could have been somebody else. I don’t know. 

Mr. Byrnes. When you talked to him about these problems that 
you had with the Alcohol Tax Unit, did he tell you that he knew 
some of the people, that he thought he could be of help to you? 

Mr. Aprtesaum. I don’t even remember speaking to him about 
the problems. 

Mr. Byrnes. You hired him, did you not? 

Mr. Appiesaum. I hired him, but I didn’t tell him 

Mr. Byrnes. Did you hire him to take care of some problems? 

Mr. Aprtesaum. I told him to take care of everything that came 
up with the ATU. 

Mr. Byrnes. Did he tell you that he knew some people over there, 
that he could do that for you ¢ 

Mr. Arptesaum. If he did, I don’t remember. 

Mr. Byrnes. Did you not get any information from anybody as 
to the capabilities of Mr. Olson? 

Mr. Arptesaum. I know his capabilities. He was running an office 
maybe with several hundred or several thousand people. I know his 
capabilities. He ran that office perfectly. 

Mr. Byrnes. He did not know anything about the wine business? 

Mr. Arrptenaum. He doesn’t have to know. It didn’t take him to 
know about the wine business. 

Mr. Byrnes. Did you have attorneys at this time assisting you as 
far as living up to the regulations and interpreting the regulations 
were concerned ? 
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Mr. Arrreracm. We always had attorneys. The ATU made su 
we had Dp len ty of : attorneys. 

Mr. Byrnes. So Mr. Olson was not employed in a legal capacity f 

uurpose of arguing the law with the ATU people? 
\prtenaum. They didn’t seem to care dhol law. They just 
-d for anything. They didn’t care what it was. We were a 
| for anything that seemed to have happened. 
‘they found a tank of wine as pure as you could make it, the 
, “We will assess you for rectification,” and why, I don’t know. 
. Byrnes. But you decided that you needed more than attorney 
Ip. you out in this kind of problem? 
Appieraum. I don’t know whether I decided I needed mor 
t h ippened to come up with Mr. Olson, that he was available, and 
is happy to have him come along with me. 

Mr Brr nes. So you got a fellow th: it does not know anything abo 
the ATU regulations, or anything about the wine industry, and vi 
hired him to solve the problems? 

Mr. Areptenaum. Mr. Wegman was our attorney and he kn 
plenty about the ATU tax matters. But he cannot control anybod 
from assessing us on something I have no control or he has no contro! 
over, 

t$ymnes. Did Mr. Olson control them? 

Mr. Appitesaum. He evidently did. 

Mr. Byrnes. Do you know how? 

Mr. Arrptenaum. No: I was there when he went up to see Dr. Rhees, 
nd he raised a commotion that I got really ieee I thought the 
were going to throw us out of the office, and they did reexamine 
and did se nd us a letter that the wine was pure, and the sugar was good, 

Mr. Byrnes. In other words, you hired a man that could make a 
commotion ¢ 

Mr. Arrtenaum. I didn’t hire him to make a commotion. He ma 
acommotion. I didn’t hire him to make one. 

Mr. Byrnes. I think you can be more frank with this committee 

Mr. Aprtesaum. I am very frank. 

Mr. Byrnes. And tell us why you hired Mr. Olson, and what y 
expected him to do for you. You certainly have not been able to giv 
us very much justification for picking out a man in this instance for 
this particular job. 

Mr. Arptesaum. Whatever he did, as I already said, if he did 
do another thing for 5 years, as far as I was concerned, he would have 
earned his money. 

Mr. Byrnes. You mean after he made that commotion? 

Mr. Arptenaum. Absolutely. 

C! — in KING. I think you would agree, Mr. Byrnes, the select 

f the head of a governmental unit to leave that unit to come to 
work for r you whee you had trouble with that unit would be pret! 
rood sense. 

Mr. Byrnes. I think it would be, but, Mr. Chairman, he was not 1! 
hat unit. He was assistant collector of internal revenue. He | 

thing to do with the administration of the Alcohol Tax Unit tax 


srovisions. That seems to me to be very peculiar. 
Mr. Wrem AN. It doesn’t make any FS secur if it was a new phase 
‘hey had to deal with somebody who was not afraid of them. That 
the essential difference. The ATU did not have somebody that 
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they had gotten accustomed to bullying. They had someone new to 
deal with on the facts, not on the law. Mr. Olson didn’t have to render 
any services connected with legal matters or regulations. He simply 
had to deal with the facts. Was there caramel coloring in the wine? 
Was the sugar of a proper quality, and was the wine pure? Those 
were questions of fact, and the ATU could not push him around and 
could not bully him, and that is the sum and substance of it. 

Mr. Byrnes. I am just wondering, and maybe you can give me 
this information, why is it that they can bully you around, Mr. Apple 
baum’ They can apparently bully your attorne ys around 

Mr. = EGMAN., No: ft they eoul In? Ss 

Mr. Byrnes. But they could not bully Mr. Olson around. Now, 
why ? ’ 

Mr. Arreiesaum. I don’t know why, but I am sure if Mr. Olson was 
here you could ask him that question; how he did it, I don’t know 
and I didn’t care. 

Mr. Byrnes. And you felt when you hired him that he was a man 
they wouldn't bully around ? 

Mr. Arrptenaum. And they didn’t, either. 

Mr. Byrnes. That is a question. When you hired him, you be- 
heved that he was a man they would not bully around? 

Mr. Arvrpteraum. That is right. 

Mr. Byrnes. Why did you have that conclusion ? 

Mr. Arpieracm. Why? — ause he took care of Government 
matters, and I was sure that . person like him, if I was correct in 
thinking that it may have been ‘anti-Se mitism, at least there was some- 
one else in the organization that was not a Jewish person. 

Mr. Curtis. Mr. Applebaum, contrary to what might be indicated 
sometimes, the purpose of this committee is not to harrass anybody. 
It has a very definite legislative purpose, and we want to prov ide the 
best tax-collecting machinery that we can for the t taxpayers, including 
the Alcohol Tax Unit. Would you tell this committee who it was, 
give us the names of the individuals, in the Alcohol Tax Unit who 
wrongfully accused you or persecuted you in your business operations? 

Mr. Aprtesaum. I can’t mention names. The whole organization 
seemed to be against us. 

Mr. Curtis. Name a few of them. 

Mr. Appienaum. I don’t know. It could have been Dr. Rhees from 
the top. I don’t know who it was. 

Mr. Curtis. Where is Dr. Rhees now ? 

Mr. Arpienacm. He is not around. 

Mr. Curtis. Who else? 

Mr. Appieraum. I don’t know. 

Mr. CURTIS. Who else persec ute “] you wrongfully or accus sed you! M 

Mr. Arr! EBAUM, I don't know who did it. W e were assessed for 
things that we did not do: where it came from, I don’t know. Who 
instigated it, I am not prepared, because I don’t know who did i 
whether it was Dr. Rhees or anybody else in the department. I don’t 
know. 

Mr. Curtis. Did more than one man do it? 

Mr. Apprenaum. I don’t know whether it is more than one man or 
the whole organization. I don’t know. 

Mr. Curtis. Mr. Applebaum, what did you mean by “not 


around”? 
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Mr. ArpLesaum. He is not living. 

Mr. Curtis. He is dead ? 

Mr. Appitesaum. Yes, sir. 

Mr. Kean. Did Mr. Wright persecute? 

Mr. Appiesaum. No, sir. 

Mr. Kean. He was all right? 

Mr. Arptesaum. He is a nice gentleman. 

Mr. Kean. There was one in the Bureau that did not persecute / 

Mr. Appiesaum. Yes, sir. 

Mr. Kean. Is he the only one? You said all of them did. 

Mr. Arp_esaum. I am going back to before I got in—— 

Mr. Kean. Yes; but he was in the Bureau at the time. 

Mr. Arpiesaum. Yes, sir. 

Mr. Kean. And he did not. There was one therefore who did not 
persecute ¢ 

Mr. Arptesaum. Oh, yes; there were probably a lot of others that 
wouldn't do it either. I don’t know who did it, so I couldn’t answer 
it correctly. 

Mr. Kean. It was unknown people. 

Mr. AppLenaum. Unknown to me. 

Mr. Kean. If they persecuted you, they would be the ones that you 
would know. 

Mr. ArrLenaum. We were persecuted. I don’t know who perse 
cuted us. They assessed us for things—— 

Mr. Kean. Who? 

Mr. Apptesaum. The Alcohol Tax Unit. 

Mr. Kean. The Alcohol Tax Unit is not an indefinite body. It 
consisted of certain human beings. 

(No response. ) 

Mr. Kean. I certainly want to get anybody out of Government 
who is anti-Semitic. I want them out of Government. 

Mr. Arrpcesaum. I have no proof that it was. I just said it seemed 
to me at times that it could have been a reason. 

Mr. Kean. I would like to know the names. 

Mr. Arpiesaum. I don’t know who it was. It was persecution. 
Who it was I don’t know. I know they did things to us that they 
did not do to others in the same business. 

Chairman Kine. It seems odd to me, Mr. Applebaum, that an alert 
businessman such as yourself could have an agent from the Govern- 
ment tell you right to your face that you were going to be put out of 
business if they had to tax you out, and you would not remember 
the man’s name. I would have found out his name shortly. Could 
you arrive at who it might be and help the committee out? 

Mr. ArpLesaum. No; I don’t know. But please believe me, it was 
said to me that “we are going to tax. If we can’t put you out of 
business, we will tax you out of business.” 

Chairman Krne. Is it because you do not prefer to give the com 
mittee that man’s name? 

Mr. Appeternaum. No: I honestly don’t know who it was. 

Chairman Kine. Things like that are worth remembering. 

Mr. Aretenaum. I am going back a number of years, and I couldn’ 
remember. I honestly could not remember who said it, but it was 


said to me. 
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Chairman Kine. I had a similar experience years ago, many years 
ago, and when I hear the same name—it is a rather common one— 
my mind alerts immediately to the first man by that name who ever 
injured me. I am just surprised that when an agent of the Govern- 
ment would make such a brash statement to a citizen, that citizen 
would not remember who it was that said it. That is pretty rough 
stuff when an agent of an important Bureau—— 

Mr. AppLenaum. They did so much rough stuff that was not so 
important at the time. 

Mr. Curtis. What were they trying to do to you‘ 

Mr. ArpLespaum. Put us out of business, I assume. 

Mr. Curris. Why did they want you out of business / 

Mr. ArpLenaum. | don't know. 

Mr. Curtis. Do you think competitors were involved 4 

Mr. Arriesaum. I don’t know. It could be, but I don’t know. 

Mr. Curtis. What competitors could it be? 

Mr. Aprpienaum. All the wineries that were producing the same 
type of wine. Maybe they were helping it along, but I don’t know. 
I am not prepared to say, because I really don’t know. 

Mr. Byrnes. Just for my information—if you cannot answer this, 
Mr. Applebaum, maybe your attorney can—to what extent do you 
have recourse in the courts for determination of facts, for instance, 
in this case where they said there was coloring in the wine, 
and so forth ¢ 

Mr. Wereman. I can give you one specific illustration going back 
about 15 years or so. The ATU assessed against Geffen Industries 
a variety of taxes aggregating about a quarter of a million dollars 
on these various charges of rectification, and what I advisedly term 
nonsense, because what they were calling rectification was what they 
considered any improper manufacture of wine. If, in their opinion, 
the wine had been made with an inadequate quantity of fruit or with 
a little more sugar than they thought it ought to contain, or if the 
sugar did not meet the required standards of 96 percent by 

Mr. Byrnes. Are you complaining there about the standards which 
applied to all the industry, or are you complaining about their action 
as far as this particular company is concerned ¢ 

Mr. Wreman. Let me tell you where the difficulty comes in. The 
regulations pertaining to the manufacture of wine, which specify how 
it is to be manufactured, at that time were very vague and ambiguous. 
For example, that contained the phrase that “nothing shall be added 
to or taken from the liquid except in the course of the usual cellar 
treatment.” That was a wide-open phrase that left a lot of room for 
interpretation. So they charged Geffen Industries with this tax, as 
I say. They asserted a liability of close to a quarter of a million 
dollars. 

Geffen Industries could have tested that in court by paying the 
quarter of a million dollars and then suing to get it back, and tested 
it that way. But as a practical matter, no company in Geffen’s 
position could get a quarter of a million dollars to pay over and wait 
until the case went through the courts. 

Mr. Byrnes. What other alternative did you have in court ? 

Mr. Wreman. The only practical solution at that time was the one 
we adopted. We submitted an offer in compromise which was ulti- 
mately accepted by the Secretary of the Treasury and Attorney General 
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of the United States, and we said in the offer of compromise, which 
ran some 8 or 10 pages of single-space typing explaining the entire 
case, that we didn’t believe that Geffen Industries owed one dime 
of this amount, but as a practical matter in order to stay in business, 
they were offering $17,500 to compromise, which was substantially 
less than it would have cost them to fight the suit through the courts, 
and that offer of $17,500 was accepted in compromise of this large 
claim. 

I think that may give you some indication of how much actual proof 
or how much real basis there was for the assessment when a com- 
promise of $17,500 was accepted in a situation such as that. 

Mr. Byrnes. Mr. Applebaum referred to a case before the ATU 
when Mr. Olson was hired, which he took care of, and it related, 

I understand, to sugar content and also to coloring. 

Mr. Weeman. That is right. 

Mr. Byrnes. To what extent could the determination of those two 
factors be made by a court? Do you have any remedy in court ? 

Mr. Wreman. I think that is a matter that is of very proper concern 
for this subcommittee, for this reason : The charge is made, and then a 
hearing is held in the ATU, and you have the testimony of employees 
of the ATU that they examined this wine, and that it contained 
coloring matter, and they examined the sugar, and it is less than 96 
percent on a dry basis. 

On the other hand, you have the winery’s testimony that there is 
no caramel coloring in it at all, and here are the Government certifi- 
cates for this very sugar, the certificates issued by the Department of 
Agriculture certifying to its quality. That is a question of fact, and 
if the ATU hearing officer decides that question of fact against the 
winery, then all the winery can do is to review it in the courts at 
considerable expense and trouble and difficulty. 

Mr. Byrnes. But you have the opportunity to review those facts 
in court ? 

Mr. Weaman. Yes; but as a practical matter-—— 

Mr. App.tenaum. You can go broke doing it, because they detain 

percent of the sugar and merchandise on hand, and you can't 
operate that way. ' 

Mr. Weoeman. You have the right of review, but as a practical 
matter you are out of business while you are vindicating your legal 
rights. That is the difficulty with the situation. 

Mr. Byrnes. Your contention is, then, that even as things stand 
today, the Alcohol Tax Unit can, if it so desires, take action which 
would be vindictive and also put you out of business. 

Mr. Wreeman. To some extent it is a matter of the personnel in- 
volved in the action. For another thing, the Administrative Proce 
dure Act has done a great deal to help the situation. But any time 
that you have a Government agency acting in a dual capacity as prose- 
cutor and judge, you are putting the businessman who has to deal 
with that agency in very difficult circumstances. He has the legal 
remedies. He has the legal rights. But in the course of vindicating 
them. he is out of business. So it is the difference between theory and 
practice. That is what it comes downto. In this case we paid $17,500 
to compromise a claim which we said on the record had no merit 
whatsoever and which the Attorney General and the Secretary of 
the Treasury must have had some doubt about, because the claim was 
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for about a quarter of a million dollars, and certainly they were not 
going to give that up for $17,500 if they thought they were really right. 

Mr. Byrnes. As I understand it, then, you either offer a com 
promise or hire a so-called public relations man who will keep the 
people on the right track in the Bureau ‘ 

Mr. Weeman. You see, you come down to this factor. It isa matter 
entirely of being practical. 

Mr. Byrnes. That is what I say; that is the practicality. 

Mr. Wreoman. Mr. Byrnes, for so many years these men in the 
ATU had gotten in the habit of going after the concern with which 
Mr. Applebaum was connected, of giving him a certain type of treat 
ment, that when Mr. Applebaum discussed with me the question of 
hiring Mr. Olson—and that is what I was trying to remind him of 
earlier, because he did talk with me about it, before he completed his 
arrangements with Mr. Olson—by having someone who had a positivs 
personality, Mr. Applebaum is timid—that is the word—when they 
could easily overawe him, and that is the only word that applies, they 
would tell him these things he couldn’t fight back. By having some 
one with a positive personality, such as Mr. Olson, who was not afraid 
to fight back, who could stand up and slug with them, they very soon 
stopped picking on that winery. And I thought it was a very excel- 
lent idea, whether it was Mr. Olson or anybody else of Mr. Olson’s 
nature and personality who could stand up and fight. That was much 
better for him than having lawyers to fight the thing out through the 
courts, which was a long and involved process, an expensive process. 
That is the sum and substance of it. 

Mr. Curtis. That is why I would like to know the names of the 
people who so conducted themselves, according to your story. 

Mr. Weoeman. I am sorry I can’t give them to you because I didn’t 
hear them, and Mr. Applebaum doesn’t remember them. I think if 
you will look at it from a psychological standpoint, you can under 
stand why an unpleasant recollection like that is one that he would 
try to drive from his mind. He has always proceeded on the theory 
that he better devote his entire mind to thinking about the present 
instead of remembering the past. 

Mr. Curtis. Did any of those people in the Alcohol Tax Unit ever 
suggest that for a payment of money or something else in value he 
might get this thing straightened out ? 

Mr. Weeman. No, sir. 

Mr. Curtis. Never did? 

Mr. ArrLesaum. No. 

Mr. Weeman. May I inquire as to how much longer Mr. DeWind 
thinks we might be, because I would like to call my office in New 
York. I was under the impression from what we were told we would 
be through here not later than 4 o’clock, and I would like to be able t: 
make a call, if I may. 

Chairman Kine. As witnesses you are too interesting to be gott 
rid of that early. I wanted to observe with you this administrative 
hearing matter. Can you give the man an estimation if I agree no 
to take over 5 minutes ¢ 

Mr. DeWrnp. It is a little hard, Mr. Chairman. Ther 
number of matters I propose to question Mr. Applebaum about, and 
what questions the committee will want to ask concerning 
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matters I do not know. If the committee wishes to adjourn by 5 
o’clock, I would think we would have them come over tomorrow 
morning. 

Mr. Weeman. Would it be possible to finish with Mr. Applebaum 
today so we could go back to New York some time tonight ? 

Chairman Kine. If there is no objection, I would agree to that. 

( Discussion off the record.) 

Chairman Kine. It would seem that the best that can be done would 
be to run until 5 o'clock and recess until 2 o’clock tomorrow afternoon. 
Unfortunately we will not be able to meet in the morning. 

(Discussion off the record.) 

Chairman Kine. We will recess at this time, and reconvene tomor- 
row afternoon at 2 p. m. 

(Thereupon at 4:45 p. m., a recess was taken until Tuesday, April 
29, 1952, at 2 p. m.) 
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TUESDAY, APRIL 29, 1952 


House or RepreseNntrAgrIves, 
SURCOMMITTEE ON ADMINISTRATION OF INTERNAL REVENUE 
LAWS OF THE COMMITTEE ON Ways AND MEANS, 
Washington, dD, Gg. 

The subcommittee met at 2 p. m., pursuant to recess, in the main 
committee room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King, (chairman of the subcommittee ) 
presiding. 

Present : Representatives King, Keogh, O’Brien, Kean, Curtis, and 
Byrnes. :, 

Present also: Adrian W. DeWind, chief counsel to the subcommit 
tee; Charles S. Lyon, assistant counsel; Donald Schapiro, assistant 
counsel, and Walter C. Taylor. 

Chairman Kine. Mr. Applebaum, please. You have been previ 
ously sworn, Mr. Applebaum. Will you be seated, please ? 


TESTIMONY OF JOSEPH APPLEBAUM, NEPONSIT, LONG ISLAND, 
N. Y., ACCOMPANIED BY J. BERTRAM WEGMAN AND SAUL 


KAPLAN, ATTORNEYS AT LAW—Resumed 


Mr. Wroeman. Before we start, Mr. Chairman, may I ask to have a 
correction made in the record ¢ 

Chairman Kine. You may. 

Mr. Wreeman. In the testimony yesterday, when Mr. DeWind asked 
Mr. Applebaum about owning any property, Mr. Applebaum had for 
gotten that he owns a piece of vacant land in Long Island City, N. Y.., 
unimproved real estate. He didn’t remember that when he was asked 
yesterday, and I wanted to have the record corrected. 

Mr. DeWrnp. Mr. Applebaum, to correct that record properly, 
from whom did you acquire that real estate, and when ¢ 

Mr. Arrtesaum. It was bought on a lien from the City of New 
York, I believe, a tax sale. 

Mr. DeWinp. When was the purchase made, approximately / 

Mr. Arptenaum. About a year and a half ago. 

Mr. DeWinp. What was the cost of the property on the tax sale? 

Mr. APPLEBAUM. Somewhere between 815.000 and 820.000. I believe. 

Mr. DeWinp. What is the appraised value of the property ? 

Mr. Arrtesaum. I don’t know. 

Mr. DeWinp. Approximately how much? 

Mr. Arrtesnaum. | haven't the slightest idea. 

Mr. DeWinpv. You paid $15,000 to $20,000 for the property a veal 
and a half ago on a tax sale? 
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Mr. Apptesaum. Yes, sir. 

“rj DeWinp. How did you happen to be interested in that prop- 
erty 

Mr. Apptesaum. My brother-in-law has a second-hand lumber 
business on it, and he wanted to be sure that somebody else wouldn’t 
buy it, so he asked me if I would buy it. 

Mr. Curris. Who was the owner at the time! 

Mr. Apptesaum. Of the property? 

Mr. Curtis. Yes. 

Mr. ArrtesauM. I believe it was the city of New York. 

Mr. Curtis. I mean before the city acquired it for taxes. 

Mr. Arrtesaum. I don’t know. 

Mr. Curtis. Was it your brother-in-law’s property ? 

Mr. Arpiesaum. I believe it comprises several lots, and probably 
at one time, very many years back, I think he owned part of it. 

Mr. DeWinp. Mr. Applebaum, in 1944, when Mr. Olson resigned 
as assistant collector and you had agreed to hire him, you testified ° yes 
terday that the purpose in your hiring him was to have somebody who 
would handle your matters before the Alcohol Tax Unit. Was there 
any other purpose in your hiring Mr. Olson? 

Mr. AppLesaum. Well, he was a very good executive, and I thought 
when things became normal he would have a good part in running the 
business. 

Mr. DeWinp. What did you mean when you say “when things 
became normal” ? 

Mr. AprLesaum. When the business would become a buyer’s market 
instead of a seller’s market. 

Mr. DeWixv. What other duties, if any, did you tell Mr. Olson 
that you wanted him to undertake when he came with you! 

Mr. ArptesaumM. I haven't specified any special duties for him. 

Mr. DeWinpv. You mean you just told him when he came with you 
he was to handle matters with the Alcohol Tax Unit? 

Mr. AppLtesaum. Or whatever else may come about that he ca 
handle. 

Mr. DeWinp. Was there no discussion of what else might come 
about ? 

Mr. Apptesaum. No, sir. 

Mr. DeW inp. Did you hire Mr. Olson as a public-relations man ? 

Mr. Apptesaum. I don’t understand what that means. 

Mr. DeWinp. All right, let us get specific. Did you ask Mr. Olso: 
to come into the business to help promote sales of wine? 

Mr. Arp.tesaumM. When the time would arise that we needed it. 

Mr. DeWinp. Had not the time arisen? 

Mr. ApreLesaum. Had not the time arisen? 

Mr. DeWrnp. Had not the time arisen right then to promote wine 
sales? 

Mr. Arrtesaum. No; it did not. 

Mr. Kean. I understand when you hired Mr. Olson the wine busi- 
ness was so good you could sell all you possibly could make, is that it‘ 

Mr. AppLesaum. Yes, sir. 

Mr. Kean. Did you expect Mr. Olson to spend his full time on 
the job? 

Mr. Apptesaum. As much time as it was necessary. 
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Mr. Kean. As much time as it was necessary, which might have 
meant as much time as was necessary to earn $25,000, is that it, which 
might have been 1 day a week or 

Mr. Aprptesaum. No; he did come in every single day. 

Mr. Kean. He came in every day to the office 

Mr. AppLesaum. He came in every day to the office. 

Mr. Curtis. How long had you known Mr. Olson? 

Mr. Apptesaum. I would say about 12 or 15 years. 

Mr. Curtis. You knew some of his friends? 

Mr. Apptesnaum. Pardon me? 

Mr. Curtis. You knew some of his friends, too? 

Mr. Arpitesaum. Yes, sir. 

Mr. Curtis. Did you know that he was a close friend of Mr. Joseph 
Nunan ? 

Mr. Apptesaum. Yes, sir. 

Mr. Curtis. And Daniel Bolich? 

Mr. ArpLesaum. Yes, sir. 

Mr. Curtis. You knew that. 

Mr. Arriesaum. Yes, sir. 

Mr. DeWrnp. Did I understand you to say that you had known 
Mr. Olson for 12 or 15 years? 

Mr. AprLesaum. Somewhere around that time. 

Mr. DeWinp. I thought you testified yesterday, and perhaps I mis- 
understood, that you met Mr. Olson in connection with your unpaid 
tax assessment in the collector’s office. 

Mr. Arpiesaum. I said that? 

Mr. DeWinp. You mean you have known Mr. Olson for 12 or 15 
years now ¢ 

Mr. Arpptesnaum. Yes, sir. 

Mr. DeWinp. Today. You mean that you met him about 1937 or 
1938 or 19404 , 

Mr. Arptesaum. Approximately. 

Mr. DeWrnp. You say you did discuss with Mr. Olson before he 
came to work for you that he would undertake to promote wine sales 
when that became necessary ¢ 

Mr. Appiesaum. Yes, sir. 

Mr. DeWrnp. Did it ever become necessary ? 

Mr. AppLesaum. No, sir. 

Mr. DeWrnp. So he never did promote any wine sales? 

Mr. Aprptesaum. That is right. 

Mr. DeWrnp. He never undertook to make any efforts to promote 
sales ¢ 

Mr. Arpitesaum. He didn’t have to. 

Mr. DeWinp. You say Mr. Olson came in every day after he came to 
work. What did he do when he came in ? 

Mr. Aprpiesaum. I don’t know. 

Mr. DeWrnp. Did he have any duties assigned to him in the busi- 
ness ¢ 

Mr. Appiensum. I didn’t assign any to him. 

Mr. DeWrnp. You assigned none to him? 

Mr. Aprptesaum. No, sir. 

Mr. DeWrnp. Did Mr. Olson ever do anything except make this one 
appearance at the Alcohol Tax Unit when he raised the roof with the 
officials there ? 
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Mr. Arriesaum. I don’t remember. That was one thing that was 
outstanding in my mind. He may have done other things which I 
don’t remember. 

Mr. DeWrnp. You have no recollection of his ever doing anything 
else / 

Mr. Arpiesaum. That is right. 

Mr. DeWrnp. Of any kind? 

Mr. Arpitesaum. That is right. 

Mr. DeW inp. Now, you said you started out paying him $500 a week. 
You changed that arrangement pretty soon to a 15-percent interest 
in the business, did you not ? 

Mr. App.tesaum. So | understand. 

Mr. DeWrnp. So vou understand ? 

Mr. AppLespaum. Yes, sir. 

Mr. DeWrnv. Who told you that ? 

Mr. Apptesaum. In subsequent conversations, I didn’t remember it. 

Mr. DeWinv. You do not remember that you invited Mr. Olson to 
take a 15-percent share of the business instead of his $500 a week? 

Mr. Aprptesaum. I thought he originally came in and got 15 percent, 
but I didn’t remember he started with a salary and then it was switched 
to 15 percent. 

Mr. DeWrnp. Could it be that he had both right from the outset, 
$500 a week guaranteed, and a 15-percent interest / 

Mr. Appiesaum. No; he didn’t start with both. 

Mr. DeWinp. I beg your pardon ¢ 

Mr. Arpiesaum. He didn’t start both with the $500 and the 15 
percent. 

Mr. DeWrnp. He started out with $500 a week, and shortly after 
it was converted toa 15-percent interest / 

Mr. Appiesaum. Yes, sir. Mr. DeWind, I don’t really have any 
recollection, but Mr. Wegman reminds me that when he worked for 
Canandaigua Industries it was a corporation, and he was getting $500 
per week, and when that dissolved and we formed another company, 
that was the time when arrangements were made that he got 15 percent. 

Mr. DeWinp. The records show that, from the time he came to work 
with you at the beginning of 1945 until the end of 1946, Mr. Olso1 
received some $94,000, at least, from the company. 

Mr. Aprrresaum. I have no recollection of that. I was just re 
minded that I was out of business in 1945, and he continued after | 
was out, and whatever he made after that, I wouldn’t know anyway. 

Mr. DeWixp. When did you get out of the business / 

Mr. Apptenaum. At the end of December 1945. 

Mr. DeWixp. Who were the partners in the business after you 
resioned at the end of 1945? 

Mr. Arvrtesnaum. Mr. Fisher, Mr. Olson, and Mr. Weiss. 

Mr. DeWtnp. Did you retain any financial interest in the business 
whatsoever ¢ 

Mr. Appienacm. No, sir. 

Mr. DeWtnp. Who is Mr. Weiss? 

Mr. Apptenaum. My father-in-law. 

Mr. DeWinp. Your father-in-law stayed in the business ¢ 

Mr. Appiesacm. For a little while. 

Mr. DeWrnxp. How long did he stay in? 
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Mr. AppLesaum. I am not sure, but it can be approximately a year 
or less. 

Mr. DeWinp. What happened was that your father-in-law took 
over in your place and stayed on for the duration of the business, is 
that right ¢ 

Mr. AppLesaum. I think that is correct. 

Mr. DeWtnp. Did your father-in-law purchase an interest in the 
business, or did you give it to him ?¢ 

Mr. AppLesauM. No; he purchased it from me. 

Mr. DeW inv. How much did he pay for his interest 

Mr. AppLeBAUM. $125,000. 

Mr. DeW inp. Where did he get the funds for that ¢ 

Mr. AppLtesaum. I don’t know. I don’t think he stole it. 

Mr. DeWinp. He didn’t get them from your directly or indirectly ? 

Mr. Appitesaum. He didn't get them from me. 

Mr. DeWinpb. Had your father-in-law been engaged in the wine 
business previously ¢ 

Mr. ArpLesauM. No; but he was an attorney. 

Mr. DeWrnp. He is an attorney ¢ 

Mr. AppLesaum. He is an attorney. 

Mr. DeWinp. So your father-in-law put up $125,000 to purchase 
your interest in the business ¢ 

Mr. AppLesaum. Yes, sir. 

Mr. DeWinb. And that was paid to you? 

Mr. AprLepaum. Yes, sir. 

Mr. DeWtinp. Mr. Olson stayed on as a 15 percent partner ? 

Mr. AppLesaum. So I understand. 

Mr. DeW inp. During the entire period that you were a partner, 
did the company make any substantial sales of wine ? 

Mr. Apptesaum. I have no recollection. That isa matter of record, 
Mr. De Wind. 

Mr. DeWrnp. Beg your pardon ? 

Mr. Apr.tesaum. I said that is a matter of record. I have no 
recollection. 

Mr. DeWinp. I am asking, did the company have a big wine busi 
ness‘ Did it make a lot of sales? 

Mr. AppLtesaum. At one time it made very many sales. It was a 
very big wine business. 

Mr. DeWinp. At what time was that ? 

Mr. Appiesaum. I don’t know at what period of time that was. 

Mr. DeWinp. During 1945, did it make substantial sales of wine? 

Mr. AprLesaum. | don't remember. 

Mr. Byrnes. Do you not remember your good years and your bad 
years? 

Mr. Apptesaum. No; I don’t know. We had very good years, but 
I don’t know whether it could be 1945, 1944, 1946, or 1947. I wouldn't 
know. 

Mr. DeWinp. We are talking about the period after Mr. Olson 
joined you. Did you have any substantial wine sales after Olson 
came into the business / 

Mr. APPLEBAUM. | can only Say I believe SO, but | am not sure 

Mr. DeWinp. You mean that the company did pretty much drop 
out of selling wine about that time, is that right / 
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Mr. Appiesaum. I don’t know. Mr. DeWind, it is a matter of 
record. I can’t truthfully answer that. We filed monthly reports, 
and the Government reports would indicate whether we did a big 
business at that time or not. 

Mr. DeWinp. By the end of 1946, what happened to the business? 
Did it fold up at that time? 

Mr. Appiesaum. I was out of the business at that time. 

Mr. DeWinp. What happened to it? Do you not know ? 

Mr. Apptesaum. Mr. DeWind, as far as I remember, I believe in 
1946 that Mr. Olson and Mr. Weiss sold their interest to Pepsi-Cola 
Co. and Mr. Fisher remained with part of the wine business. 

Mr. DeWinp. Is what happened that the company did not stay in 
the wine business; that is, got out of selling wine / 

Mr. Arritesnaum. They were making sirup for Pepsi-Cola and I 
believe it was more profitable to do that. 

Mr. DeWinp. Were you involved in any way in the operation of the 
business after you got out at the end of 1945? 

Mr. Arptesaum. No, sir. 

Mr. DeWinv. You had nothing to do with it? 

Mr. Arptesaum. No, sir. In fact I went away for several months of 
vacation. 

Mr. DeWinv. After you came back from several months of vacation, 
what did you do? 

Mr. ArrpLesaum. Nothing. I just took care of my trading in secu- 
rities. 

Mr. DeWinv. You had nothing to do at all with the operations of 
the company ¢ 

Mr. Arriesaum. No, sir. 

Mr. DeWinp. You say that Mr. Olson and Mr. Fisher or Mr. Olson 
and Mr. Weiss, which was it, sold out to Pepsi-Cola ? 

Mr. Arecesaum. Mr. Olson and Mr. Weiss. 

Mr. DeWinp. Mr. Olson and Mr. Weiss sold out to Pepsi-Cola ? 

Mr. Arrtesaum. Yes, sir. 

Mr. DeW inv. How did that come about ? 

Mr. Arrtenaum. I believe I made the arrangements for it. 

Mr. DeWinp. You did make the arrangements for that? 

Mr. Aretesaum. Yes. 

Mr. DeWinv. What arrangements did you make and how did you 
do it? 

Mr. Arrtesaum. I don’t remember the price they paid for it, but I 
arranged that Pepsi-Cola loaned me some money instead of paying me 
a commission for it. 

Mr. DeWinp. I thought you said you had nothing to do with the 


operations of the business. 

Mr. Arrvienaum. That is not an operation. It is the sale of the 
company that I had to do with it, not the operations of it. 

Mr. DeWixp. Why was Pepsi-Cola interested in this company / 
Pepsi-Cola is not engaged in the production of wine, is it? 

Mr. Arriesaum. Pepsi-Cola is a big company. They know what 


they are doing. 

Mr. DeWinp. What were they doing? 

Mr. Arrtesaum. Making sirup. Making Pepsi-Cola. They weren't 
making Coca-Cola. 
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Mr. DeWinpv. What interest did they have in this company of yours? 
What could they get from your company that they wanted ¢ 

Mr. AppLesaum. It was not my company, sir. They didn’t get any- 
thing from me. 

Mr. DeWrnp. What did they get from Mr. Weiss, your father-in- 
law? 

Mr. Apriesaum. They got the business. 

Mr. DeWrxp. What did they want the business for? 

Mr. Arrtenaum. They have been purchasing oe from us, so I 
have to assume that they wanted it for that, but I don’t know for 
what. 

Mr. DeWrxp. Was the company engaged in the production of 
sirup? Was that it? I thought it was engaged in the production of 
wine, 

Mr. ArppLenaum. Wine and sirup. 

Mr. DeWrnpv. And you say Pepsi-Cola had purchased sirup from 
the ay any ¢ 

Mr. Apptesaum. Yes, sir. 

Mr. DeWixp. This was in 1945, and 1946? 

Mr. Arppiesaum. I don’t remember dates. 

Mr. DeWinp. You were out by the end of 1945. Had they pur 
chased name 

Mr. Arrtesaum. They purchased while I was there, and they pur- 
chased sirup while I was out of there. 

Mr. DeWrnp. Did they buy sugar from you? 

Mr. Arpitesnaum. No; they bought sirup. 

Mr. DeWinp. You could not have sold them sugar, could you / 

Mr. Arpiesaum. I don’t know whether we could have or not. 
Mr. DeWinp. That was during the war, and there were OPA rv 
strictions on sugar, but you were able to sell them sugar sirup, is 

that right ? 

Mr. Arrtesnaum. Yes, sir: Pepsi-Cola sirup. I don’t know whether 
you would call it sugar sirup or Pepsi-Cola sirup. 

Mr. Kean. What do you mean by “sirup”? 

Mr. Arptenaum. Water and ingredients and coloring matter, and 
all that. 

Mr. Kean. Not just water and sugar ? 

Mr. Aretenaum. Not just water and sugar. All the ingredients I 
presume that they used in the production of Pepsi-Cola. 

Mr. DeWrxv. Did you have to get clearance from OPA to be 
lowed to make those sales ¢ 

Mr. Apptesaum. My attorney says that he reported it to the OPA. 

Mr. DeWinp. Did Mr. Olson assist you in getting that OPA 
clearance ¢ 

Mr. Arrtesaum. The attorney says certainly not. 

Mr. DeWinv. There was a Government agency that you had deal- 
ings with, but Mr. Olson was not helpful in that regard / 

Mr. Appiesaum. I beg pardon? 

Mr. DeWinp. Mr. Olson was not helpful in dealing with OPA? 

Mr. Apetesaum. Mr. Wegman handled that. 

Mr. DeWrnp. That is your attorney here? 

Mr. AprLesaum. Yes. 

Mr. DeWinp. How much sugar did you have on hand at that time, 
approximately ¢ 
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Mr. Aprtenaum. I haven’t got the slightest idea. 

Mr. Kean. Your counsel was not kicked around by the OPA the 
way he had been by the Alcohol Tax Unit? 

Mr. Arptesaum. I am sure he wasn’t. 

Mr. DeWinp. The wine company had a sugar allotment, did it not ¢ 

Mr. Arptenaum. Yes, sir. 

Mr. DeWinp. Dv. you remember how much that sugar allotment 
Was ¢ 

Mr. ApepLesaum. No, sir. 

Mr. DeWinv. Was it 4 million pounds a year? 

Mr. Arrtesaum. I have no idea. 

Mr. DeWrnp. You say you have no idea / 

Mr. AprpLesnaum. No, sir. 

Mr. DeWinp. Did you have a lot of sugar on hand while you were 
still in the company ¢ 

Mr. Arrpteswaum. You mean actually on hand ¢ 

Mr. DeWinp. Sugar that you controlled ¢ 

Mr. Apeiesaum. I don’t know. 

Mr. DeWinp. You don’t know ? 

Mr. Apriesaum. No: I don't know. I don’t remember, I should say. 

Mr. DeWinp. Mr. Olson testified, as I recall, when he appeared at 
the hearings of this committee in New York that he got a share that 
amounted to approximately 1 million pounds of sugar out of the 
total of 7 or 8 million pounds of sugar that the firm had. That would 
indicate that it was something like 15 percent. Would that be about 
right, that you had 7 or 8 million pounds of sugar / 

Mr. Arrptenaum. Mr. Wegman took care of that, if you want him 
to answer it. I can’t answer it. 

Mr. DeWinp. Why do you not find out from Mr. Wegman and 
maybe you can answer. 

Mr. Arptesaum. Mr. Wegman says he has no recollection of the 
exact amount, and he doesn’t think it was that much. 

Mr. DeWinv. How much do you think it was after consultation with 
Mr. Weoman ?/ 

Mr. Arrtenaum. He didn’t tell me. 

Mr. DeWinp. Did you havea good many million pounds of sugar 
under your allotment ‘ 

Mr. Arrtesaum. You mean for Mr. Olson’s allotment ? 

Mr. DeWinp. No; the company’s allotment. 

Mr. Arrtesaum. The company had several million, but I don’t 
know how many. 

Mr. DeWtnp. I believe it was something like seven or eight, accord- 
ing to Mr. Olson’s testimony. 

Mr. Arrtesaum. Then that is what it was. 

Mr. Wreeman. I think Mr. Olson is mistaken, Mr. DeWind. 

Mr. DeWinp. Mr. Chairman, if I may, let me ask Mr. Wegman. 
What is vour estimate of the sugar allotment ? 

Mr. Wreman. I haven't any recollection of that any more. It is 

matter of record. The files at my office would have the exact fig 
ures. My recollection is—and I may be away off on this because I 
can't be at all certain that my recollection of the amount is anywhere 
near accurate—but my best recollection at the moment is that the total 
smornt was somewhere in the neighborhood of 2 or 214 million 


| oul ds. 
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Mr. DeWrnp. That was the total ? 

Mr. Wreeman. For the business. 

Mr. DeWtinp. That was 1 year’s allotment you mean? 

Mr. Wreman. Yes; that was based on a percentage of historical 
use. 

Mr. DeWrnp. Was not that raised to 4 million ? 

Mr. Wreeman. It may have been. I don’t recall that. If you had 
let us know that you wanted that information, I could have gotten it 
from the dead files that we have in storage. 

Mr. DeWrnp. The records we have would indicate that it was 7 
million pounds, 

Mr. Wreman. I don’t think so. It is possible that my recollection 
of that is wrong, but I don’t think so. You know what it may be, 
Mr. DeWind. That has you confused on it. It may be that that 
was the base, but the allotment was only a percentage of the base. 
I think 60 percent or something like that. 

Mr. DeWrnp. The records indicate that when Morris Weiss and 
James B. E. Olson sold out their sugar-ration basis to Pepsi-Cola, 
they sold 3,900,000 pounds ration basis. 

Mr. Wreman. They did not sell out their sugar-ration base to 
Pepsi-¢ ‘ola. You are mistaken. 

Mr. DeWinpv. There was no other asset that the company had. 

Mr. Wreeman. No; I am sorry. I handled that transaction, Mr. 
DeWind. They sold the machinery and equipment, transferred the 
lease, and the good will of the business. The sugar base went with 
the business. It was not the subject of any independent sale, and it 
is alla matter of record with the OPA in full detail, with the original 
contract of sale, bill of sale and everything else. 

Mr. DeWinp. What was the purchase price, Mr. Wegman ? 

Mr. Wreman. That Pepsi-Cola paid ¢ 

Mr. DeWrnp. Yes. 

Mr. Wreman. I have no recollection. 

Mr. DeWinp. Approximately how much? 

Mr. Wreman. I haven't the slightest recollection. 

Mr. DeWrinp. Was the machinery any substantial portion of it? 
Did the machinery represent anything important in the total pur- 
chase price ? 

Mr. Wreeman. You see, this is not really recollection; it is almost 
a guess at this point, because it goes back a number of years and is 
one of many transactions, but as I recall it they paid the appraised 
value of the machinery. We had one of the recognized appraisal 
companies come in and make a price—— 

Mr. DeWrnp. I am not interested in that. I want to know whether 
the major part of the purchase price was for the sugar ration. 

Mr. Weeman. No: that could not be the subject of the sale. 

Mr. DeWrnp. I understand that you sold the company. 

Mr. Weeman. That is right. 

Mr. DeWrnp. But in computing the purchase price, I assume that 
there was not much value to the machinery. 

Mr. Wreeman. There was value to the machinery, but how much I 
can’t tell you now. I think it was something in the neighborhood of 
$50,000, but IT may be way off on that. 

Mr. DeWrnpv. Was that machinery anything that was useful to the 
Pepsi-Cola business ? 
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Mr. Weeman. It was machinery that was used to make the sirup. 

Mr. DeWrnp. Only sirup machinery ? 

Mr. Weeman. That is right. That is extensive machinery. 

Mr. DeWrnp. Did you ever sell sugar, Mr. Applebaum, or sirup, 
to anybody else except Pepsi-Cola ? 

Mr. Arrpiesaum. | don’t recall, but I don’t think so. 

Mr. DeWrnp. During 1945, you say that you don’t recall any 
activity on behalf of the company that Mr. Olson engaged in. 
other than that one appearance at the Alcohol Tax Unit‘ 

Mr. Arrptesaum. There may have been, but I don’t remember any. 

Mr. DeWinp. You cannot think of any other activity / 

Mr. App.esaum. No, sir. 

Mr. DeWinp. Certainly there were no activities in promoting the 
sale of wine. You have testified to that. 

Mr. Arrtenaum. Yes, sir. 

Mr. Kean. What did Mr. Olson do then when he came into the 
oflice every morning? 

Mr. Arrtesaum. I don’t know. 

Mr. Kean. You do not know? 

Mr. Arrtesaum. No. 

Mr. Kean. He did not speak to you? He just walked into the office 
and hung up his hat? 

Mr. Aprptesaum. We would say “Hello,” and talk a little bit. 

Mr. Kean. Did he take off his hat and coat ? 

Mr. ArrLesaum. It was unnecessary to do a lot because, as I say, it 
was a seller’s market. 

Mr. Kean. Did he take off his hat and coat to sit down? 

Mr. Arprptenaum. I am pretty sure he did, not in the summertime, 
he didn’t need one. 

Mr. Kean. He did not wear one? 

Mr. Apriesaum. He didn’t wear one. 

Mr. Kean. Neither do I. I agree with you. Did he have a desk? 

Mr. Aprtenaum. Yes, sir. 

Mr. Kean. He had a desk? 

Mr. Aprtenaum. Yes, sir. 

Mr. Kean. Did he have a secretary ? 

Mr. App.eBaum. If we had a secretary, he used a secretary. He 
didn’t have a private secretary. 

Mr. Kean. He used the secretary that was part of the office force? 

Mr. Arrtenaum. Yes, sir; that is right. 

Mr. Kean. He used it for his private affairs, then ? 

Mr. Aprtenacm. I don’t know. 

Mr. Kean. If he did not have anything to do with the business 

Mr. Appiernaum. I don’t know what he did. If he had need of a 
secretary, one was available. Whether he did or not, I don’t know. 

Mr. Kean. He used your office as the place where he sat down and 
attended to his own personal business ? 

Mr. ArptesatM. I don’t know whether he attended to his personal 
business. I don’t know. Whatever was necessary, he took care of 
it for the company. 

Mr. Kean. But he did not have to write letters in the one time he 
did work for the company? The one time he did work for the com- 
pany he did it personally—— 
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Mr. Apptenaum. He may have had occasion to write letters and 
do things, but I can’t recall if. 

Mr. DeWrnp. Did Mr. Olson have any knowledge concerning oper- 
ations of the company day to day, what business was done, who the 
customers were that were involved, or anything like that ? 

Mr. Arvpiepaum. I believe he did, but I am not sure. 

Mr. DeWrnp. You believe he did. 

Mr. AprpLtenaum. We were discussing everything, sure. He was 
there. He was a partner. 

Mr. DeWrnp. I thought you said you didn’t talk to him; you 
didn’t know what he was doing. 

Mr. Apptenaum. We discussed whether we had orders or not. 

Mr. DeWrnp. You mean was business good or was business bad? 

Mr. Arptesaum. That is right. 

Mr. DeWrnp. But no problems in the handling of the business? 

Mr. Apptesacm. I don’t remember any. 

Mr. DeWinpv. At that time how many customers did your com- 
pany have? Was Pepsi-Cola the only customer ? 

Mr. ArptesauM. For sirup, I believe they were. 

Mr. DeWrnp. Did you have any other customers for anything else? 

Mr. AppLtesaum. We were selling wine. 

Mr. DeWinp. You were? 

Mr. Aprpiesaum. I am pretty sure. 

Mr. DeWrnp. Was Pepsi-Cola by far the biggest customer ¢ 

Mr. ArpLesaum. I don’t remember. I believe so. 

Mr. DeWinp. Pepsi-Cola sirup business amounted to far more than 
all the rest of the business combined, is that right 4 

Mr. AprLenaum. At that time: yes. 

Mr. DeWinv. Were you making any effort to expand your wine 
sales ¢ 

Mr. ArrpienatM. I don’t remember if we did. 

Mr. DeWinpv. To the extent that you expanded your wine sales 
and put the sugar that you were using for Pepsi-Cola sirup into wine, 
you would have lost Pepsi-Cola business, was that the situation ¢ 

Mr. Aprtesaum. Yes, sir. 

Mr. DeWInp. So that really you had no desire or purpose to 
increase your wine sales? 

Mr. Arrtesaum. Mr. DeWind, if my memory serves me right, 
whatever we had a bigger profit in, that is what we did. If we had 
it in wine, we did it in wine. If we had it in producing sirup, we 
sold sirup. 

Mr. DeWinp. I presume that was precisely the situation. You 
were doing much better in sirup than wine. 

Mr. Arrtesaum. If we were doing more in sirup than in wine, then 
the Government got more money. 

Mr. DeWrnp. So your wine business was something that you had 
no great interest in; your big business was selling sirup ? 

Mr. Arrptesaum. The wine business was my main business. 

Mr. DeWrnp. At that time the principal—— 

Mr. Apritenaum. It is possible that the wine business was not so 
good then so we used up our sugar in sirup. 

Mr. DeWinp. At least it was not as good as the sirup business. 

Mr. ArrLesaum. If it was just as good or better, we would have 
continued making wine. 
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Mr. DeWrnp. Yes, I would assume so. In 1945, Mr. Applebaum, 
the sum of $19,100 was advanced by your company to Mr. Olson, 
labeled promotional expense. What was Mr. Olson doing to incur 
promotional expenses ¢ 

Mr. Arrtesaum. Are you talking about, Mr, DeWind, of one check? 

Mr. DeWinpv. No: inthe course of the year. Iam not talking about 
one check. During that vear, there was advanced to Mr. Olson 
$19,100 for promotional expenses. 

Mr. Arrtesaum. I have no recollection of what it was. I have no 
recollection. 

Mr. DeWtnp. That isthesituation. That is what happened. What 
possible activity- 

Mr. Arrtevaum. I don’t remember. 

Mr. DeWrnp. could justify that expense account ¢ 

Mr. Arriernacum. I don’t know. 

Mr. DeWtnp. Mr. Olson produced for this committee in New York 
his retained copy of his Federal income tax return, and on that he 
shows “promotional expense fund received from Wine Industries for 
the year 1945, $19,100,” and then he has “Less: Amounts spent for pro 
motional expense, $8,065.” 

Now, Mr. Olson was not engaged in any promotional work for the 
company, was he? 

Mr. Arrtenaum. I don’t know. I just testified I don’t remember 
what he did. 

Mr. DeWinp. You didn’t hire him for that purpose in 19454 

Mr. Arpiesaum. In 1945? 

Mr. DeWrnp. Yes. This is 1945. You said there was nothing for 
him to do to promote sales of wine. 

Mr. Apr.iersaum. I don’t know what it was. I really don’t know 
what it was. I don’t remember the figures, and I dont know what 
it is for. 

Mr. DeWrnp. I am not asking you to remember the precise figures. 
I have given you the precise figures. It was $19,100 shown as an 
expense fund, and out of that he actually expended $8,065 for pro- 
motional expense. 

Mr. Arpiernaum. I can ask Mr. Olson. If he will remember, he 
will tell me. I don’t remember. 

Mr. DeWinp. Were there any promotional activities in the sale 
of wine? 

Mr. Aprteraum. I don’t remember. 

Mr. DeWrnp. You say you know of none? 

Mr. Arrtenaum. I know of none. 

Mr. DeWinp. You never asked him to undertake to sell wine? 

Mr. Arritesaum. I say I don’t remember what happened. 

Mr. DeWinp. You testified you didn’t ask him to undertake such 
activities. 

Mr. Arriesaum. I didn’t ask him to undertake anything specific. 
He did anything that was necessary. That is what I testified. 

Mr. DeWrnp. But day after day you cannot recall a thing that was 
ever necessary except one appearance at the Alcohol Tax Unit, is that 
correct. substantially ? 

Mr. Arptenaum. Will you repeat that question, Mr. DeWind ? 

Mr. DeWinp. Day after day in the conduct of the business, you 
never found anything that was necessary for Mr. Olson to do except 
one appearance at the Aleohol Tax Unit ¢ 
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Mr. Apptesaum. He did whatever he thought was necessary and 
he was able to do whatever he wanted to do. If it was necessary for 
him to promote or entertain, he had the privilege to do it. 

Mr. DeWrnp. You had no wine to sell. If this promotion had 
been successful, you had notlring to sell. 

Mr. AppLtespaum. We did expect that things would get normal and 
we would go back to a large business again. 

Mr. DeWuinp. Mr. Chairman, I do not know whether that last 
answer was suggested to Mr. Applebaum by his counsel, Mr. Weg- 
man. I would suggest that Mr. Wegman’s function here is to advise 
him on any points of law and his legal rights and not suggest answers 
to questions of that sort. 

Mr. Wreeman. If you are suggesting that I am telling him what to 
testify, Mr. DeWind, you are mistaken—you are sadly mistaken. I 
resent that insult. There is no occasion for it. 

Mr. DeWtnp. I simply wondered, Mr. Wegman, when I asked 
Mr. Applebaum the last question, before he made an answer, you 
leaned forward and said something to him, and he came up with an 
answer. 

Mr. Weoeman. That is right. If you want me to say that into the 
microphone hereafter, I will be glad to. 

Mr. DeWinp. No; I do not wish any advice that you are giving 
your client to be put into the record, unless you would like to have it. 

Mr. Weeman. I haven't any objection to the record showing what- 
ever advice I give him. Mr. Applebaum explained that he had very 
little recollection, if any, about these affairs. He explained that he 
had asked me to be here because he thought I might be able to refresh 
his recollection. 

Mr. DeWinp. Were you counsel for the company at this time in 
1945 ¢ 

Mr. Wreeman. I was counsel to the company in certain aspects of 
its affairs: not in all. 

Mr. DeWinp. Were you familiar with the day-to-day operations? 

Mr. Wreman. Not in any specific or detailed sense, but in a general 
way I certainly was familiar with it. Mr. Applebaum used to con- 
sult with me regularly. 

Mr. DeW inp. In answer to such questions as the sort of activity 
that Mr. Olson engaged in, if any, would you be in a position to have 
any information concerning that ? 

Mr. Weeman. Mr. Applebaum had discussed with me the hiring of 
Mr. Olson before he did it. 

Mr. DeWinpb. During the course of these operations of the business, 
were you familiar with what Mr. Olson was doing ? 

Mr. Weeman. No, sir. 

Mr. DeWrnp. So, any questions concerning that. you could not be 
helpful to Mr. Applebaum in answering / 

Mr. Wreeman. Not as to what he was doing from day to day, cer 
tainly not. , 

Chairman Krne. Do you feel, Mr. Wegman, that you were insulted 
in being admonished by the counsel ? 

Mr. Wreman. I certainly think it was an insult to suggest that I 
was telling Mr. Applebaum what to answer, because I would consider 
that is no part of an attorney's function, and I have tried to limit 
myself to that. I think it was a purely gratuitous insult to suggest 
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on this record that I was telling Mr. Applebaum what his answer 
should be. I don’t see that there is any occasion for such an insult. 

Chairman Kryxc. Would it be considered improper or unfair for any 
member of this committee or its counsel to assume that perhaps you 
were—I will not say improperly—helping your client out with his 
answers when on almost every occasion a question is put to him he 
consults with you whether it had to do with you when you were 
with the business or when you were not with the business, whether 
you were retained to help him in that particular matter or not? I 
do not think you have been fair in indicating that counsel has been 
insulting to you by merely referring to the fact, directly or indirectly, 
that you had on most occasions consulted with Mr. Applebaum before 
he answered questions. 

Mr. Weeman. That is correct, and that consultation, Mr. Chairman, 
ias been on the question of whether I was able to refresh his recollec- 
tion about certain matters. Mr. DeWind has said that I suggested 
an answer to him that had nothing to do with refreshing his recol- 

lection. That is not so. 

Chairman Krne. I do not like the record of proceedings before any 
committee of which I am chairman to show that there have been 
insults one way or another without it being discussed and perhaps— 
and I think should be—removed from the record. If apologies are in 
crder, | would encourage them. 

Mr. Wreeman. I think Mr. Chairman, you will find if you ask Mr. 
DeWind that he made the statement concerning me with the strict 
intention of voicing a criticism and putting a criticism on the record. 
I think that was his purpose in saving that, and I think he will 
acknowledge that if you ask him. That is the reason I objected and 
resented it. 

Mr. DeWinpv. Mr. Wegman, I prefaced my remarks by saying I 
did not know what you were saying to your client, but I merely wanted 
to suggest it was not a part of any role of attorney here to suggest 
answers. Mr. Applebaum had not turned to consult you. I asked 
him a question and you leaned forward and said something. By what 
I said I meant it was not the part of any attorney here to suggest 
answers. 

Mr. Weeman. I merely — bey it I don’t need that advice from 
you, and it is an insult to offer it, because it indicates that I need 
to be told what my duties and fune sien as attorney are. 

Mr. DeWrnp. I understand from what you are saying now that 
you were attempting to refresh his recollec tion. 

Mr. Wreman. Mr. Applebaum turned and I told him that I didn’t 
recall; I didn’t know. 

Mr. DeWrnp. The answer to that question ? 

Mr. Wreman. That is right. 

Mr. DeWrnp. Mr. Applebaum was asking you the answer to the 
question, if you recalled it? 

Mr. Wreman. You had asked a question that had to do with his 
recollection of something that took place in 1945. He turned to me 
and I told him I didn’t recall anything about that. 

Mr. DeWinp. He did not turn. I think you leaned forward. 

Mr. Weeman. I am sorry. You may not have noticed it, but he 
turned his head. 
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Mr. DeWrnp. I simply wanted to make that point, and I think the 
point should stand. 

Now, Mr. Reporter, will you read the last question ? 

(Question read by the reporter. ) 

Mr. DeWrnp. Did Mr. Olson ever tell you, Mr. Applebaum, that he 
was entertaining prospective customers for the wine business ¢ 

Mr. Arptepaum. If he did, I don’t remember. 

Mr. Byrnes. Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. Who was Mr. Olson’s immediate superior while he 
was working in this plant ? 

Mr. AppLesacum. | don’t think we had any immediate supervisors. 

Mr. Byrnes. Who was his boss? 

Mr. ArpLtesaum. We were the three of us together, Mr. Fisher, Mr. 
Olson, and myself, so I don’t believe he had a boss. 

Mr. Byrnes. In other words, if he did not want to work at all, or do 
a thing, it did not make any difference ? 

Mr. Arpiesaum. If you are referring when he had a 15-percent 
interest, then he did not have a boss. 

Mr. Byrnes. What about before that, when he was working for the 
$500 a week? Whotold him what todo? Who directed his activity ? 

Mr. Aprritenaum. If there was anything to do, somebody told him, 
either Mr. Fisher told him to do it, or I told him to do it. 

Mr. Byrnes. Can you remember ever telling him to do anything? 

Mr. Apptesaum. The only thing I remember 

Mr. Byrnes. Is the one appearance before the Alcohol Tax Unit? 

Mr. Aprtesaum. That is what I remember. 

Mr. Byrnes. Is that right? 

Mr. AprpLesaum. Yes, sir. 

Mr. Byrnes. That is the only thing you ever told him to do? 

Mr. Appiesaum. I don’t say that. That is the only thing I remem- 
ber telling him to do. 

Mr. Byrnes. This was in what year? About 1945 or 1944, was 
it not? 

Mr. Aprptesaum. Either 1944 or 1945. 

Mr. Byrnes. How many years did Mr. Olson work for you? 

Mr. Apritesaum. He worked for us approximately a few months. 

Mr. Byrnes. Just a few months? 

Mr. ArPtespaum. Yes, sir. 

Mr. Byrnes. You mean under the salary basis? 

Mr. Aprtesaum. Yes, sir. 

Mr. Byrnes. Then how long with the interest in the concern ? 

Mr. Arpiesaum. I left in the latter part of 1945, so that would be 
about 6 or 7 or 8 months. 

Mr. Byrnes. And you do not remember anything that he was asked 
to do during that period except this one appearance before the Alcohol 
Tax Unit? 

Mr. Apriesaum. I don’t remember. 

Mr. Byrnes. Are you trying to remember ? 

Mr. Arpienaum. I have tried ever since last night. I can’t re- 
member any. 

Mr. Byrnes. Is it safe for this committee to assume that he did 
not do anything else ? 
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Mr. Arritesaum. I don’t know whether it is safe or not. I don’t 
know. 

Mr. Byrnes. Who else would know besides yourself? 

Mr. Arretenaum. Mr. Olson would. 

Mr. Byrnes. Whether he did anything more? 

Mr. Arptenaum. Mr. Olson himself ought to know. 

Mr. Byrnes. Anybody else ? 

Mr. Arrtenaum. Mr. Fisher probably would know. 

Mr. Byrnes. Did Mr. Fisher direct any of his activities? 

Mr. Arptespaum. He may have. 

Mr. Byrnes. If he did it, he did it without your knowing anything 
about it ¢ 

Mr. Arrtenaum. He could have. 

Mr. Byrnes. Do you conduct most of your business affairs in that 
manner, where you do not know what your employees are doing ? 

Mr. Arrtesaum. I had a lot of relatives with me and they were 
taking care of it, so I was not in direct contact with any employees. 

Mr. Byrnes. You would not know what was going on as far as the 
decisions that they might have made? 

Mr. Arrtesaum. In the production of it; no, I wouldn't know. 

Mr. Byrnes. What area would you know about? 

Mr. Arpiesnaum. Just the sales. I would know what was sold 
and what moneys were collected that day. That was an important 
thing. 

Mr. Byrnes. You would know about the sales? 

Mr. Arptenaum. Yes. 

Mr. Byrnes. Did Mr. Olson ever do anything in the sales area? 

Mr. Arritenaum. I don’t remember. 

Mr. Byrnes. You don’t even remember the area that you had spe 
cific jurisdiction over ? 

Mr. Arp_eraum. I don’t remember what I did, even. 

Mr. Byrnes. Who had charge of the public relations work / Did 
that come under the sales division ? 

Mr. Apptesaum. I don’t know what public relations actually means. 

Mr. Byrnes. Sometimes I have wondered, too, by the use of the 
definition in connection with certain employees that were hired. 

Mr. Arptesaum. As I stated, Mr. Olson—— 

Mr. Byrnes. Who had charge of ironing out problems that might 
occur with the Alcohol Tax Unit? Was that you or one of your 
relatives ¢ 

Mr. Arrtenaum. Prior to Mr. Olson’s entry ? 

Mr. Byrnes. No; when Mr. Olson came into the picture. 

Mr. Arrtesaum. Anything we had to do with the Aleohol Tax Unit, 
Mr. Olson took care of. 

Mr. Byrnes. Without consulting with anybody else who was a 
member of the firm ? 

Mr. Aprptenaum. Oh, yes; we would tell him what the troubles were 
if we had troubles. 

Mr. Byrnes. Who would have charge of that, telling him what your 
troubles were, and what he should do about it? 

Mr. Arrtenaum. It was natural for Mr. Fisher or myself or all to 
gether to consult with him and tell him the problem. 

Mr. Byrnes. Would you know what Mr. Fisher would have told 
him to do in connection W ith any problems ? 
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Mr. Aprptesaum. The only thing he could possibly have told him 
was to straighten it out if we had trouble. 

Mr. Byrnes. Would you tell him how to straighten it out? 

Mr. ArpLesaum. How? 

Mr. Byrnes. Yes; what he was expected to do, any recommenda- 
tions. 

Mr. Arptenaum. As I stated, the only thing I remember is that 
incident, and he went up there and he straightened it out. 

Mr. Byrnes. As far as you know, that is all he ever did for you? 

Mr. Arptesnaum. -As far as I can remember at this time, that is all 
I can remember. 

Mr. Byrnes. What does the record show, Mr. DeWind? Have you 
been asked as to how much Mr. Olson drew in the course of his 
employment with this company, either by way of salary or his in- 
terest How much was paid Mr. Olson ¢ 

Mr. Arrrtesacum. I don’t know. 

Mr. DeWrnp. Mr. Byrnes. the records show $94,000 in the course 
of 1945 and 1946 up to January 1947. 

Mr. Byrnes. So he got $94,000, and the only thing you can remem- 
ber him doi vis the one visit to the Alcohol Tax Unit? 

Mr. Aretenaum. I am sorry, he did not get $94,000 from us. You 
are probably referring to when I left and he sold his share out to 
Pepsi Cola. The bulk of his money he made from the sale to Pepsi 
Cola. and I had nothing to do with it at all. 

Mr. Byrnes. He made 8500 a week for several months, you said. 

Mr. Apptepaum. That is what he did. 

Mr. Byrnes. How many months, 4 or 5% Did you testify? 

Mr. Arrtesnaum. Mr. Wegman says approximately 2 or 3 months. 

Mr. Byrnes. Well. 3 months: that is $6,000, is that right ? 

Mr. Arpienaum. If it is 3 months, it is approximately $6,000, 

Mr. Byrnes. And all he did that you know of for that $6,000 was 

1e Visit to the Ak ohol Tax Unit. 

Mr. Arptesaum. Yes: and it was worth 20 times that much to me. 

Mr. Byrnes. Did he buy a 15-percent interest ? 

Mr. Arptesnaum. I understand he did. 

Mr. Byrnes. Did he pay cash? 

Mr. Aprtenaum. No; he paid by note. 

Mr. Byrnes. Did he pay his note by withdrawals from the com 
pany ¢ 

Mr. Arretesaum. I don’t know that. 

Mr. Curtis. Mr. Applebaum, you made reference to a number of 
relatives in your business. What was the name of the brother-in-law 
who was occupying this undeveloped piece of land that you bought 
on a tax sale? 

Mr. Apptesaum. What is his name? Sokal, S-o-k-a-l. 

Mr. Curtis. What is his name ? 

Mr. Arptesaum. Jack Sokal. I almost forgot his first name. 

Mr. Curtis. And he was the prior owner of that land / 

Mr. Arrtesaum. I don’t think he was the immediate prior owner. 
I think the city had it fora good many years. 

Mr. Curtis. But before the city got it? 

Mr. Arrtesaum. I can’t give you the details of it. I think he had 
a deed toa part of that property. 
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Mr. DeWrnpv. Mr. Applebaum, after Mr. Olson got out of this 
business and became Alcohol Tax Unit supervisor in New York, did 
you ever have any business transactions with him ? 

Mr. Arritesaum. I had no business transactions whatsoever with 
him until I went back in the business, I believe, in the latter part of 
1950. 

Mr. DeWtnp. During the period from 1947 when he was ap- 
pointed—— 

Mr. Apptesaum. Excuse me. When you say “had any business with 
him,” would you explain that ? 

Mr. DeWinp. I gather you interpreted that, “Did you have any offi- 
cial connection with him in the Alcohol Tax Unit ?’ 

Mr. AprpLesaum. No official connection whatsoever. 

Mr. DeWinp. Did you have any other transactions with him after 
he became Alcohol Tax Unit supervisor for New York? 

Mr. Arptesaum. I loaned him some money, and I don’t know 
whether it was before or after he became supervisor. 

Mr. DeWinv. What were the loans you made to him? For what 
purpose did you loan him money ? 

Mr. Arrienaum. I don’t remember of any purpose. I just remem- 
ber on one loan he said he needed some money for income tax. The 
total comprised three loans. At which time he needed it for income 
tax, I don’t remember. I remember at one time he needed some money 
for income tax. 

Mr. DeWrnp. So you remember the total amount of those loans? 

Mr. Aprcesaum. I remember it now. 

Mr. DeWinp. What was the total ? 

Mr. Apptesaum. $17,500. 

Mr. DeWrnv. What was the year in which they were made? 

Mr. ArpLesaum. 1947. 

Mr. DeWrnp. Was the loan repaid? 

Mr. Appiesaum. Part of it. 

Mr. DeWrnpv. How much was repaid by Mr. Olson? 

Mr. Appiesaum. $6,000. 

Mr. DeWrnop. Is that up to the present time, $6,000? 

Mr. Arpiesaum. Pardon me? 

Mr. DeWinp. Is that the situation up until today, he has repaid 
you $6,000 out of the $17,500? 

Mr. Apritesaum. That is right. 

Mr. DeWinp. The records of the Corn Exchange Bank in New York 
show three checks drawn by you payable to Mr. Olson dated June 11, 
1947, for $5,000, September 10, 1947. for $10,000, and December 23, 
1947, for $2,500, totaling $17,500. Were those the amounts that you 
advanced to Mr. Olson as a loan? 

Mr. Apptesaum. Yes sir. 

Mr. DeWtnp. Have you ever taken any steps to collect the balance 
of the loan? 

Mr. Aprtesaum. Since when? 

Mr. DeWinp. Any time. Have you ever tried to collect the loan? 

Mr. Arrpiesaum. The bank has been trying to collect it constantly. 

Mr. DeWinp. I beg your pardon? 

Mr. Arrtenaum. The Corn Exchange Bank has been trying to col- 
ject the loan from him constantly up to probably 6 or 8 months ago 
cr so. 
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Mr. DeW inp. You mean you have been able to get the Corn Ex- 
change Bank to attempt to collect the money from him instead of 
from you ¢ 

Mr. AppLesauM. No; Mr. Olson was of the opinion that he owed 
the money to the bank. 

Mr. DeW inp. He was of the opinion that he owed the money to 
the bank? 

Mr. Kaptan. Do you want me to clarify the situation? Perhaps 
I can enlighten the committee. 

Mr. Applebaum advanced three loans to Mr. Olson, totaling the 
sum of $17,500. That was June, I believe, October, and December, 
the latter part of December 1947. When Mr. Olson said he couldn’t 
at that time repay the loan, Mr. Applebaum took him into the Corn 
Exchange Bank. and Mr. Olson at that time made a loan from the 
bank for $17,500, and Mr. Apeenan endorsed the particular note. 

Subsequently thereto, the bank continuous ly kept after Mr. Olson 
for the repayment of these sums of money ; the sum of $6,000 was re- 
paid by Mr. Olson to the bank against that particular indebtedness. 
That is the whole thing in a nutshell. 

Mr. Byrnes. You mean when they went into the bank, the Corn 
Exchange Bank gave Mr. Olson $17,500, which he then in turn turned 
over to Mr. Applebaum for his accommodation on the note ¢ 

Mr. Kaptan. No; he repaid—— 

Mr. Byrnes. For repayment ? 

Mr. Kaptan. That is correct, for repayment of the loan of the 
moneys that Mr. Applebaum had made to him, so that the obliga- 
tion then ran from Olson to the bank, with Mr. Applebaum’s endorse- 
ment, because Mr. Applebaum had the account there, and they would 
never have loaned the money directly to Mr. Olson without collateral. 

Mr. Byrnes. Then you do not have any money due and owing to 
you directly from Mr. Olson at the present time, Mr. Applebaum ? 

Mr. ArrLtesaum. No: he owes me this directly. 

Mr. Byrnes. The bank holds the note, do they not ? 

Mr. ArpLenaum. No; that is not the story. 

Mr. DeW inp. Here is the situation, Mr. Applebaum, that you were 
trying to collect the money from Mr. Olson, and you prevailed upon 
the bank to go after Mr. Olson about it rather than yourself, is that it? 

Mr. Aprtesaum. That is the sum and substance of it; yes. 

Mr. Byrnes. I still do not understand, Mr. Counsel. Maybe you 
can clarify it. 

Mr. Curtis. Have you had to take up the note at the bank? 

Mr. Arpiesaum. No; I am still paying interest on that loan. 

Mr. DeWinp. I think, Mr. Byrnes, the situation is in substance and 
effect that Mr. Applebaum owes the money to the bank, and Mr. Olson 
owes it to Mr. Applebaum, but that the bank has been trying to collect 
it from Mr. Olson on Mr. Applebaum’s behalf. The bank has made 
efforts to collect it for you; that is what it comes down to? 

Mr. Apptespaum. Yes. 

Mr. Byrnes. It still does not clarify the question in my mind. If 
Mr. Applebaum and Mr. Olson went into the bank to borrow money 
from the bank in order to pay off the obligation that existed, running 
from Mr. Olson to Mr. Applebaum, then the basic indebtedness today 
is held by the bank. 
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Mr. Wreeman. Except the bank has charged that as a loan to Mr. 
Applebaum. 

Mr. Kapitan. May I clarify that? 

Mr. Byrnes. Yes. 

Mr. Kaptan. When the note came due, they then had Mr. Apple- 
baum—the manager of the bank insisted that Mr. Applebaum—trans 
fer the obligation to himself, and the obligation was transferred, 
but the bank continued after Mr. Olson to collect the money. While 
Mr. Applebaum became the primary obligor subsequent to the time 
the first note became due, nevertheless the bank kept after Mr. 
Olson to make these payments, and he did it up to a certain period 
of time. So that today Mr. Applebaum is the obligor. 

Mr. Byrnes. So really today Mr. Olson does not owe the bank. 
The bank does not have any money coming from either one of them / 

Mr. Aprptesaum. He never did owe the bank. He always owed the 
money to me. 

Mr. Kean. I do not get it again. Is it the same note or did the 
bank make you sign another note? Did the bank sign a second note ‘ 
The original note was signed by Mr. Olson with your endorsement. 
That is what you testified. The original note to the bank was signed 
by Mr. Olson. 

Mr. Arriesaum. The three loans totaled $17,500, and I told Mr. 
Olson that I needed the money, that I would arrange to make a loa) 
from the bank to him, and he would refund the money to me, whic! 
we did. When the note became due, whether it was a month, two 
or three, I don’t remember, I was under the assumption that the 
bank made the loan direct to him, because I remember the manager 
of the branch saying to me, “Would you mind if I switched the loan 
to you instead of Mr. Olson,” and I said, “It doesn’t make any bit of 
difference unless you don’t want to ask him for the money.” But | 
wanted the bank to ask him for the money. I found out subsequent], 
that the original loans that were supposed to be made from the bank 
to him were never made to him, but were made to me originally. 

Mr. Kean. You signed the note? 

Mr. Arrptesaum. He signed the note, and the bank still got the 
note, and the bank sent notice for him to think that he owed the money 
to the bank all the time. 

Mr. Byrnes. You do not owe the bank anything today, do you, o1 
that obligation, yourself ? 

Mr. Arrtesaum. Yes, sir; $11,500 still remains unpaid. I owe that. 
] pay interest on that every month vet. 

Mr. Byrnes. To the bank? 

Mr. Arpctenaum. Yes, sir. 

Mr. DeWtnp. So in substance you have left a note outstanding in 
the bank, you pay interest on it, and they act as good-will collecting 
agency for you? 

Mr. Aretenaum. They were. They are not collecting it any more. 

Mr. DeWinp. When did they decide to stop being a collecting 
agency for you? 

Mr. AreLtesaum. Well, when Mr. Olson stopped paying. 

Mr. DeWinp. When did that occur? When did Mr. Olson stop 
paying? 

Mr. Arrtesium. I don’t know. 








V 
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Mr. DeWrnp. Did the bank tell you that they would no longer do 
this favor for you? 

Mr. AprpLesauM. No; they never did say it. They have been hound- 
ing Mr. Olson to pay it, and when he didn’t pay it after several 
requests, the bank told me that they could not collect. 

Mr. DeWinp. The bank told you that they could not collect? 

Mr. Apptesaum, That is right. 

Mr. Kean. Is that the same bank where you have some other loans 
covered by collateral ? 

Mr. AprLesaum. One of the banks; yes, sir. 

Mr. Kean. So the bank is perfectly happy with the loan because 
they have lots of your collateral in some other place? 

Mr. Arrtesnaum. They love that loan; yes, sir. They are the only 
ones making money on this business. 

Mr. Kran. Did you get them to reduce the interest on your loan 
and not Mr. Olson’s? 

Mr. ArpLesaum. No; he made an interest rate pretty low, I believe. 

Mr. DeWinp. Mr. Applebaum, after you got these licenses we 
referred to yesterday from Mr. Nunan, and after you got back in the 
wine business with Mr. Olson to take care of the Alcohol Tax Unit 
for you, did anybody ever come to you and ask you to intercede on 
their behalf in any matters pending before the Bureau of Internal 
Revenue ? 

Mr. Aretesaum. I believe one or maybe two people asked me. ‘They 
were already in trouble. 

Mr. DeWinp. Who were they? 

Mr. Arptesaum. I don’t know. I don’t remember their names. 

Mr. DeWinp. One or two people asked you who were in trouble, 
and you don’t remember their names ? 

Mr. Avrtenaum. No; I don't. 

Mr. DeWinp. When did this occur? 

Mr. Arrpitesaum. I don’t remember. 

Mr. Kean. Mr. Applebaum, that sounds awfully curious to me, 
that you do not remember their names. 

Mr. Arrtesnaum. I can find out, but I don’t remember. 

Mr. Kean. You do not really remember ? 

Mr. Arrtenaum. Honest to goodness. 

Mr. Kran. It is not a question of loyalty to them? 

Mr. Arritesaum. It is a matter of record, and I can find that out 
for you if you want to know. I don’t know the names. 

Mr. Kean. It is a matter of record? 

Mr. ArepLesauM. Sure, it is a matter o1 .ecord they were in trouble. 

Mr. Kean. There are a lot of people in trouble. 

Mr. Arrtesaum. With the Alcohol Tax Unit. I believe that is 
what you are referring to. 

Mr. DeWinp. I referred to the Bureau of Internal Revenue, but 
you have two people in trouble with the Alcohol Tax Unit. 

Mr. Arriesaum. I don’t know what you are talking about. 

Mr. DeWinp. Where is this record you are referring to? 

Mr. Avetenaum. With the Alcohol Tax Unit. 

Mr. DeWtxp. Do you think you can drop over there and find out 
what the matter was‘ 

Mr. Arriesaum. I don’t know the matter. I have never taken 
it up with Mr. Olson. The people that came to me and told me about 
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it, I suggested that they go to Mr. Nunan and hire him as an attorney. 
That is the only thing I ever had to do with it. 

Mr. DeWrnp. You say that the record would show. You mean 
there is a record in the Alcohol Tax Unit that you had spoken te—— 
Mr. Aprtenaum. No; there is a record of the trouble they had. 

Mr. DeWrnp. As Mr. Kean has said, there are so many people in 
trouble with the Alcohol Tax Unit, how are we going to identify 
these two? 

Mr. Apptesaum. I don’t think very many people are in trouble in 
the wine business. 

Mr. DeWinp. These are people in the wine business ? 

Mr. AppLtesaum. In the wine business. I am only referring to the 
wine business. 

Mr. Curtis. Where was their business located ? 

Mr. ArpLenaum. Who is that? 

Mr. Curtis. The two people in the wine business who were in trouble 
with the Alcohol Tax Unit. 

Mr. Aprptesaum. In New York. 

Mr. Curtis. At what address ¢ 

Mr. ArpLtenacum. What address ? 

Mr. Curtis. Yes. 

Mr. Arptesacm. I don’t know. 

Mr. Curtis. You do not know what part of town ? 

(No response. ) 

Mr. Curtis. You do not know where their business is located ? 

Mr. Arptesaum. One person is out of business. 

Mr. Curtis. Where was his business when he was in business ? 

Mr. Arptesaum. In New York. I was never there. 

Mr. Curtis. When did he go out of business ? 

Mr. Aprtesacm. I think the Government put him out of business. 

Mr. Curtis. What was his name? 

Mr. Arriesaum. It is Joe something, I don’t remember the second 
name. 

Mr. Curtis. Well, we have half of it. 

Mr. Aprptesaum. Pardon me? 

Mr. Curtis. What was the rest of it ? 

Mr. Arptesaum. No; I don’t remember the second name. 

Mr. DeWinp. What year was this in, Mr. Applebaum ? 

Mr. Aprrtesaum. It could have been 1940—I don’t know the period 
of time. It was the time that Mr. Olson was the supervisor, and Mr. 
Nunan was practicing law. 

Mr. DeWrnp. You say two people came to you. One was Joe, and 
who was the other? 

Mr. Arrtesaum. One was Medallion Wine Co. 

Mr. DeWrnp. The Medallion Wine Co. ¢ 

Mr. Arptepaum. Yes, sir. 

Mr. DeWrnp. Who was the principal owner of that company ? 

Mr. Arptenaum. I don’t know who the principal owners are, but 
my cousin worked for them and when they got into trouble my cousin 
came to me and I told him that I think a good attorney would be Mr 
Nunan. 

Mr. DeWrnpv. And these two instances are the ones in which you 
suggested to people that the thing to do was to hire Mr. Nunan? 

Mr. AppLepaum. Yes, sir. 
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Mr. DeWrnpv. What is Joe’s name? 

Mr. Arpiesaum. Rocanello, Rocanelli, or Rocanello. 

Mr. DeWrnp. What did Joe ask you to do for him ? 

Mr. Aprptesaum. Nothing. He just said he was in trouble, and is 
there anything I could do. I said, “The only person I would recom- 
mend to you is Mr. Nunan.” 

Mr. DeWINb. Why did Joe think you might be able to help? 

Mr. Arptenaum. Probably because he thought I was friendly with 
Mr. Olson. 

Mr. DeWrnp. And your suggestion simply was, “Go and retain 
Mr. Nunan”? 

Mr. Appiesaum. Yes, sir. 

Mr. Kean. Why did you suggest retaining Mr. Nunan? Was it 
because you knew Mr. Nunan was also a friend of Mr. Olson? 

Mr. Aprtesaum. Mr. Nunan was a friend of mine, and I would 
like to have seen him make some money. 

Mr. Kean. You did it to help Mr. Nunan? 

Mr. Arpitesaum. Or both. 

Mr. DeEWrnp. When your cousin came to see you on behalf of the 
Medallion Wine people, what did he ask you to do? 

Mr. Arptesaum. He just told me the story of what happened, which 
I don’t remember at this time, and also I told him that I think he 
should hire Mr. Nunan. 

Mr. DeWrnp. Were there any other matters involving the Bureau 
of Internal Revenue in any way that you were asked to intercede in? 

Mr. ArpLesaum. No, sir. 

Mr. DeWrnp. You are sure of that? 

Mr. AprpLesaum. Pretty sure. 

Mr. DeWrnp. Does your recollection need refreshing in any way 
on that? 

Mr. Arpitesaum. Pardon me? 

Mr. DeWrnp. Does your recollection need refreshing on that ? 

Mr. Arpiesaum. If you refresh it, if I remember it, I will tell you. 

Mr. DeWrnp. Let me ask you. Have you ever interceded in any 
matters not involved in the Alcohol Tax Unit, that is, other divisions 
of the Bureau than the Alcohol Tax Unit? 

Mr. Arriesaum. No, sir. 

Mr. DeWinp. You had these two cases; that is, these two wine 
cases. Did you ever, for example, intercede on behalf of any per- 
sonnel in the Bureau? 

Mr. Arptesaum. Incidentally, may I add I don’t even know whether 
they went to Mr. Nunan, those two. 

Mr. DeWinp. You suggested it. Did anyone ever ask you to help 
in any personnel matters, such as getting promotions or getting ap- 
pointed to the Alcohol Tax Unit? 

Mr. Arpresaum. No, sir. 

Mr. DeWinp. Nobody ever came to you-—— 

Mr. ArpLesaum. Wait a minute. 

Mr. Wroeman. May I refresh his recollection about something I 
think he has forgotten ? 

Mr. AprLesaum. Will you repeat, please, that question ? 

Mr. DeWrnp. Would you read the question, Mr. Reporter? 

(Question read by the reporter.) 

Mr. Areptenaum. Martin Hanson once called me. 
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Mr. DeWinv. Who was Mr. Martin Hanson and when did he talk 
to you? 

Mr. Arptesnaum. He spoke to me before Mr. Olson got the job as 
the district supervisor. 

Mr. DeWinp. What did he want you to do for him? 

Mr. Arrtesaum. He says, “You know Mr. Olson and Mr. Nunan”; 
if a job was vacant, would I please put in a good word for him. 

Mr. DeWinv. That is to be appointed alcohol tax supervisor in 
New York? 

Mr. Arptesaum. Yes, sir. 

Mr. DeW rnp. That was after Dr. Rhees’ death and a vacancy oc 
curred ¢ 

Mr. Arr.tenaum. I don’t know whether he was dead then, but he 
has died. 

Mr. DeWinn. What did Mr. Hanson ask you to do specifically ? 
To talk to Mr. Nunan in his behalf, is that it ? 

Mr. Aprtesaum. Yes, sir. 

Mr. DeWinv. And ask Mr. Nunan to appoint him to the job? 

Mr. Arptesaum. Yes, sir. 

Mr. DeWrnp. Did he want Mr. Olson to help out, too? 

Mr. Arptesaum. He asked me to speak to Mr. Olson primarily be- 
cause he knew how close I was to him. 

Mr. DeWinp. Who was Mr. Martin Hanson? Was he employed 
by the Bureau of Internal Revenue at that time? 

Mr. Arritesaum. So I understand. 

Mr. DeWinp. In the Alcohol Tax Unit? 

Mr. Arrptesaum. In New Jersey. 

Mr. DeWrnp. How long had you known Mr. Hanson / 

Mr. Arptesaum. Not very long. 

Mr. DeWinp. Did you meet him at this time when he came to you 
about the appointment? Was that the first time you had met him! 

Mr. Aretesaum. He didn’t come tome. He called me. 

Mr. DeWinp. Had you ever met him before? 

Mr. Arritenaum. I believe I did. 

Mr. DeWinp. Just shortly before that? 

Mr. Arritesaum. I don’t remember how long. 

Mr. DeWinp. How did you meet Mr. Hanson ? 

Mr. Arrienaum. I don’t remember. 

Mr. DeWrnv. Did Mr. Hanson finally come to see you, or did he just 
talk to you on the telephone / 

Mr. Arritenaum. I remember he spoke to me on the telephone. 

Mr. DeWrnp. Did he ever come to see you / 

Mr. Arrtesaum. He could have, but I don’t remember. 

Mr. Byrnes. How did he know that you were friendly with Mr. 
Nunan ¢ 

Mr. Aprptenaum. I don’t know how he knew, but Mr. DeWind has 
been speaking about Mr. Nunan; I haven’t. I said primarily Mr. 
Olson, and he knew I was together with Mr. Olson 

Mr. Byrnes. Was that whom you were supposed to talk to about 
getting this job? 

Mr. Arpienaum. Yes, sir. 

Mr. Byrnes. What was Mr. Olson doing at that time / 

Mr. Aretesnaum. I believe he was connected with us. 
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Mr. Byrnes. What would Mr. Olson have to do with appointing a 
district supervisor in the Aleohol Tax Unit? 

Mr. Arrtesaum. I don’t know. He just wanted me to ask Mr. 
Olson, or Mr. Nunan, or have Mr. Olson speak to Mr. Nunan, and ask 
him to put a good word in for him. 

Mr. Byrnes. Did he tell you why he happened to get in touch with 
you or ask you to do that? 

Mr. Aprpitenaum. No: he did not, not that I recall. 

Mr. Byrnes. Why did he not talk to Mr. Olson himself? 

Mr. Appiesacm. I understand he did, also. 

Mr. DeWrnp. He talked to you and you understand he also talked 
to Mr. Olson ? 

Mr. Arpiesaum. He talked to me, and I understand he also spoke 
to Mr. Olson. 

Mr. DeWrnp. I notice you said just then that you believe at that 
time Mr. Olson “was with us,” I think the phrase was. 

Mr. Arriesacum. I think so. 

Mr. DeWinp. Was this in 1947? 

Mr. Arrpiesnaum. I don’t remember the date. 

Mr. DeWirnp. It certainly was not in 1945, because Dr. Rhees was 
still in the job all through 1945 and into 1946. 

Mr. Arriesnaum. If those dates are so, then he wasn’t with us at the 
time, I don’t think. 

Mr. DeWinp. You did not mean to say that late in 1946 Mr. Olson 
was with you? 

Mr. Arptesnacum. What? 

Mr. DeWinp. You did not mean to say that late in 1946 Mr. Olson 
was with you?’ 

Mr. Arptesacm. I don’t know the dates. 

Mr. DeWinp. Did you ever see Mr. Hanson about this matter 
together with Mr. Olson ? 

Mr. Aprpriesaum. I don’t think so, but I am not sure. 

Mr. DeWrnp. Did you ever discuss the matter with Mr. Hanson 
with anybody else ? 

Mr. Arppienaum. Not that I remember. 

Mr. DeWtxpv. Do you know Mr. Murray Knobel? 

Mr. Apptenaum. Yes, sir. 

Mr. DeWrnp. Did Mr. Murray Knobel speak to you about Mr. 
Hanson’s application ? 

Mr. Arrtenaum. He may have. 

Mr. DeWrnp. Did Mr. Knobel come with Mr. Hanson to see you? 

Mr. Arriesaum. I don’t think so, but I don’t remember. 

Mr. DeWrinp. Do you know Mr. Arthur Pincourt ? 

Mr. Arrptenacm. I met him several times. 

Mr. DeWrnp. In what connection have you met Mr. Pincourt ? 

Mr. Arrieraum. I don’t remember. 

Mr. DeWtrnp. Was it in some business connection that you met 
Pincourt ? 

Mr. Appiernaum. IT don’t think so, but I have no recollection. 

Mr. DeWrnp. When did vou first meet Mr. Pincourt ? 

Mr. Apritenacm. I would say somewhere around 1946, possibly. 

Mr. DeWrnp. Did Mr. Pincourt come to see you in connection with 
any troubles he was having? 

Mr. Arrteraum. I don’t think so. 
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Mr. DeWtnp. You don’t think so? 

Mr. Arpteraum. No. 

Mr. DeWrnp. Is it possible that he may have discussed his troubles 
with you / 

Mr. Arrternaum. If he had troubles, I didn’t know them. 

Mr. DeW inp. Then he didn’t tell you about his troubles? 

Mr. Arrpienaum. I don’t remember if he did. I don’t remember 
him telling me about his troubles. 

Mr. DeWrxp. Did he ask you for any advice or assistance or infor 
mation concerning any problems he had with the Alcohol Tax Unit? 

Mr. Arptenaum. I don’t remember any. 

Mr. DeWinp. You say you don’t remember any? 

Mr. Arrtesaum. I don’t remember any. 

Mr. DeWinp. Tf he had, would you not remember them? 

Mr. Arrnesaum. I didn’t know him well at all, and it was very 
unimportant to me, so I certainly wouldn't remember. 

Mr. DeWrnp. Did Mr. Pincourt come with Mr. Hanson to see you 
about getting Mr. Hanson in as supervisor? 

Mr. Arpitesaum. I am pretty sure no. 

Mr. DeWrnpv. Did Mr. Pincourt ever discuss Mr. Hanson with you / 

Mr. Arrtenaum. I am pretty sure not. 

Mr. DeWinp. Did Mr. Pincourt ever discuss with you a man named 
Domenic Vita? 

Mr. Arrtesaum. I was called down at one time, I don’t remember 
how long ago—Mr. Saul Kaplan was with me—and I was questioned 
about that. and this gent told me that Mr. Pincourt said that I 

Mr. DeWrnp. Just a minute. Suppose you just answer the ques 
tion. Did Mr. Pincourt ever talk to you about Mr. Domenic Vita? 

Mr. Arrpiesnaum. I don’t remember. 

Mr. DeWinpv. You do not remember? 

Mr. Arpiesaum. I don’t remember. 

Mr. DeWrnv. You remember what you were asked when you were 
called down, and yet, based on your recollection of what you were 
asked, you say you don’t remember. 

Mr. Arrpresnaum. I don’t remember. 

Mr. DeWrnp. Is it possible—— 

Mr. Arptesacm. I don’t think so, although this fellow told me— 

Mr. DeWrnp. Do not say what that fellow told you. Just give 
your best recollection—— 

Mr. ApreLesauM. My best recollection is that I did not. 

Mr. DeWrnpv. That you never discussed Domenic Vita with Mr. 
Pincourt ? 

Mr. Arrrernaum. No, sir. 

Mr. DeWinpv. Did you know Mr. Domenic Vita? 

Mr. Apprepaum. Yes, sir. 

Mr. DeWrnpv. How long have you known him ? 

Mr. ArrLesaumM. Very many years. 

Mr. DeWinp. Very what? 

Mr. Arrptenaum. Very many years. 

Mr. DeWinpv. Mr. Vita was appointed by the Bureau of Internal 
Revenue in the Alcohol Tax Unit, is that right? 

Mr. Arritesaum. Pardon me? 

Mr. DeWinp. Mr. Vita worked for the Aleohol Tax Unit? 

Mr. Arrtesnaum. Yes, sir. 
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Mr. DeWinp. Did Mr. Pincourt ever ask you for any information 
concerning Mr. Vita? 

Mr. AppLesaum. Not that I recall. 

Mr. DeWinp. Now, the question is of some importance, Mr. Apple- 
baum. Can you be certain he never asked you about Mr. Vita or any 
information concerning him ? 

Mr. Appeiesaum. I am not certain at all. 

Mr. DeWINbD. You are not certain at all? 

Mr. Arptesacm. Not certain at all. Maybe if you let me tell you 
something, maybe you would save a lot of questioning. If you want 
me to— 

Mr. DeWrnp. Mr. Chairman, before Mr. Applebaum is permitted 
to give this information in public session, I think he should come up 
and tell the committee off the public record what the statement is 
that he wants to make. 

Chairman Kine. Very well. 

(Discussion off the record.) 

Mr. DeWrnp. Mr. Applebaum, preliminary to going into this mat 
ter, you say you were called down. Where were you called down, to 
the Bureau of Internal Revenue ? 

Mr. Arpitesaum. I don’t know what department it is. 

Mr. Kapitan. He was called down to the Intelligence Office of the 
Alcohol Tax Unit. My best judgment is that it is at Courtlandt 
Street. either at West Broadway or West St reef, one of those buildings. 

Mr. AppLesBaum. In the office of the Alcohol Tax Unit building. 

Mr. DEWINbD. Probably at 145 Liberty Street. 

Mr. AprtenAum. That is correct. 

Mr. DeWrnp. When was that approximately / 

Mr. KAPLAN. I imagine if Was some time—lI can cive it to you 
I think it was about 3 days before they announced Mr. Vita’s 
suspension. 

Mr. DeWinp. That was in the latter part of 1951. 

Mr. Kaptan. That is how I place it. I never heard of Mr. Vita 
before, and I place it as a result of that. 

Mr. DeWixv. What were you asked about Mr. Vita and Mr. Pin 
court at that time / 

Mr. Arpiesaum. Whether I introduced him to Mr. Vita, and I said 
I didn’t remember, and I think he told me that that is what he claimed 
that he did. and I said if Mr. Pincourt would have asked me. I would 
have, but I am pretty sure I never did. 

Mr. DeWrnp. Are you still pretty sure you never did? 

Mr. AprpLtenaum. | am more sure. 

Mr. DeEWrnp. You cannot just be certain that you did not introduce 
Mr. Vita to Mr. Pincourt ? 

Mr. AprpLeBAuM. | wouldn't Say I am certain. I am certain if he 
had asked me I would have. but I don’t think he ever asked me. Iam 
making that statement, although Mr. Pincourt said that 1 introduced 
him. But I don’t remember that. 

Mr. D1 WIND. When Mr. Hanson asked you to intercede on his 
behalf in connection with his appointment as Alcohol Tax Unit tax 
supervisor, did you agree to do anvthing ? 

Mr. APPLEBAUM. | said if I would see Jim Olson, | would ask him. 

Mr. DeWrnp. If you saw him, you would ask him? 

Mr. Arrptenaum. When I would see him. I would ask him. 











3686 INTERNAL REVENUE INVESTIGATION 


Mr. DeWrnp. Ask him what? 

Mr. Aprtesaum. I would tell him what Mr. Hanson asked me to do. 

Mr. DeWinp. So Mr. Hanson thought that by speaking to Mr. 
Olson his position with Mr. Nunan might be improved ? 

Mr. Apptesaum. I don’t know what he thought. 

Mr. DeWrnv. He must have thought that Mr. Olson would be able 
to do something. 

Mr. Arptesaum. He must have thought, but I wouldn’t know what 
he thought. 

Mr. DeWrnp. He did not say, “Could you get Mr. Olson or Jimmy 
to talk to Joe Nunan”, nothing like that? 

Mr. Arrpiesaum. | don’t remember exactly. He may have said to 
me, “Will you speak to Mr. Olson and Mr. Nunan?” But I know he 
asked me to speak to Mr. Olson. 

Mr. DeWinp. You had not known Mr. Hanson very long or very 
well at that time? 

Mr. Apritesaum. That is right. 

Mr. DeWrnp. I ask you again, how did you meet him in the first 
place ¢ 

Mr. Arrptesaum. I don’t know. 

Mr. DeWinv. Here was a man whom you hardly knew, had not 
known very long at all, and he came and asked you to intercede with 
Olson and possibly Mr. Nunan on his behalf. 

Mr. Arpienaum. Yes, sir. 

Mr. DeWrnp. And you said you would the next time you saw Mr. 
Olson, is that right? 

Mr. Arpiesaum. Yes, sir. 

Mr. DeWinpv. Did you speak to Mr. Olson about him ? 

Mr. Aprtesacuom. I believe I did. 

Mr. DeWinv. What did you say to Mr. Olson? 

Mr. Aprptesaum. Just the story that Mr. Hanson called me and 
asked me to call him, and put a good word in for him. 

Mr. DeWinxv. What did Mr. Olson say ? 

Mr. Aprrtesaum. I don’t remember what he said. He may have 
said that he would speak to Nunan, but I don’t remember what he said. 

Mr. DeWinp. In substance and effect, did he say he would take 
it up with Mr. Nunan? 

Mr. Arrtesaum. I can’t be sure, but I think that is what he would 
say. 

Mr. DeWinp. Did you speak to Mr. Olson more than once about it? 

Mr. Apptesaum. I may have. 

Mr. DeW inp. Do you think you did? 

Mr. Arpiesaum. I may have. 

Mr. DeWrnp. Do you believe you probably did several times? 

Mr. Arpienaum. Yes, sir. 

Mr. DeW inp. Several times you spoke to Mr. Olson about this man 
Hanson you scarcely knew? 

Mr. Arrtenaum. Yes, sir. 

Mr. DeWrnp. Did you ever speak to Mr. Nunan about it? 

Mr. Arriesaum. I don’t know and I don’t think so. I may have, 
though. 

Mr. DeWrxp. Did you ever talk to anybody else about his applica- 
tion to be aleohol tax supervisor ? 

Mr. Aprptenaum. I don’t remember. 
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Mr. DeWinp. Did Mr. Olson at that time say anything to you about 
applying for the job himself? 

Mr. Arptenaum. No, sir. 

Mr. DeWrnp. Mr. Olson just told you he would speak to Mr. Nunan 
in substance and effect; is that the entire gist of the conversation you 
had with him ? 

Mr. Aprriesaum. I believe so. 

Mr. DeWInp. Yet you spoke to him several times? 

Mr. Arpiesaum. I would see Mr. Olson very often. I would ask 
him. 

Mr. DeWrnp. Did he ever tell you that he had spoken to Mr. Nunan ? 

Mr. Arpienaum. If he did, I don’t remember. 

Mr. DeWinp. You remember having several conversations about 
this, but you don’t remember what was said? 

Mr. ArpLtesaum. Pardon me. 

(Witness consults with his counsel. ) 

Mr. Arptenaum. Mr. Weeman reminded me that I told him that 
I have a hazy recollection that Mr. Olson had said that Mr. Hanson 
had already called him. 

Mr. DeWinp. Mr. Olson said to you that Mr. Hanson had already 
¢old—— 

Mr. APP! EBAU M, Called Mr. Olson. 

Mr. DeWinpb. Was it long after that that Mr. Olson applied for the 
job himself, or was appointed to it? 

Mr. Aprpienaum. I don’t think it could be very long, but I don’t 
know the amount of time that elapsed. 

Mr. DeWrnp. Have you ever been asked to intercede on behalf of 
any other persons for either promotion or appointment in the Alcohol 
Tax Unit? 

Mr. Appiesaum. No, sir. 

Mr. DeWrnp. Mr. Applebaum, in New York Mr. Olson presented 
to this committee his retained copy of his 1946 Federal tax return, in 
which he showed $23,100 received from Wine Industries for promo- 
tional expense purposes. Then he showed $1,000 received from the 
J. B. E. Olson Corp., and against that total of $24,1000 he showed 
an expenditure in excess of $1706 My for W hich he claimed i deduction— 
$17.731.90 was the claimed deduction against the $23,100 from Wine 
Industries, and the $1,000 from the J. B. E. Olson Corp. So there 
isa minimum charge against Wine Industries of $16,731.90, assuming 
that $1,000 was spent on behalf of J. B. F. Olson. 

Do you know anything about the expenses of Mr. Olson that he 
may have incurred on behalf of Wine Industries ? 

Mr. Arriesaum. I was just told that was 1946. I was not with him 
at the time. 

Mr. DeWrnpv. When did you sell out your interest to your father- 
in-law ? 

Mr. Arritesaum. My attorney thinks it is December 1945, but I 
am not sure. 

Mr. DeWInn. You have ho information or knowledge as to the 
activities that Mr. Olson conducted for Wine Industries in 1946? 

Mr. Arprtesnaum. No, sir. 

Mr. DeWInp. Do you know whether or not he conducted any activi- 
ties on behalf of Wine Industries? 

Mr. Appienaum. I wouldn't know. 
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Mr. DeWrnp. On the return, a schedule shows “Traveling, Enter- 
tainment and Auto Expenses incurred in accordance with agreements 
covering expenditure of above funds.” When you were connected with 
the company, was there any agreement for the expenditure of promo- 
tional expense funds ¢ 

Mr. Arp.esaum. If there were, I don’t remember any. 

Mr. DeWinv. You have no recollection of any such agreement? 

Mr. AppLesaum. No, sir. 

Mr. DeWinp. In 1946, did the company engage in any sales except 
of sirup to Pepsi-Cola ? 

Mr. Arptesacum. What they did when I was out I don’t know. 

Mr. DeWrnp. Did you not keep in touch with the business through 
your father-in-law ¢ 

Mr. Arrp_esaum. I went away for quite some time, after I sold out, 
so I don’t know what happened. 

Mr. DeWinp. When you came back, did you not actively keep track 
of that business ? 

Mr. Arrptesaum. I did not actively keep track and, if I did, it was 
casual, just probably seeing him every day and speaking with him. 
But I don’t know what transpired. 

Mr. DeWinp. Your father-in-law did not engage in the wine and 
sirup business before ? 

Mr. AppLenauM. No, sir. 

Mr. DeWrnp. So he was totally inexperienced. Did he consult 
with you about the problems of the business ¢ 

Mr. Apptesnaum. There was no experience necessary to make sirup 
for Pepsi-Cola. 

Mr. DeWrnp. You say that you arranged the sale to Pepsi-Cola? 

Mr. Apptenaum. Yes, sir. 

Mr. DeWrnp. So you had that much continuing interest in the 
situation, that you were involved in the sale of the interest to Pepsi- 
Cola? 

Mr. Appternaum. Yes, sir. 

Mr. DeWrnp. What business were you engaged in at that time, if 
any ¢ 

Mr. Appitenaum. No business but my security business. 

Mr. Kean. Did you get a fee for the sale? 

Mr. Apptenaum. I got a loan from Pepsi-Cola for making the sale. 

Mr. Kean. A loan of what? 

Mr. Arrpienaum. A loan of money. 

Mr. Kean. Of money from Pepsi-Cola ? 

Mr. Appiesaum. That is right. 

Mr. Kran. For the purpose of going into some other business? 

Mr. Arpiesaum. Yes, sir. 

Mr. DeWrnp. How much was that loan, Mr. Applebaum? 

Mr. Apptesaum. I don’t remember exactly. 

Mr. DeWrnp. Was that a loan to Independent Industries ? 

Mr. Apptenaum. Yes, sir. 

Mr. DeWinp. Was that a company in which you owned all the 
stock ? 

Mr. Apriernaum. Yes, sir. 

Mr. Kaptan. May I clarify? 

Mr. DeWrnp. If that is necessary. You were the principal stock 
holder of the company ? 

Mr. Arrtenaum. Yes, sir. 
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Mr. DeEWrNp. You were the president of it, is that right? 

Mr. Arriesaum. I think so. 

Mr. DeWrnp. Did Pepsi-Cola lend $350,000 to that business ? 

Mr. Arpiesicom. If that is the figure, then that is it. 

Mr. DeWrinp. What were the terms of the loan ? 

Mr. Aprriesaum. I believe it was to be repaid in 1 year, but I am 
not sure whether it was a year or a year and a half. We purchased 
bonds for that money. 

Mr. DeWinp. You put up bonds as collateral. Did you pay inter- 
est for the loan? 

Mr. AprpLesaum. I don’t think so. I am not sure. 

Mr. DeWrnp. It was an interest-free loan of $350,000? 

Mr. Appiesaum. I don’t know whether it was a free loan or not. 
I am not sure. 

Mr. DeWrnp. What was the purpose of that loan? 

Mr. Apptesaum. The purpose of the loan made to us? 

Mr. DeWrnp. Yes. 

Mr. AppLesaum. So we could make some money with it. 

Mr. DeWrnv. How did you make some money with it? 

Mr. Arrcesaum. We lost. We were hoping to make. 

Mr. DeW1np. What business did you put it into? 

Mr. Apriesaum. In securities. 

Mr. DeWinpb. You invested in securities? 

Mr. Apriesaum. Yes, sir. 

Mr. DeWrnp. And did you put the securities you purchased up as 
collateral, is that it? 

Mr. Aprptesaum. No: we bought it on margin. 

(Witness consults with his counsel.) 

Mr. Kaptan. May I explain it? 

Mr. DeWrnp. Yes. 

Mr. Arpiesacm. I don’t know how to explain it. 

Mr. Kartan. What happened here is that they bought A. T. & T. 
debentures. They made a loan from the bank in addition thereto, 
and they put up these debentures as collateral for the purchase with 
the bank having the prior interest and Pepsi-Cola having a subordi- 
nate lien with respect to those A. T. & T. > Searending The hope was 
that, if the debentures went up in price, there would be a long-term 
capital gain. Asa result, the thing went down and they lost money 
on the proposition. It was a personal holding corporation. ‘That 
was the essence of the whole thing. 

Mr. DeWrnp. Those were the A. T. & T. convertible debentures? 

Mr. Kapian. Yes. . 

Mr. DeW1np. And convertible to stock, and you would get amorti- 
zation premium for tax purposes ¢ 

Mr. ArrLesatumM. No, sir. We were hoping that the stock went up. 

Mr. Kean. There was a proposition there where everybody was 
buying A. T. & T. debentures for the purpose of getting that amorti- 
zation of tax. 

Mr. ArrLesnaum. That was a corporation. It would not apply to 
the individual. 

Mr. Kean. We made an amendment to the law on that proposition. 

Mr. DeWrnpv. That is correct. This was a personal holding com- 
pany, Independent Industries, is that right ? 
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Mr. Aprtenaum. I don’t know what “personal holding” means. 

Mr. Karnian. Yes: it was. 

Mr. DeWtnp. Did it own any other securities except these ? 

Mr. Arriesaum. I believe just these securities. 

Mr. DeWinpv. Was the company formed just to buy these deben- 
tures? 

Mr. Arriesaum. No, sir. 

Mr. DeWinp. Did it ever do anything else ? 

Mr. Arritesaum. I think it bought and sold some securities at one 
time or another. 

Mr. DeWinpv. But this was the principal operation of the com- 
pany, to borrow from Pepsi-Cola and buy these convertible deben- 
tures ¢ 

Mr. Arptesaum. Yes, sir. 

Mr. DeW inp. Then your commission in the deal comes down to 
what was possibly a free ride in the debenture market from Pepsi- 
Cola. 

Mr. Arptesaum. That is right. 

Mr. DeWrnp. Was it after you had sold out to your father-in-law 
that you got the idea that maybe Pepsi-Cola would like to buy that 
business ¢ 

Mr. Apptesaum. Yes, sir. 

Mr. DeWinp. You did not have that idea before? 

Mr. Apptesaum. No; if I had the idea, I would have probably sold 
it to Pepsi-Cola right then. 

Mr. DeWrnp. That is not entirely responsive to the question. Did 
you have the idea before ? 

Mr. Arpiesaum. No, sir. 

Mr. DeWrnp. How did you form this idea? When did it occur to 
you that maybe Pepsi-Cola would like to buy this business with its 
sugar basis? 

Mr. Aprpiesaum. I don’t know when it occurred to me. 

Mr. DeWinp. Did you carry on the negotiations with Pepsi-Cola? 

Mr. Wreeman. Pardon me. I think I may be able to refresh his 
recollection on something, Mr. DeWind. I think he misunderstood 
your question, Mr. DeWind. 

Mr. DeWrnp. All right. 

Mr. Weeman. Will you repeat the question before the last? 

Mr. DeWinp. You mean you are referring to the question of “when 
did you get the idea”? 

Mr. Wreman. Yes. 

Mr. DeWrp. I will repeat the question. 

When did you get the idea that Pepsi-Cola might be interested in 
buving this? 

Mr. AprLesaum. I don’t know when. 

Mr. Wreeman. Shortly before the sale, but he doesn’t know the 
exact date. 

Mr. Arpptesnaum. I don’t know. 

Mr. DeWinpv. Wine Industries went into this selling sirup to Pepsi- 
Cola when, in 1944? 

Mr. Arpiesaum. I don’t remember. 

Mr. DeWinp. Did the predecessor corporation, Canandaigua In- 
dustries, ever sell sirup to Pepsi-Cola ? 
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Mr. Arpiesaum. I have no recollection, although I don’t think so. 

Mr. DeWinp. You think then it was the partnership, Wine Indus- 
tries, that got into the sirup business in 19454 

Mr. AppieBaum. | think so. 

Mr. DeWrnp. Under OPA requirements, in order to have that sugar 
basis, did the company have to continue in business for a certain period ¢ 

Mr. Weeman. If you permit me to, I think I can answer you on that 
better than he can. The base on which the allotments were made by 
OPA was predicated upon the quantity of sugar used over a certain 
period of time prior to the rationing of sugar, and since these several 
companies were successors one to the other, each successor company 
acquired the base of the predecessor company, so that use did not 
enter into it except that the allotment was limited to a use within the 
classification of the base. I am not quite certain of the accuracy of my 
recollection because it is a long time ago, but I think that the base that 
Wine Industries had was called class 6, and so they were permitted 
by the law and regulations to use the sugar for the manufacture of any 
article or commodity within class 6. 

Mr. DeWinp. That is, Wine Industries could not have sold this sugar 
to Pepsi-Cola ¢ 

Mr. Weeman. Oh, no. 

Mr. DeWinp. Assugar. They would have to convert it to sirup. 

Mr. Weeman. They could convert it to any one of a number of vari- 
ous things listed in class 6. 

Mr. DeW np. But to be useful to Pepsi-Cola, presumably it would 
have to be sirup. 

Mr. Wreman. Pepsi-Cola certainly would not be interested in buy- 
ing anything but sirup. 

Mr. DeWrnp. That is right. So the only way you could do business 
with Pepsi-Cola was converting it to sirup and transferring title to 
Pepsi-Cola. That was the technical way of doing it. 

Mr. Weeman. That is what the regulations of OPA called for. 

Mr. DeWrnp. I am not suggesting that you did not get around the 
prohibition of selling sugar legally. 

Mr. Weeman. There was no way of getting around it. It was ex- 
actly in accordance with the regulations. 

Mr. DeWrnp. Did Pepsi-Cola provide the formula and machinery 
and specifications for the sirup ? 

Mr. Weeman. They provided the formula and specifications, of 
course. 

Mr. DeWinp. So everything was just as though they bought the 
sugar and did the job themselves, except you did it in advance for 
them ? 

Mr. Weeman. Well, the labor and the purchase of the materials and 
the sale was made at the OPA price. The price paid by Pepsi-Cola was 
the legal OPA price, and it covered the cost of labor and materials, 
overhead and presumably profit. 

Mr. DeWrinp. Mr. Applebaum, did you say Mr. Olson had nothing 
to do with getting this OPA clearance on the Pepsi-Cola deal ? 

Mr. Apriesaum. As far as I can remember, Mr. Wegman took care 
of it. 

Mr. DeWrnp. Mr. Olson when questioned said in part, “I didn’t 
think we were in any position to sell that sugar on account of the 
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rationing situation, and I said “we are going to be very careful that 
we don’t get in any trouble in regard to the thing.” So I got in touch 
with the OPA, if that is the right branch of the Government that 
was handling it—I think it was—and they then consented, their at- 
torneys consented, and it was drawn up by their attorneys, our at- 
torneys and Pepsi-Cola’s attorneys that we could manufacture sirup 
for them, for Pepsi-Cola, and use our allotment of sugar, and it was 
agreed to by the Government, agreed to by the attorneys for Pepsi- 
Cola and our own attorneys, and then we manufactured sirup for 
Pepsi-Cola. I don’t know how many thousand gallons, thousands and 
thousands of gallons, and that is how we used our sugar.” 

Mr. Weeman. Mr. Olson is slightly mistaken, Mr. DeWind, because 
I was the one that handled that with OPA. Before any deal was 
made with Pepsi-Cola, I submitted the matter to OPA and got an 
official ruling from OPA that this was a perfectly proper thing to 
do. I think that Mr. Olson undoubtedly spoke with me about it, and 
what he may have reference to there was that he learned that OPA 
had approved this, but, so far as I know, he didn’t take it up with 
OPA, because I know I did and got the ruling in writing. 

Mr. DeWinp. Mr. Applebaum, there were no services in soothing 
or persuading them that Mr. Olson helped you with ? 

Mr. Apptevaum. I don’t understand. 

Mr. DeWrnp. Mr. Olson did not smooth it with OPA for you? 

Mr. AppLesaum. What do you mean “smooth”? 

Mr. DeWrnp. You had a problem. Mr. Olson was helping you 
with the Alcohol Tax Unit, but not OPA? 

Mr. Arpiesaum. I didn’t have no problem. He [indicating] got 
paid to solve those problems. 

Mr. DeWrnp. Mr. Olson got paid to solve those problems? 

Mr. Apptesaum. No; Mr. Wegman did. 

Mr. DeWinp. Just one more thing, I think, Mr. Applebaum. How 
much money did you invest in Independent Industries ¢ 

Mr. Appieraum. I believe it is $5,000. 

Mr. DeWinp. Let me ask you something more about this, then. 
You put $5,000 into Independent Industries, and Pepsi-Cola put up 
$350,000 for the purchase of securities. Those were purchased 01 
margin, is that right? 

Mr. ArrpLeraum. Yes, sie. 

Mr. DeWinv. How much did you buy in securities, several million 
dollars ¢ 

Mr. Apptepacm. Yes, sir. 

Mr. DeW inp. The $2 million to #214 million of debentures you 
bought on Pepsi-Cola money on margin ¢ 

Mr. Apptenaum. I don’t know. I don’t remember the amount 

Mr. DeWrnp. If the market went down, the loss was Pepsi-Cola s 
except to the extent of $5,000 ¢ 

Mr. ArrLesaum. Yes, sir. 

Mr. DeWrnpv. And if the market went up, the profits were yours‘ 

Mr. Apptesaum. Yes, sir. 

Mr. Kean. And the interest was yours, that is, the interest over 
the amount you had to pay for borrowing the money on the margin. 

Mr. Arriesaum. If there was a difference, the corporation would 
have paid it. I don’t know whether there was or not. 
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Mr. DeWrnp. So this is no loan by Pepsi-Cola. This is a gift to 
you, or a commission. To describe it as a loan is a technicality. 
There was no liability to repay anything to it. 

Mr. AppLespaum. Sure there was a liability. 

Mr. DeWrnp. Only on behalf of Independent Industries. 

Mr. AppLespaum. Yes, sir. 

Mr. DeWrnp. You did not care. Independent Industries had 
$5,000 of your money, and that is all. 

Mr. Arptesaum. That is all Independent Industries had. 

Mr. Kean. With whom did you negotiate this at Pepsi-Cola, Wal- 
ter Mack? 

Mr. Arritesnaum. Yes, sir. 

Mr. DeWinp. What is the explanation of Pepsi-Cola’s entry into 
this very favorable deal with you! 

Mr. Arpitesaum. What is it? 

Mr. DeWinp. Yes; what is the explanation ? 

Mr. Areptesnaum. Why Pepsi-Cola went into it / 

Mr. DeWinp. Yes. I would assume that Pepsi-Cola does not enter 
into this deal with everybody that comes along. 

Mr. Arrtesaum. You will have to ask Pepsi-Cola. 

Mr. DeWinp. What arguments did you use to persuade them to 
risk $350,000 in the market ? 

Mr. AprpLesaum. I had no argument. 

Mr. DeWinp. You just said it was a nice idea, and they said it 
was a good idea ? 

Mr. Arrrtenacm. I don’t know what the argument was, but I of- 
fered it to them and they bought it. 

Mr. DeWinp. I do not suppose any business corporation, includ 
Ing Pepsi Cola, is noted for “heads you wih tails | lose” business 
operations. What had you done for Pepsi-Cola to get this free ride 

Mr. Arpiesaum. I arranged the sale for it. 

Mr. DeWrnv. You arranged a sale for them from a company in 
which you had no interest, a company that was regularly engaged in 
the sale of sirup to them / 

Mr. Arrpresnaum. Yes, sir. 

Mr. Di WIND. So there was no finding involved. They had a clirect 
contact with that company. 

(Witness consults with his counsel.) 

Mr. ArrLtenacm. Yes; but they didn’t have the idea. 

Mr. DeWtnp. They did not have the idea of buy Ing it. 

Mr. Arrptesaum. Nor buying it nor selling it. 

Mr. DeWrnp. You presented them with that idea ? 

Mr. ArrpLenaum. Yes, sir. 

Mr. DeWrnp. And for that you got this free ride in $2 million to 
$214, million of securities / 

Mr. Arriesaum. Yes, sir. 

Mr. DeWrnp. And then you got caught in the August-September 
stock market crash in 1946, is that it? 

Mr. Arritesnaum. I don’t remember the time. 

Mr. DeWrinp. What happened? Did your margin account get 
wiped out ? 

Mr. App.enaum. I believe it did. 

Mr. DeWinp. What bank was that pledged with ? 
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Mr. Apectesaum. I think it was Marine Midland. 

Mr. DeWinp. So the stock market went down and they sold you out. 

Mr. Aprptesaum. Yes, sir. 

Mr. DeWrinp. Was that the end of Independent Industries? Was 
it wound up at that point? 

Mr. ApepLenaum. Yes, sir. 

Mr. DeWrnp. Mr. Applebaum, if the market had not broken and 
you had been able to convert those debentures to stock on the first 
conversion date, what was your potential profit / 

Mr. Aprtesnaum. That all depends on how high the market would 
go. 
Mr. DeWinp. I can see what you mean. You cannot put a defi- 
nite figure on the potential profit. 

Mr. Kean. When you sold that, or when that stock was sold out, 
of course the bank sold before the equity was completely wiped out. 
You lost your SH.000 7 

Mr. Apptenaum. Yes, sir. 

Mr. Kean. And the Pepsi-Cola Co. lost most of its $350,000, I 
suppose ¢ 

Mr. Arritenaum. I don’t know how. much they lost, but I know 
they had a loss. 

Mr. Kean. It all depends on how quickly the bank was able to sell? 

Mr. Arrptesaum. That is right. 

Mr. Kean. For their own protection. 

Mr. Aprrptesaum. That is right. 

Mr. Kean. And perhaps the Pepsi-Cola Co. may have lost a couple 
of hundred thousand dollars on your deal ¢ 

Mr. Apptesaum. I don’t know. They could have. 

Mr. Kean. I suppose they deducted that as business expense. 

Mr. DeWinp. This transaction that you went into, if the market 
went up 1 percent, say a point and a half or something like that, or 
between one and two points, if the market for A. T. & T. went up 
that much, you stood to make $25,000 on that rise. For every point 
and a half you would make $25,000. 

Mr. Arrtenaum. Yes, sir. If the amount of $214 million is correct. 

Mr. DeWinp. Yes; that is correct. So a point and half up is 
$25,000 to you and a point and half down is a $25,000 loss to Pepsi 
Cola. 

Mr. Arrpiernaum. If it would go down, they wouldn't lose, because 
it would go right back again. 

Mr. Weeman. They could only lose if it was sold there. 

Mr. DeWrnxp. How many points would it have to go down before 
they wiped you out? 

Mr. Arritesaum. I don’t know. You can figure that out. If it 
was $350,000—I don’t know that is the correct amount—I am going 
to assume that is correct, and I am going to assume 214 million, and 
you divide 35 into 25 and you get the figure. 

Mr. DeWinp. At that point Pepsi-Cola get wiped out, and that 
occurred in September ? 

Mr. Areptenaum. I don’t know what time and in what amounts. 

Chairman Kine. You may be excused, Mr. Applebaum. 

Mr. Apptenaum. Thank you. 

Chairman Kine. The committee will recess for 5 minutes. 


‘) 
Short recess. ) 
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Chairman Kine. Mr. Olson, do you solemnly swear that the testi- 
mony you will give before this subcommittee will be the truth. the 
whole truth, and nothing but the truth, so help you God ¢ 

Mr. Otson. I do. 

Chairman Kine. Sit down, Mr. Olson. 


TESTIMONY OF JAMES B. E. OLSON, DOUGLASTON, LONG ISLAND, 
N. Y., ACCOMPANIED BY WILLIAM W. KLEINMAN, BROOKLYN, 
i - 


Mr. DeWrnv. Mr. Olson, will you please state your full name? 

Mr. Otson. James B. E. Olson, O-l-s-o-n. 

Mr. DeWinpb. What is your home address ? 

Mr. Otson. 244—12 Rushmore Avenue, Douglaston, Long Island. 

Mr. DeWinp. What business are you now engaged in ¢ 

Mr. Ouson. The truck body business, sales of truck bodies. 

Mr. DeWinp. Is that the J. B. E. Olson Corp. / 

Mr. Orson. Yes, sir. 

Mr. DeWinpb. Are you the president ? 

Mr. Ouson. No, sir. 

Mr. DeWinpb. What is your official position with the company ¢ 

Mr. Otson. Chairman of the board. 

Mr. DeWinp. Do you own controlling stock interest in that 
company ¢ 

Mr. Orson. No, sir. 

Mr. DeWrxpv. Who are the other stockholders of the company ; that 
is, the principal stockholders ? 

Mr. Orson. Wallace Spielaman, and Walter Heigartner. 

Mr. DeWrnp. Could you spell those names, please ¢ 

Mr. Ouson. Yes. S-p-i-e-l-a-m-a-n, and H-e-i-g-a-r-t-n-e-r. 

Mr. DeWinp. Mr. Olson, I believe you were first appointed to a 
position in the Internal Revenue Service about 1935, is that right 

Mr. Otson. Mr. Chairman, in answer to that question I would like 
to make a brief statement. 

Chairman Kine. What was the question again, Mr. Reporter? 

(Question read by the reporter. ) 

Chairman Kine. Go ahead, Mr. Olson. 

Mr. Orson. Mr. Chairman and gentlemen, on March 24, 1952, I 
last appeared before this subcommittee sitting in executive session. 
I stated at that time my reasons for declining to answer. It seems 
to me that I have made my position perfectly plain and clear of 
record, and a complete statement of my reasons for refusing to answer. 

Therefore, I fail to understand why I was brought back here again 
from New York simply to repeat what this subcommittee and its 
counsel already know, and what is for those legitimately concerned 
a matter of record. 

Of course, I realize that what transpired before this subcommittee 
at executive session on March 24 was not published in the press be- 
cause of the confidential status of such proceedings, and I am con- 
strained to conclude that the sole purpose in bringing me and my 
counsel back today is to get this story printed in the newspapers and 
broadcast over the radio. 

This course of conduct confirms what I have stated on March 24, 
and what I am forced to repeat today, that this inquiry has gone 
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beyond the scope of its constitutional authority, that is not per- 
forming a legislative function insofar as I am now concerned. 

In order to state my present position, it will be necessary first for 
me to review very briefly what has already transpired. 

On August 3, 1951, I voluntarily appeared before the special agent 
in charge of the New York office of the Intelligence Unit, Treasury 
Department, and under oath testified fully and completely in response 
to all questions put to me. I have already appeared and testified 
before this committee at executive and public sessions six times; 
specifically, on August 23, September 10, 11, 12, and 26, of 1951, and 
March 24 6f 1952. I have also appeared and testified on September 
25, September 26, 1951, before the Senate investigating subcommittee 
of the Committee on Expenditures in the Executive Departments. 

All my personal books, papers, and records have been produced 
before this committee pursuant to subpena, and have been available 
to it or in its possession for many months past. I have answered al! 
questions to the best of my ability, even where it was clearly evident 
that the questions put to me could not possibly assist this committee 
in its proper legislative function and were not within the scope of its 
authority, but were designed to compel me to disclose my personal and 
private affairs. 

On only one occasion, on advice of counsel, did I decline to comply 
with the direction of one counsel of this committee. 

Nevertheless, under threat of being cited for contempt, I gave 
testimony which was the equivalent of the written document that 
counsel to the committee directed me to prepare. 

All my personal records and private bank records, the bank records 
of my wife, the records of private business with which I was or am 
presently connected, have been produced before this committee. The) 
have been and now are being examined and investigated by specia! 
agents of the Treasury Department, acting independently of and i 
collaboration with this committee. 

The developments, since | appeared before this subcommittee and 
adopted the attitude of cooperation I have already mentioned, have 
been such as to demonstrate clearly to me, and I think also to any fai 
minded citizen, that the present purpose of this examination into and 
investigation of my affairs is an attempt to establish, or aid in estab 
lishing, that I violated the law. However, much as I might desire it, 
I cannot cooperate to the extent mentioned, when to do so will o1 
may involve a waiver of my constitutional privilege and immunities 

As you know, a special Federal grand jury investigation has been 
begun into my affairs. I must, therefore, assert to the fullest extent 
all my constitutional rights, and now do. That the present purpose 
of this investigation is punitive in its nature and that the record is 
against me personally is borne out by the fact that one of the specia! 
agents working for this committee has informed my counsel that if 
he found I had received or spent more money than I could account for, 
he would see to it that I would be indicted and prosecuted. 

The special Federal grand jury | refer to was impaneled for the 
Eastern District of New York on or about February 11, 1952. The 
members thereof were instructed by Judge Robert A. Inch that they 
were empowered to investigate, among other things, income-tax eva- 
sion of, and corrupt practices of, Government employees or officials. 
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Preparatory to the impaneling of that grand jury on February 11, 
1952, all my personal bank records and those belonging to my wife 
were subpenaed by the United States attorney for the Eastern District 
of New York from the possession of my accountant, for production 
before that grand jury. 

This subcommittee was then in session in California. According to 
press reports, the Assistant Attorney General in charge of the Criminal 
Division had indicated that this grand jury is aimed directly at me 
and others. It has also been reported that the Attorney General had 
directed the local United States attorney to commence a grand jury 
investigation. 

It has also been reported that the chairman of this committee has 
publicly stated that the action thus taken by the United States attorney 
and the Attorney General was calculated to impede this committee 
and whitewash me and others who are the target of the grand jury 
investigation. The conflict between this committee and the Attorney 
General's office has resulted in heated accusations and counteraccusa- 
tions between this committee and the Department of Justice during 
which the files of this committee, including those of the special agents 
to whom I referred before, were removed to Washington. 

I have already been questioned to the point of exhaustion concern 
ing my personal income and expenditures, as well as my official con- 
duct. The point has now been reached where it becomes perfectly 
plain and clear that the purpose of this committee in questioning me 
further is no longer legislative and within its sphere of authority, but 
a direct attempt to establish that I have violated the law. 

If I have violated the law, there are well-defined procedures within 
the framework of the Constitution of the United States under which 
I, as a citizen, would be afforded the same rights as any other citizen. 
[ am referring to the rights enumerated in the fourth, fifth, and sixth 
amendments of the Constitution of the United States, to be secure 
against any unreasonable searches and seizures; to have the charges 
against me heard by a grand jury in secret session, and I respectfully 
remind you that such a grand jury has been impaneled for such a 
purpose; to be free from any compulsion to be a witness against 
myself or to make any statements or disclosures that might tend to 
incriminate me; and not to be deprived of liberty or property without 
due process of law, to be informed as to the nature of the charges made 
against me before even being required to answer; to be confronted by 
witnesses and to have the right to cross-examine and to have the right 
and benefit of counsel. 

These are my bulwarks against an unlawful deprivation of my 
liberty. Even a grand jury inquiring into my personal or official 
duties must respect them. You, a legislative committee, cannot, I 
respectfully suggest, accord me less. To be required to testify at this 
time would be, I am advised by my counsel, in direct violation of my 
constitutional rights and guarantees referred to. 

I have also been advised by my counsel that the present query pur- 
sued by this committee as it relates to me is not within the valid exer- 
cise of its legislative function and is outside of the scope of its con- 
stitutional power. 

For these reasons, I respectfully refuse to answer. 

Chairman Kine. We are to understand, then, Mr. Olson, that you 
refuse to answer questions regardless of the nature of the questions? 
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Mr. Ouson. Mr. Chairman, I refuse to answer on the grounds and 
for the reasons that I have stated. 

Chairman Kine. Well, I can only say this, Mr. Olson: The claims 
of many men who have been subpenaed to appear before this com- 
mittee have been much the same as you have related in your statement : 
First, that we have exceeded our authority, exceeded the jurisdiction 
of a congressional committee going far beyond the purpose of a 
legislative committee. I can only say that such claims, I believe in 
all fairness, could be stated to be at least debatable. 

The investigation of your acts, Mr. Olson, has been continuing. 
You have stated in your statement that you have knowledge that you 
are yet being investigated. That is true. I, for one, do not believe 
you have either a legal or a proper right to refuse to give information 
to this committee that it wishes, that it feels it must have asa legisla- 
tive group. I know that it has not been a pleasant thing for you. I 
certainly want you to understand my position. It is de] plorable, per- 
haps, that a man has to be continually brought before this and other 
committees to afford the committees opportunity to acquaint them- 
selves with his behavior as a Federal public official. 

With that, I will now close my observation upon your statement. 

Do any other members wish to ask any questions? 

Mr. Kean. Mr. Olson, you did not answer the first question as to 
whether this statement means that you are going to refuse to answer 
any questions, or just certain questions. 

Mr. Orson. In view of all the questions at the numerous meetings 
before this committee that have been put to me, I respectfully refuse 
to answer for the reasons already stated. 

Mr. Kean. What reasons? Your statement was vague and did not 
give any specific reason. Is it on the ground of self-incrimination ? 

Mr. Orson. Among others, sir. 

Chairman Kine. You know, Mr. Olson, that to have belief that 
this committee is going beyond its proper bounds would hardly be a 
safe premise upon which to refuse to answer its questions. And the 
further fact that you have had afforded you statements made by me 
and other members of this committee, printed in the press, that have 
aroused your feelings or seem to indicate the surpassing of my au- 
thority or that of any other member of this committee, would not be a 
valid ground for you to perhaps refuse to answer questions. 

Mr. Otson. Mr. Chairman, I have nothing to say to that except that 
I respectfully refuse to answer for the reasons already stated. 

Mr. Byrnes. I might suggest, Mr. Chairman, you might allow coun- 
sel to pursue his inquiry, and the witness can raise what objection he 
might have to specific questions asked. 

Mr. DeWinp. Perhaps we could get at it this way: Mr. Olson has 
referred to the numerous meetings and the information he has given 
the committee and the staff. 

Now, am I to understand on August 23, 1951, Mr. Olson—you 
appeared before the staff of the poe aad and were questioned 
that day at some length—I gather that is one of the cases on which 
you say you have given freely to the committee information that 
was asked of you, is that right ? 

Mr. Orson. I respectfully refuse to answer on the grounds that I 
have previously stated. 
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Mr. DeWinpb. On what grounds are you refusing? Will you please 
specify / 

Mr. Otson. Mr. DeWind, would you like me to read the whole state- 
ment over again ¢ 

Mr. DeWrnp. I would hope not. I hope you will specify your 
grounds for refusal. 

Mr. Oxison. For the reasons stated in my statement. 

Mr. DeWrnp. Mr. Chairman, I think Mr. Olson should be directed 
to answer the question. 

Chairman Kine. Read the question back, Mr. Reporter. 

(The question was read by the reporter.) 

Mr. Kiernman. Does that require an answer 

Mr. DeWinp. You appeared on August 23, 1951, and were ques- 
tioned by members of the staff of the subcommittee. Is that one of 
the occasions on which you now say you appeared and freely gave 
information requested by the committee / 

Mr. Orson. | respectfully refuse to answer any statement for the 
reasons already mentioned in the statement that I have made. 

Chairman Kine. Mr. Olson, I direct you to answer that question. 

Mr. Outson. Mr. Chairman, I respectfully refuse to answer for the 
reasons already stated. 

Mr. Kean. The reasons are not specific. It is practically a political 
speech put in the record. I do not see any specific reason. I would 
like to know what the reasons are. 

Mr. Byrnes. Is your refusal to answer that particular question 
based on the belief that the answer would tend to be incriminating / 

Mr. Ouson. For all the reasons, Mr. Byrnes, that I stated, includ- 
ing that. 

Mr. Byrnes. In other words, you believe that that would be 
incriminating ? 

Mr. Oxson. For all the reasons that I stated, Mr. Byrnes, including 
that. 

Chairman Kine. Do you believe, Mr. Olson, the fact that it has been 
necessary to have you several times before the staff of this com- 
mittee and before the committee is a just and proper ground to refuse 
to cooperate further / 

Mr. Orson. I have stated my position in the statement that I have 
read, and I respectfully refuse to answer any further questions. 

Chairman Kine. Do you believe that what you have been told, 
that was reported to have been said by the assistant United States at- 
torney, which you have not seen fit to determine the validity of, the 
truthfulness of, should be used by you here today as a basis for refusing 
to answer questions of this committee / 

Mr. Otson. Mr. Cheirman, I can’t answer that statement except 
as I have already stated in my statement. 

Chairman Kine. Do you believe or have you been advised, because 
your attention has been directed to certain coverage of the press 
with respect to some statements that have been alleged to have been 
made by members of this committee, they would constitute proper 
legal grounds for refusing to answer further the questions that may 
be put to you by this committee ? 

Mr. Orson. I am not going by, Mr. Chairman, any particular 
statement in the newspapers. I am just going by the statement that 
I read, as it developed, as has been going on for several months. 
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Chairman Kine. Mr. Olson, you have referred to the statement 
which you have just read to this committee as a basis for your re- 
fusal to answer questions here. I am merely citing some pertinent 
matter that you read in your statement, and I ask you if each or any 
of these form, in your opinion, a proper ground to refuse to answer 
questions. 

You see, you are not claiming a privilege. You are claiming some 
how that because of what you have read, what you have been told, 
and the fact that you have been before the committee more than one 
time, is constituting somehow, in your mind, a proper ground for 
refusal to cooperate at all with this committee or answer its questions, 
even the simplest of questions. 

Mr. Oxson. Mr. Chairman, I just can’t take one statement out of 
context of my whole statement. I stand on the ground of my state- 
ment as a whole. 

Mr. DeWinpv. Mr. Olson, could you give to a member of our staff 
a copy of your statement ? 

Mr. Kirryman. I will provide you with one. Most of this is in 
handwriting. 

Mr. DeW inp. You have no copy there? 

Mr. Kier~man. Not a completed one. I will get you one. 

Mr. DeWinv. We will, of course, get it from the reporter; but at 
the moment you do not have a copy ? 

Mr. Kriemyman. I could let you use a handwritten copy. Will you 
return it? 

Mr. DeWinp. We will return it, of course. 

Mr. Olson, in your statement just made, as I recall, you said that 
you had appeared before the committee and its staff on a number of 
occasions and answered all of the questions that were put to you. 
Now, I am asking you, in that connection, was one of those appear 
ances your appearance on August 23, 1951? 

Mr. Orson. Yes, sir. 

Mr. DeWinp. Now, that was one of the occasions on which you say 
you answered all the questions that were put to you, is that right? 

Mr. Ouson. Yes, sir. 

Mr. DeWrxp. You answered all those questions at that time 
accurately ? 

Mr. Orson. I answered them to the best of my ability at that time. 

Mr. DeWrnp. Are any of the answers you made at that time now 
known to you to be false or erroneous? 

Mr. Oxson. [ respectfully decline to answer on the grounds pre- 
viously stated. 

Mr. DeWrnp. You just said that you answered the questions on that 
date in substance to the best of your ability. 

Mr. Orson. I respectfully refuse to answer on the grounds already 
stated. 

Mr. DeWrinp. But, Mr. Olson, you did answer. I just asked you, 
in substance, to the effect whether that was one of the occasions on 
which you answered the questions accurately. You said to the best 
of your ability at that time, you did. 

Mr. Orson. Mr. DeWind, you asked me questions and I answered 
them. 

Mr. DeWrnp. I suggest that, having answered that question, the 
next question is a perfectly proper one that you must also answer. 
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Mr. Otson. I respectfully decline to answer for the reasons I have 
stated. 

Mr. DeWrnp. Mr. Chairman, I think Mr. Olson should be directed 
to answer the question. 

Chairman Kine. I hereby direct you to answer the question, Mr. 
Olson. 

Mr. Orson. Mr. Chairman, I respectfully decline to answer for the 
reasons already stated. 

Mr. DeWinp. When you say you answered questions on August 23, 
1951, to the best of your ability at that time, just what do you mean 
by that ? 

Mr. Orson. I decline to answer for the reasons already stated. 

Mr. DeWrnp. Did you knowingly and willfully make any false 
answer to any quest ions put to you on that date? 

Mr. Otson. I decline to answer for the reasons already stated. 

Mr. DeWinpv. Then, your position here today, that you have given 
this committee all of the information that it has sought on prior 
occasions except in this executive session a few weeks ago, is not an ac- 
curate statement. You now say that there may have been some 
doubt about the questions answered at that time ? 

Mr. Kiernman. Mr. Chairman, may I be heard on the question put 
by Mr. DeWind? 

Chairman Kine. Will you repeat the question? Read back the 
question. 

(The question was read by the reporter. ) 

Chairman Kine. For what purpose do you wish to make a state- 
ment ¢ 

Mr. Kietnman. I wish to call your attention to the form of the 
question. I wish to call your attention to the fact that Mr. Olson has 
asserted his constitutional rights and privileges. Mr. Olson has also 
challenged the authority of this committee to question any further. 
I submit that in attempting to circumvent Mr. Olson’s position as he 
has stated it is an unfair attitude for counsel to take. 

This question is unanswerable in the light of Mr. Olson’s position 
as he has stated it. 

Mr. DeWrnp. In that connection, if I might read at this point a 
question and answer that occurred on August 23, 1951, at that time 
Mr. Schachner, special counsel to the committee, said to Mr. Olson, 
in part: 

Now, your appearance is voluntary any how, but if there is any topic which you 
think might fall under that privilege 


referring to privilege of self-incrimination— 


you tell us about that and we won't ask you any questions about it 

Mr. Oxson. I have no objection 

Mr. ScHACHNER. You do not see that any topic would fall under that privilege? 

Mr. OLson. No, sir 

I suggest at that point that Mr. Olson waived any privilege against 
self-incrimination he may have had the right to claim. 

Mr. Kirernman. Mr. Chairman, since that is a legal point, may I be 
heard again? 

Chairman Kine. Yes. 

Mr. Kie:nman. I submit, Mr. Chairman, that Mr. Olson has a right 
to assert his constitutional rights and privileges even at this time, 
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despite what he said on the date mentioned by counsel—at which time, 
incidentally, he was not represented by counsel. I submit that Mr. 
Olson has a right at any time, or it may be a moot question, but it is 
my Opinion, that he has a right at any time when the investigation 
has indicated clearly, as it has to us, that its purpose is—and I say 
this most deferentially—illegal and unconstitutional, to reassert his 
constitutional privilege. That is what he is doing now. 

Chairman Kiva. In other words, do I understand, Mr. Counsel, or 
will L be correct in understanding, that when Mr. Olson refuses to 
answer a question put by this committee on the grounds of the state- 
ment read by him he is claiming a constitutional privilege. 

Mr. Kieinman. Yes, sir; in part, that is exactly right, sir. I don’t 
want to quibble with you, Mr. Chairman. I say you are right as far 
as you go, but he is not only claiming a constitutional privilege or his 
constitutional privileges; he is also attacking the authority of this 
committee at the present time. 

Chairman Kine. Then would it not perhaps be better, particularly 
for us who are laymen on this committee, to have Mr. Olson decline 
or refuse to answer by stating, “First on the grounds of possible self 
incrimination, and the balance of the statement that I have read”? 
That would satisfy me. 

Mr. Kietnman. If you would prefer it that way, we have no ob- 
jection on behalf of Mr. Olson. I have no objection for the record to 
show that Mr. Olson’s claim, to paraphrase what he has read in the 
statement at the outset, is one which includes self-incrimination as 
well as the other constitutional privileges mentioned therein, as well 
as an attack upon the sphere or the authority of this committee at 
the present time. 

Chairman Kine. Does my interjection at that point, Mr. Counsel, 
help you? 

Mr. DeWinp. I would like to ask, Mr. Olson, in that connection, 
whether you are taking the position that, as to any and all questions 
that may be asked you here, the answer might tend to incriminate you! 

Mr. Kiuetwman. Mr. Chairman, may I again be heard? 

Chairman Krne. You may. 

Mr. Kietnman. The way Mr. DeWind puts it, we would have to be 
clairvoyant to find out in advance what he has in mind that he might 
ask Mr. Olson. 

Mr. DeWtnp. Precisely. are you claiming, in advance of any ques- 
tion that has been asked, that you will not have your client answer on 
the erounds of possible sel f-incrimination ? 

Mr. Kiernan. I claim that we have already answered numerous 
questions on innumerable occasions, and we feel that any further 
questioning by this committee is not within the proper sphere of its 
legislative function. 

Further, if it concerns Mr. Olson’s personal conduct, either as a 
private citizen or an an official, he has a right to claim his constitu 
tional privilege. Included is that against self-incrimination. 

Mr. DeWinp. I understand that in advance of any questions that 
have been asked, you are declining to have your client answer ? 

Mr. Kieran. If you wish to go through the ritual of asking a 
thousand and one questions and have us state our reasons in answer 


TO em h quest ion. 
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Mr. DeWrnp. I want to know if you are advising your client, in 
advance of the questions asked, to decline to answer all questions / 

Mr. Kiernman. What I have advised my client, he has stated in 
the statement that has been read. 

Mr. DeWinp. Obviously, in advance of the questions that will be 
asked, you are not declining on the grounds of possible self-incrimi- 
nation ¢ 

Mr. Kiernan. I take it that is a rhetorical question ¢ 

Mr. DeWinp. No. 

Mr. Kuernman. Do you want me to quibble with him, Mr. Chairman? 

Mr. DeWInp. I want your position clear. If you are having Mr. 
Olson refuse in advance to answer any and all questions, then I want 
to know whether, as part of that refusal, is the fact that the answer 
might tend to incriminate him. 

Mr. Kiernan. That is correct. 

Mr. DeWinp. Even though the question has not yet been asked ? 

Mr. Kiemnman. Well, we get back to the point at the beginning, 
Mr. DeWind. You have our position. I see no purpose, and I 
suggest this most respectfully to the committee, I see no purpose 
in going through the idle ceremony of asking a thousand or a few 
thousand questions, because undoubtedly these things may be links 
inachain which might incriminate Mr. Olson. I think the committee 
is sufficiently aware that the law does not require that the specific 
answer to the specific question, per se, be incriminatory, per se, but it 
may lead to other things. And we have had our experience with Mr. 
De Wind, and this committee, in how one question leads to another: 
and therefore, we have taken the position that we have. 

Mr. DeWrnp. I am trying to understand that position. What I 
believe I understand is that you are saving that regardless of what 
the question is, and regardless of the nature of the question, in ad- 
vance you are saying Mr. Olson will not answer. 

Mr. Kieryman. Mr. DeWind, you are not going to get me in a 
position to commit my client so that you may say later he refuses to 
answer a perfectly simple or harmless question. I submit, all ques- 
tions that might be relevant to this inquiry Mr. Olson has already 
stated his position on. 

Mr. DeWrnp. Do I understand that, as to all questions that might be 
relevant to this inquiry, Mr. Olson will decline to answer on the 
ground of possible self-incrimination ? 

Mr. Kietnman. We also decline to answer on the ground some of 
the questions are not relevant to the proper scope of this inquiry. 

Mr. DeWrnp. I am asking, as to questions that are relevant, are 
you advising Mr. Olson to decline to answer all questions, in advance 
of their being asked ? 

Mr. Kietyman,. On the ground that the questions may tend to self- 
incrimination. 

Mr. DeWinpv. Are you saying that, in advance, as to any question 
which may be relevant to the scope of this inquiry, Mr. Olson will 
be directed to answer it and will not answer it ? 

Mr. Kieinman. Mr. Chairman, may I decline to answer Mr. De- 
Wind’s question? We are going over the same point all over again. 

Mr. DeWinp. Mr. Chairman, I am trying to avoid, if possible, any 
unnecessary questioning of Mr. Olson. In advance of that, I simply 
want to get what the position is. 
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Chairman Kine. It is a little difficult, Mr. Kleinman, the way I 
understand it—and I want to observe now in my own fashion what 
seems to be a problem if we are going to follow your suggested proce 
dure. If our counsel proceeds with questions that are plainly, in 
themselves, far from the sort that would tend to incriminate Mr 
Olson, Mr. Olson would be advised not to answer for the reason that 
from those questions, if answered, in connection with others that may 
or may not be answered, there can be a chain developed of the whole 
that might be self-incriminating. Then if a question is asked dealing 
with, let us say, Mr. Olson’s financial affairs, private business affairs, 
that could perh: ips itself be the sort that would tend to incriminate 
or may incriminate, you would likewise advise him not to answer that 
one. So now Iam merely just seeking for a basis to work from. If 
I am at all correct on these two phases, it is sufficient, then, for us to 
believe that he is not going to answer any questions. 

Mr. Kuetnman. I would give a great deal to be able to agree with 
you entirely so as to shorten this proceeding. I appreciate the hour 
is late, and we have been here for a couple of days. Generally, what 
you have said, Mr. King, is correct. As I told Mr. DeWind, I don’t 
want to be placed in the position of having it appear later that we 
have taken an arbitrary stand. I think our good faith has been indi 
cated, [ might say, by the hundreds of pages of testimony that have 
been elicited by the questions of counsel and the answers that Mr. 
Olson has already given you. 

At this point, I thought our statement clearly indicated the position 
we were going to take with respect to any further questions or answers. 
I don’t want to either summarize or repeat what we have said before 
in our statement. I don’t know how we can put it more clearly than 
that, Mr. King. 

Chairman Kine. Then if this committee, at the commencement of 
its business months and months ago, had had witnesses before it whose 
counsel would have advised their clients, as you evidently have, “You 

hall not answer any question because even answering those questions 
ths at are of the most simple nature, they can lead in a chain to consti 
tute, ina group, self-incriminating information,” we would have closed 
this hos with the second witness and not have gotten anywhere, and 
would have obtained no information. Am I correct in that? 

Mr. Kiernman. No; I don’t think so, sir. I appreciate that this 
question of constitutional rights is a rather complicated one in the 
Federal law. The situation has changed since Mr. Olson first ap- 
peared before this committee. For one thing, Mr. Olson is now 
specifically the target of a Federal grand jury investigation, and 
even the slightest word that appears can be repeated by the agents 
who are present as witnesses before that grand jury. We are in a 
different position today from what we were then. 

I have stated before that what we are doing, in effect, because Mr. 
DeWind has brought it up, is reasserting a constitutional right which 
perhaps we could have asse — at the very beginning of this invest) 
gation. I grant you that, sir. And perhaps Mr. DeWind will not 
agree with me on this, but we have not waived our privilege and we 
have not relinquished it. We feel that because of the things that have 
happened during the past 6 or 7 or 8 months, we are now entitled 
to claim our constitutional privilege, and now do so; and we do it in 
good faith as indicated by the six prior occasions when we were before 
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this committee, including the last one, which was an executive session. 
You may the recall the testimony that was elicited at that time. We 
do not want to be obstreperous. 

Chairman Kine. I am sure you do not. 

Mr. Kierynman. But I think we have stated our position just as 
clearly as we can. 

Chairman Kine. The thing, however, comes back to me, Mr. Klein- 
man, that at least it would simplify the matter if Mr. Olson would 
proceed, as other witnesses have before the committee, in making 
clear that he is not going to answer any of the questions put to him, 
by claiming his constitutional privilege against self-incrimination. 
To me, at least, it seems at the moment I would be satisfied. It is 
the ones for which you only half claim it or partially claim it, or 
perhaps do not claim it at all—— 

Mr. Kiernman. We do claim it. There is no question about it. 
We do state that among the reasons for declining to answer the ques- 
tions put to us here today. 

As you recall, Mr. King, we have also stated other reasons. One 
of them is, as I have said, our belief that the committee is now violat- 
ing its constitutional authority, and another one is that we are now 
actually at the present time the subject of an investigation by a special 
Federal grand jury within our jurisdiction. And we decline to answer 
for those reasons. 

Mr. Kean. May I ask a question as a layman? Can anybody be 
incriminated if he is not guilty ? 

Mr. Kiernman. Yes. 

Mr. Kean. How? 

Mr. Kiernman. That is a very interesting philosophical subject, 
Mr. Kean. There are cases which any lawyer could mention. 

For example, you take the case of a man who has said something 
in good faith and then somebody else says something else which is 
contrary to that; and there is some other evidence, which might be 
circumstantial in nature, to give support to what the other man said. 
And the one who first uttered the statement, in good faith, finds him- 
self the subject of an indictment for perjury, let us say. 

Now, that is a strong possibility in many cases. People have been 
indicted who have been innocent, you know, and a man may give, quite 
innocently, information which seemingly is unimportant or, as I 
stated before, not incriminating in and of itself, and yet, that would 
be a credence to a charge or a suspicion that the man did’something 
which is illegal, and upon his own statement he might find himself 
indicted. 

Mr. Kean. I should say that, following out the logical conclusion 
to what you say, nobody ought to talk at any time, anywhere. 

Mr. Kueinman. That would be excellent advice, Mr. Kean. 

Mr. Kean. That would be excellent advice for some Congressmen. 

Mr. Curris. Mr. Chairman, it occurs to me that maybe we had 
better ask a few questions, and develop what his position is as we go 
along. 

Mr. DeWinp. At this point, for the record, in view of what Mr. 
Kleinman has said, I would like to say I was not trying to get the scope 
of your refusal and objection to lead Mr. Olson into any trick ques- 
tion. I was trying to find out whether, on any relevant or pertinent 
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inquiry put to Mr. Olson, the position was, in advance, that no such 
query should be answered. 

Mr. Kurinman. I understand, Mr. DeWind. I think, in a word, 
we could say that is our position. 

Mr. DeWinp. Let me say one more thing now. Is part of that 
refusal a claim of possible self-incrimination ¢ 

Mr. Kueinman. Yes. 

Mr. DeWinp. So, then, the basis is, as to any and all pertinent and 
relevant inquiries, you are asserting that Mr. Olson will refuse to 
answer in part because of possible self-incrimination ¢ 

Mr. Kieryman. That is correct, Mr. DeWind. 

Mr. DeWinp. Mr. Olson, is that your position, that your counsel 
just stated ¢ 

Mr. Oxson. Yes, sir. 

Mr. DeWrnp. You adopt what he has said as your position? 

Mr. Ouson. Yes, sir. 

Chairman Kine. The committee, then, will adjourn until 2 p. m. 
tomorrow. I will ask, Mr. Kleinman, that you be here at 2 o’clock 
with Mr. Olson. 

Mr. Kiersman. Mr. King, we came here prepared to testify yes- 
terday, as you know, yesterday morning, and we have been here for 
2 days now. I respect fully ask you to conclude our hearing, if at 
all possible, today, because I cannot be here in Washington any longer. 
Il left my office hoping that I would return last night. I am afraid 
that by adjourning again, and in view of what we have already said, 
I shall have to absent myself. Mr. Olson will be without counsel 
tomorrow, if he remains. 

We do not want to be in defiance of this committee, but I am sure 
that within a few minutes it could be decided just how much further 
you are going to go with us. 

Mr. DeWinp. Mr. Chairman, might a few more questions be put to 
Mr. Olson before we consider this request of Mr. Kleinman? 

Chairman Kine. Very well. 

The committee will reconvene. 

Mr. DeW1np. Mr. Olson, in your statement today you said, in part, 
“All my personal books, papers, and records have been produced 
before this committee pursuant to subpena, and have been available to 
it or in its possession for many months past. I have answered all 
questions to the best of my ability, even where it was clearly evident 
that the questions put to me could not possibly assist this committee 
in its proper legislative function and were not within the scope of its 
authority, but were designed to compel me to disclose my personal 
and private affairs.” 

I direct your attention to this statement: “I have answered all 
questions to the best of my ability,” and I ask you whether all of these 
questions that you say you have answered to the best of your ability, 
have been answered by you truthfully and accurately and with no 
willful or intentional error? 

Mr. Otson. To the best of my ability, IT answered all questions at 
the time that they were put to me to the best of my ability: and fur 
ther than that, I respect fully refuse and decline to answer any further 


quest ions. 
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Mr. DeWinp. May I ask, by this phrase “to the best of my ability,” 
are you intending to state by that that you answered all questions 
truthfully and accurately to the best of your ability ¢ 

Mr. Orson. I respectfully decline to answer for the reasons stated. 

Mr. DeWrnpb. You understand, Mr. Olson, I am questioning you 
about a statement you made here today. You said you answered all 
these questions “to the best of my ability.” Now, I am asking, in 
making that statement are you stating that you answered them ac- 
curately and truthfully to the best of your ability; and do you decline 
to answer that question / 

Mr. (OLSON. All the questions that I answered were to the best of 
my ability: and beyond that I refuse to answer, for the reasons stated. 

Mr. DeWINp. Mr. Chairman, | sugvest that he be clirected to 
answer that question. 

Chairman KING. I he reby direct you to answer that question, Mr. 
()lson. 

Mr. Ousox. Mr. Chairman, I respectfully decline, for the reasons 
stated. 

Chairman Kine. Mr. Olson, you may be excused now, subject to 
further call of this committee. 

[ suggest, Mr. Kleinman, that you talk with counsel before you 
leave. 

Mr. Kiernman. I will. 

Chairman Kine. The committee will now adjourn until 2 p. m. 
tomorrow. 

(Whereupon, at o:50 Pp. m., the hearing was adjourned until 2 
p. m.. Wednesday, \pr 1 30, 1952.) 
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WEDNESDAY, APRIL 30, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or THE CoMMITTEE ON Ways AND MEANS, 
W ashington, DC. 

The subcommittee met at 2 p. m., pursuant to recess, in the main 
committee room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present : Representatives King, O’Brien, Kean, Curtis, and Byrnes. 

Also present: Adrian W. DeWind, chief counsel to the subcommit- 
tee; Donald Schapiro, assistant counsel. 

Chairman Kine. The committee will be in order. 

Mr. Sokoloff and Mr. Haley, please. 

Mr. Kean. Mr. Chairman, before they are sworn, may I make a 
statment ¢ 

Chairman Kine. Mr. Kean. 

Mr. Kran. Mr. Chairman, yesterday the Senator from Delaware 
called attention in a speech in the Senate to what seems to me to be a 
somewhat amazing and somewhat dangerous decision by the Depart- 
ment of Internal Revenue in December of 1948. It is unfortunate 
that at this time when people are necessarily politically minded that 
something comes up which involves a unit of one of our major political 
parties, but I think this committee should at the first opportunity, on 
the first free day, call up Mr. McLarney, who made the decision, and 
find out the whole circumstances. We ought to find out from him 
not only what caused the decision, but also whether anybody else in 
either party has been granted the same kind of treatment that was 
granted to these three persons. 

There is another point in the decision that interested me very much, 
and that was the decision saying that a gift to the Young Democratic 
Convention was a tax-free gift. I have made contributions annually 
to the Young Republican Convention in New Jersey—not a very big 
gift, but a small gift—but I never thought that under any possible 
circumstances it was a taxable deduction. If it is, maybe I ought to 
revise my income tax to take these deductions. But I think it is a 
most unusual decision and not one that ought to stand up. 

Mr. Curtis. Mr. Chairman. 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. I feel that the situation ought to be aired. The charge 
has been made, and it does involve something that makes many 
citizens wonder and ask questions, and I believe this committee should 
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provide the forum to look into it, and find out whether it is right or 
wrong. 

Mr. Kean. And promptly. 

Mr. DeWrnp. Mr. Chairman, as you know, the staff has already 
undertaken to get all the facts from the Bureau of Internal Revenue 
concerning these cases, and inquiries have already been made. 

Chairman Kine. I certainly agree with what Mr. Kean and Mr. 
Curtis have said. I might ask if the Senate committee or any 
member of it has seen fit to send what information they may have 
had to this committee ? 

Mr. DeWrnp. We have had no communication, or at least I have 
had no communication, from the Senate committee. 

Chairman Kine. All I know is what I was told and what was 
printed in the newspaper. It somewhat restricts whatever I may 
want to say on the subject, and I am certainly in accord with the 
statement of the other gentlemen, and we will expect, then, the staff 
to have soon some material to present to us. 

Mr. DeWrnp. Yes, sir. 

Chairman Kine. Very well. 

Would each of you raise your hand, and be sworn, please / 

Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Soxororr. I do. 

Mr. Hatey. I do. 


Chairman Kine. Be seated, gentlemen. 


TESTIMONY OF GILBERT F. HALEY, SPECIAL AGENT, INTELLI- 
GENCE DIVISION, AND SOL SOKOLOFF, REVENUE AGENT, UPPER 
NEW YORK DISTRICT, BUREAU OF INTERNAL REVENUE 


Mr. DeWrnp. Mr. Haley, would you give your full name, please ? 

Mr. Haury. Gilbert F. Haley 

Mr. DeWrnp. Mr. Sokoloff, will you give your name, please ? 

Mr. Soxotorr. Sol Sokoloff. 

Mr. DeWrnp. Mr. Haley, you are a special agent for the Bureau of 
Internal Revenue in the Intelligence Division ? 

Mr. Haury. Yes, sir: I am. 

Mr. DeWinp. What is your regular post of duty? 

Mr. Harter. Washington, D. C. 

Mr. DeWrnp. You have been engaged on an investigation of Mr. 

. B. E. Olson, have you not ? 

Mr. Harry. Yes, sir; I have. 

Mr. DeWinp. When were you assigned to that investigation ? 

Mr. Hater. September 26, 1951. 

Mr. DeWinp. And you are assigned to work jointly with the staff 
of this committee, is that correct? 

Mr. Harry. That is correct, sir. 

Mr. DeWinp. Mr. Sokoloff, you are a revenue agent in the upper 
New York district? 

Mr. Soxouorr. Yes, sir. 

Mr. DeWinp. How long have you been working on this joint inves- 
tigation ? 
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Mr. Soxoiorr. I was assigned October 3\ ), 1951. 

Mr. DeWtnp. Mr. Haley, could you please outline the nature of 
the investigation that you and Mr. Sokoloff have made of Mr. Olson’s 
affairs? 

Mr. Hater. We have been conducting more or less a dual investi- 
gation; one, an Income tax investigation, and the second, a joint inves- 
tigation in looking into the official acts and conduct of Mr. Olson 
while he was supervisor of the New York District of the Aleohol Tax 
Unit. Our major investigation has been pertaining to his financial 
affairs. We have attempted to ascertain total receipts and his total 
expenditures for the pel iod 1947 through 1950, while he was serving 
as supervisor. 

Mr. DeWrnp. That investigation would bear on both aspects of 
your work, that is, the possible tax liabilities and also possibly on the 
official conduct in his office ? 

Mr. Hater. That is correct, sir. 

Mr. DeWinp. Now, in the course of that examination, have you 
gone into all of the available back records and tax returns and account- 
ing records of Mr. Olson ? 

Mr. Hater. We have made and are still making a complete analysis 
of all known expenditures, by check and by cash. We have examined 
his tax returns, all of his accounting records, his personal corre- 
spondence files and other information and data he has furnished to us. 

Mr. DeWrnp. Have you been able to obtain Mr. Olson’s bank 
records during the period covered by your investigation, that is, can- 
celed checks and bank statements? 

Mr. Harey. Yes, we have. 

Mr. DeWinp. What period has your investigation covered ? 

Mr. Hatey. From the period 1945 through 1950, inclusive. 

Mr. DeWrxp. You have canceled checks on his bank accounts for 
all that period ? 

Mr. Harey. No, sir. We have canceled checks only for the period 
1947 through 1950 for Mr. Olson personally, and from 1945 through 
1950 for Mrs. Olson. 

Mr. DeWinp. Did Mr. Olson say what had happened to the can- 
celed checks for the vears 1945 and 1946? 

Mr. Harey. Only that they had been destroyed in the normal 
course of events. 

Mr. DeWinp. But you have found canceled checks covering the 
entire period that he was supervisor of the Aleohol Tax District of 
New York ? 

Mr. Hatey. That is correct, sir. 

Mr. DEWtnp. Mr. Olson had an accounting firm take care of his 
affairs in part at least, did he not ? 

Mr. Hatry. Yes: he did. 

Mr. DeWinxp. What firm was that ? 

Mr. Hautey. That was the firm of Fred Landau. 

Mr. DeWinpv. That is a New York certified public accounting firm / 

Mr. Havey. Certified public accountants of New York City: yes, 
Sil 


Mr. DeWixp. Did they maintain all the accounting records that 
Mr. Olson had ? 
Mr. Hatey. Yes: they did. 


Hprs5e by ye pt. 4 
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Mr. DeWrnp. Did they prepare his tax returns? 

Mr. Haxey. Yes; they did, sir. 

Mr. DeWinp. What type of accounting records did Mr. Olson—— 

Mr. Soxororr. May I make one correction to that statement. Sig- 
mund Pines made his 1945 and 1946 tax returns. 

Mr. DeWrnv. And the Landau firm took it over in 1947? 

Mr. Soxororr, That is correct. 

Mr. DeWrxp. What types of records and books were maintained for 
Mr. Olson ? 

Mr. Hater. I would like to say that there was no real actual ac- 
counting records other than work papers prepared by the certified 
public accountant from information either furnished verbally by Mr. 
Olson or taken from his canceled checks. 

Mr. DeWinp. Were these work sheets that they prepared at the 
end of each year for income-tax purposes / 

Mr. Hater. That is correct, sir. 

Mr. DeWinp. So essentially your investigation has been based upon 
his canceled checks and bank statements, his tax returns, and these 
work sheets that were prepared from information he gave to them by 
the Landau accounting firm, and Sigmund Pine for the two earlier 
vears ¢ 

Mr. Harey. That is correct. 

Mr. DeWtinp. Has your investigation now been completed, or is it 
still in progress ¢ 

Mr. Haury. No.sir. It is still in progress. 

Mr. DeWtnp. So at the present time any testimony you give here 
is in the nature of an interim report on the status of your investiga- 
tion! 

Mr. Hater. That is correct, sir, more of a progress report. 

Mr. DeWinp. If I can refer for the time being to the period 1947 
to 1950, I would like to go into some aspects of that. Mr. Olson was 
appointed district supervisor of the Alcohol Tax Unit on January 13, 
147. and he held that position until August of 1951? 

Mr. Haney. That is correct. 

Mr. DeWtnp. Your investigation has not gone beyond December 
H1, 1950, as vet ¢ 

Mr. Hatey. Not yet, sir. 

Mr. DeWinp. During the period from January 1, 1947, to Decem 
ber 31, 1950, what were the total receipts that Mr. Olson had from the 
\leohol Tax Unit in the form of salary ?¢ 

Mr. Haney. Mr. DeWind, do you want round figures or the exact 
figures ¢ 

Mr. DeWinp. I think if you would give the nearest round figure. 
round fivure. 

Mr. Harey. $33,900, 

Mr. Curtis. That is for how many years? 

Mr. Haney. 4 vears, the period 1947 through December 31, 1950. 

Mr. DeWinp. During that time Mr. Olson was employed as chair- 
man ot the board of the .J. B. E. Olson ( ‘orp., was he not ¢ 

Mr. Hater. That is correct, sir. 

Mr. DeWinp. My recollection is that before he became Alcohol Tax 
(nit supervisor he had been president of that company. 

Mr. Haney. That is correct. 
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Mr. DeWtrnp. But when his appointment was in prospect, he gave 
up the presidency and became the chairman of the board, is that cor- 


rect ¢ 

Mr. Harey. That is right. sir. 

Mr. DeWinp. Did he receive a salary from the J. B. E. Olson Corp. 
during this pel iod ¢ 

Mr. Harey. They were director’s fees, Mr. DeWind. 

Mr. DeWinp. And what was the total amount of those fees? 

Mr. Harey. $24.500. 

Mr. DeWrnp. Were there any other payments made to him by the 
J. B. E. Olson Corp. during this period ¢ 

Mr. Harry. There was promotional expense of $21,400, and an 
additional fee of S6.250. 

Mr. DeWinp. Were any other payments made by the J. B. E. Olson 
Corp. ! 

Mr. Harry. There was a note repaid of $8,500. 

Mr. DeWinp. That is repayment to Mr. Olson of a loan made before 
the period ¢ 

Mr. Hatey. That is correct. 

Mr. DeWrnp. Of $8,500? 

Mr. Harry. A total for the 4-year period of approximately 
58.000. 

Mr. DeWrnp. That is $58,000 from the Olson Corp. ¢ 

Mr. Harey. That is correct, sir. 

Mr. DeWinp. You have not made any examination, have you, of 
the books and records of the J. B. E. Olson ¢ ‘orp. ¢ 

Mr. Hatry. Yes: we have, sir. 

Mr. DeWrnp. Can you state from your examination what the rec 
ords indicate were the sales of the company to liquor and other con- 
cerns under Mr. Olson’s jurisdiction ¢ 

Mr. Hatey. We are not prepared to answer that completely, sir. 
That phase is still being investigated. However, at this point the 
indications are that very few trucks were sold to liquor and brewing 
industries, with the exception of one company, the Rhinegold Co. 

Mr. DeWinp. You say there were substantial sales of truck bodies 
to that one organization / 

Mr. Harry. Will vou bear with me for a moment, sir? 

Mr. DeW np. Surely. 

Mr. Harey. The records indicate that in the early days of the cor 
poration, through the efforts of Mr. Spielaman and Mr. Heigartner, 
there were sales to the Rhinegold Breweries of approximately 250 
to 280 trucks. ‘The exact number has not been verified. 

Mr. DeWinp. Is that during the period 1947 to 1950? 

Mr. Harey. That is right. However, the records also indicate that 
these sales were consummated mainly through the efforts of Mr. Spiel- 
aman. Mr. Olson did not enter into that particular deal. 

Mr. DeWinp. That is, he conducted no negotiation that you found 
any record.of ¢ 

Mr. Harey. That is right. Then, in addition to that. during the 
4-year period, out of approximately 1,600 truck sales to 180 different 
individuals there were approximately 12 trucks sold to various brew 
eries and liquor stores through the efforts of the individual salesmen. 
Again, Mr. Olson eL pp rear ntly di l not epter into them 
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Mr. DeWinp. These are truck bodies that the company makes? 

Mr. Harry. That is correct. 

Mr. DeWrnp. They install them on the chassis provided by 

Mr. Harey. Chevrolet. 

Mr. DeWrnp. Chevrolet mostly ? 

Mr. Hater. That is correct. 

Mr. DeWinpb. What isthe body, an aluminum truck body ? 

Mr. Harey. An aluminum truck body made by Grumman Air- 
craft. 

Mr. DeWinp. That is made under contract for J. B. E. Olson by 
Grumman ¢ 

Mr. Hater. That is correct, sir. 

Mr. DeWinp. That is a body that is suitable for brewery use, is 
that right? 

Mr. tlatey. Brewery, laundries, and bakeries, mainly. 

Mr. DeWrnp. In this period there were also fees paid to Mr. Olson 
by the American Lithofold Corp. in connection with sales of printing 
contracts in the New York area? 

Mr. Hatey. That is correct, sir. 

Mr. DeWrnp. What was the total amount that Mr. Olson received 
from American Lithofold? 

Mr. Hatey. $5,900. 

Mr. DeWinp. Have you been able to identify what portion of those 
payments from American Lithofold related to contracts with liquor 
concerns under Mr. Olson’s jurisdiction ? 

Mr. Harter. We have not gone into that, sir. Our knowledge is 
just only from what we have read in the public hearings before. 

Mr. DeWrnp. The hearings of the committee in New York last 
fall indicated that a very large proportion of this related to con- 
tracts with liquor concerns in the New York area, and printing con 
tracts, but you have not been able to establish pre isely what portion 
of these fees related to these contracts / 

Mr. Hater. We have not completed that phase yet, sir. 

Mr. DeWrnp. Yesterday, or the day before, the committee received 
testimony concerning Mr. Olson’s participation in the Applebaum 
wine business under the name of Wine Industries. Did any of the 
receipts from that business come into this period, 1947 to 1950? 

Mr. Harry. Yes, sir. 

Mr. DeWinp. How much did he receive from Wine Industries ? 

Mr. Harry. $18,000. 

Mr. DeWinp. That was in connection with the liquidation and sale 
of that business? 

Mr. Harey. That is correct, sir. 

Mr. DeWinv. Mr. Applebaum testified here yesterday that he had 
advanced loans to Mr. Olson in the sum-of $17,500, is that correct / 

Mr. Harey. That is correct, sir. 

Mr. DeW inp. Were there any other receipts of Mr. Olson’s during 
this period that you have been able to establish / 

Mr. Haney. There was wagering income of $3,500, and loans from a 
number of individuals, totaling approximately $28,000. 

Mr. DeWinp. $28,000? 

Mr. Hartey. Approximately; yes, sir. 
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Mr. DeWinv. Was it disclosed what the source of that wagering 
income had been / 

Mr. HaAtey. No, sir. 

Mr. DeW1Nb. Have vou stated all of the receipts that you have been 
uble to find during the period 4 

Mr. Havey. There is approximately $3,000 of unidentified deposits 
which we have not as yet been able to identify. 

Mr. Curtis. Mr. Chairman. 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. In reference to the $28,000 in loans, from how many 
people were they ( 

Mr. Harry. Seven other individuals in addition to Joseph Apple- 
bauin. 

Mr. Curtis. Were you able to identify those seven people ¢ 

Mr. Hautey. Yes, sir. 

Mr. Curtis. How many of them were in the liquor business ? 

Mr. Hautey. None of them, sir. 

Mr. DeWinp. These are all of the rec ipts during this period that 
you have been able to identify ‘ 

Mr. Hartey. No. There was one other item. Mr. Olson cashed 
war bonds during this period totaling approximately S7.TOU. 

Mr. Di WIND. Those were bonds which he had purchased on the 
payroll savings plan ¢ 

Mr. Harey. That is correct. sir. 

Mr. DeWtnp. In the period prior to January 1, 1947, is that right ¢ 

Mr. Harey. Prior to and during. 

Mr. Di WiInpb. So that is cash nh and cash out / 

Mr. Hauey. That is right. in a sense. 

Mr. DeWinp. He received the amount of salary and then put it 
into bonds / 

Mr. Haury. That is correct. 

Mr. Di WINp. So it has been covered once already in the salary 
figure / 

Mr. Hartey. That is right. 

Mr. DeWinxv. How did Mr. Olson ordinarily handle money he 
received? Did he deposit it in his bank account 4 

Mr. Harry. The vreatel majority of it he did. 

Mr. DeWinp. So, as to these amounts that you set forth here for 


the most part you cal trace them nto bank deposits ¢ 
Mr. Hauer. That is correct, sir. 
Mr. DeWinp. This part of your 


the cash receipts of Mr. Olson during this period, that is, all you were 


nvestigation, then, established 


able to come on ? 


Mr. Harry. All known receipts. 

Mr. DeWinp. This includes everything, of course, that was shown 
on his income-tax return / 

Mr. Hater. No, sir, there is one additional item that was not dis 
closed on the return. 

Mr. DeWinp. You have included everything here that was shown 
on his income-tax return ¢ 

Mr. Hauey. That is correct, sir. 

Mr. DeWinp. What was the item that was not shown on the tax 
return ¢ 
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Mr. Hauey. In 1948, Mr. Olson received directors’ fees of $6,250 
which had been accrued from 1947 and paid in a subsequent year. 

Mr. DeWinp. And those fees were not reported in any year? 

Mr. Haurey. That is correct, sir. 

Mr. Kean. You say $6,000 

Mr. Haury. $6,250. 

Mr. DeWimnp. Those ure the directors’ fees from J. B. I. Olson 
Corp 4 

Mr. Haney. That is correct, sir. 

Mr. Soxotorr. May I make one correction? That $6,250 is what 
they eal promotion al and advertising expenses, rather than directors’ 
fees. That is what it was labeled on the books and records of the 
Olson Corp. 

Mr. DeWinp. You say that was identified as reimbursement to 
him of entertaining and promotional expense ? 

Mr. Hauey. It was not identified as reimbursement. It was identi- 
fied for services rendered of $6,250 as advertising and promotional 
expenses, 

Mr. DeWtnp. For services rendered ? 

Mr. Harey. That is right, for services rendered. 

Mr. DeWinp. Did the company withhold tax on that? 

Mr. Harey. No, sir: and no 1099 was sent. 

Mr. DeWrinvp. The Government received neither tax withheld nor 
any information concerning this payment ? 

Mr. Haney. That is right, sir. 

Mr. DeWrnp. And Mr. Olson did not report on it? 

Mr. Harry. No, sir. 

Mr. DeWinp. Do you have any information which would indicate 
that it was not taxable income? 

Mr. Hatey. No, sir. 

Mr. Soxororr. No, sir. 

Mr. DeW inp. Now, in this period from 1947 to 1950, vou have at- 
tempted to determine how much Mr. Olson expended, is that right? 

Mr. Harey. That is correct, sir. 

Mr. DeWinp. And those expenditures would generally fall into two 
categories, expenditures by check and expenditures in the form of 
currency 

Mr. Hatey. That is correct, sir. 

Mr. DeWinp. Let me ask you, can you state approximately what 
the total expenditures in the form of checks were during this period ? 

Mr. Harry. $170,200 in round figures. 

Mr. DeWinp. And what were the cash expenditures ? 

Mr. Hater. $43,000. 

Mr. DeWinp. So you have been able to develop expenditures during 
this period of at least $213,000? 

Mr. Hatey. That is correct, sir. 

Mr. Kean. What income did you say they developed during that 
period ? 

Mr. Haury. $170,000, sir. 

Mr. DeWinp. Of what? 

Mr. Hatry. Those are disbursements. 

Mr. DeWrnp. I think the question was what the total receipts were 
that vou developed during this period. 

Mr. Haury. $178,000. 











INTERNAL REVENUE INVESTIGATION 


Mr. Kean. And disbursements, you said $210,000 ? 

Mr. Hatey. $213,000 disbursed, $178,000 received. 

Mr. Kean. The $178,000 includes the loans? 

Mr. Harey. That is right, sir. 

Mr. KEAN. So there is undisclosed income that you have not been 
able to find of some $30,000 ? 

Mr. Harey. I would not call it income, Congressman. We have 
not identified it as yet as income. It is additional disbursements, un- 
explained expenditures. 

Mr. DeWinp. I suppose you have been able to make a complete 
ani alysis of the expenditures m: ade | rv check ? 

Mr. Haury. Yes: we have, sir. 

Mr. DeWinxp. What success have you had in the analysis of the 
cash spent / 

Mr. Hater. We have identified currency disbursements amounting 
to $66,500. Of course, we are still in the process of identifying addi- 
tional cash disbursements. 

Mr. DeWinp. What was that figure you say? 

Mr. Harey. $66,500 in round figures. 

Mr. DeWinp. Those were currency expenditures / 

Mr. Harey. Currency expenditures, either deposited in the bank 
or spent in various firms, clubs and places. 

Mr. DeWinp. How did that tie into the $45,000 figure you mentioned 
of cash expenditures ? 

Mr. Hater. Mr. Olson deposited in his known bank account cur- 
rency amounting to $23,500. In addition, he spent out of pocket, or 
from some unknown source, currence vy amounting to $43,000, making a 
total combined deposit in bank and currency spent of 366.500. 

Mr. DeWrxp. You have found, then, that Mr. Olson was in the 
habit of making very considerable expenditures in currency ? 

Mr. Harey. It runs about 25 percent, sir. 

Mr. DeWrinv. When Mr. Olson was first questioned in August of 
last year, he was asked, “Do you recall making any expenditure, any 
purch: ase or other payment of money of more than $500 in cash, not 
check?” and he replied, “No, sir.” Then he was asked, “Do you recall 
that your wife ever made any payment of any sort of more than 
$500 by cash not check?” The answer, “No: I don’t remember.” 

The next question, “Would you be reasonably sure that that did 
not occur?” Answer. “Well. as far as she is concerned, I can’t answer, 
but I am pretty sure she wouldn’t, and I don’t think I have ever 
made any more than $500.” “Would you be sure that she never 
paid more than $1,000 in cash?” “Yes; I would be pretty sure of 
that.” 

Mr. Curtis. This amounted to about $10,000 a year spent in cash? 

Mr. Hater. Above known receipts, that is correct, sir. 

Mr. Curtis. I mean his cash purchases would run in the neighbor- 
hood of $10,000 a year? 

Mr. Hater. That is correct, sir. 

Mr. Curtis. In addition to purchases that he handled by check? 

Mr. Hatey. That is correct, sir. 

Mr. DeWinp. Can you tell the committee how much cash was 
available to Mr. Olson of which you have been able to establish the 
source: that is, cash that comes into his hand free and clear? Now, 
have you been able to establish where he got at least some of that cash ? 
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Mr. Harey. Total cash available was $30,400, approximately. 

Mr. DeWinp. That is, identified cash that you have been able to 
trace into his hand totaled $30,400 ¢ 

Mr. Hatey. That is correct, sir. 

Mr. DeWtnp. From what sources did he get that cash / 

Mr. Harey. His personal checks which he cashed with Great Neck 
Trust Co., amounting to $12,800, checks that were made payable to 
various Individuals employed by him, but which have been identi 
fied as having been cashed by them and returned to Olson, amounting 
to $5,200, his Alcohol Tax salary checks, which he cashed, amounting 
to $2,100, his cheeks cashed from the J. B. E. Olson Corp. of $6,400, his 
wagering income of $3,500, and checks from the American Lithofold 
Corp. of $200, making a total of $30,400, approximately. That has 
been identified. The sources of that currency have been identified. 

Mr. DeWinp. Then, if I can sum this up, he has $25,500, approxi 
mately, of currency deposited, some $45,000 of currency expenditures, 
making a total of $66,500, approximately, and then he has currency 
available that you have been able to establish of $30,400, leaving 
unexplained currency expenditures of $36,100 ¢ 

Mr. Harey. That is correct, sir. 

Mr. DeWinp. That is both by cash and by check, or is that all by 
cash ¢ 

Mr. Harey. That is currency, sir. 

Mr. Curtis. In order that we understand this, on both sides of the 
picture there is an overlapping, in other words, he put cash into his 
bank account ? 

Mr. Harey. That is correct, sir. We have given him credit for that 
money. 

Mr. Curtis. Then he has also cashed checks in one way or another, 
direct to himself or to employees, and have them get the cash, where 
again that would overlap, and would show up both in his cash and 
his bank transactions ? 

Mr. Hater. I don’t know whether I quite understand your question. 
We have traced certain sums of currency amounting to $23,500, which 
he deposited in his bank account. From that he cashed certain checks 
at the bank and through certain employees. We have given him 
credit on both sides for this. He had available during this period 
at least he spent, either deposited in the bank account or spent— 
currency totaling $66,000. His only source of currency, his only 
known source of currency, would have come from either cashing checks 
or his wagering account. That amounted to $30,000, the difference 
so far as I have explained it. 

Mr. DeWrnp. Taking this difference of $36,100 and taking it by 
vears, how much of that did you find in 1947? What were the total 
cash expenditures in 1947 that you have been able to find ? 

Mr. Hatey. $13,641. That is the additional cash. 

Mr. DeWinpv. That is the unexplained cash ¢ 

Mr. Hatey. That is unexplained cash. 

Mr. DEW inp. What were the total amounts he laid out in currency 
that year? 

Mr. Harry. $22,700. 

Mr. DeWinp. So you found that he spent $22,700 in currency and 
you found about $13,600 as unexplained, so you have been able to 
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establish $9,100 of currency expenditures that you have been able to 
trace ¢ 

Mr. Hae y. He had currency available to spend in that year of 
$9,400 approximately. ’ 

Mr. DeWinpb. So the expenditures in currency over and above what 
you have been able to find available was $13,300 ¢ 

Mr. Haney. That is right, in round figures. 

Mr. Dre WInp. What sort of ‘urreney expenditures were you able 
to «entifv’ Can you state the sort of things that Mr. Olson was 
paving for in currency ¢ 

Mr. H ALEY. In 1947, for « Xample, there was « urrency expended in 
the amount of $3 000 to the firm of Ludwig Bauman, a furniture firm 
of New York City. 

Mr. DeWinpo. What is that for? 

Mr. HaALey. At that time, Mr. Olson furnished his Government 
office, his supervisor's office in New York City. He bought certain 
elaborate furnish rs there which were charged, and this expel diture 
went against his charge account. 

Mr. DeWinp. How were you able to find that ? 

Mr. Hauey. From the record of the Ludwig Bauman Furniture Co. 
and the testimony of the officials of that company. 

Mr. DeWinp. How did you come to look into the records of that 
company’ Did you know that Mr. Olson had an account there / 

Mr. Hatey. We attempted to locate all of Mr. Olson’s charge ac- 
counts wherever he may have had them. We circularized or pe r 
sonallv visited or telephoned all the major firms in New York City, 
Brooklyn, and Queens, and through that, plus the testimony of the 
employees of the Al ohol lax Unit. we came across this particular 
firm. 

Mr. DeWI1npD. So he spent 33,000 to furnish his office out of his own 
funds ¢ 

Mr. Harey. That is correct. sir, approximately $3,000. 

Mr. DeWrnp. He paid for that in currency ? 

Mr. Haury. At least he applied $5,000 in currency to his charge 
account. 

Mr. DeWinpv. You have no idea how that was paid, whether he 
took $3,000 in currency around to the store and paid the bill, or how 
it was accomplished ¢ 

Mr. Hauey. The tes imony is that he took $3,000 to the store. 

Mr. Curtis. Where js the furniture now ¢ 

Mr. Harry. He took the majority of it with him when he resigned 
his office. I believe the testimony is that he left one rather large 
mirror in the office, which had been firmly fixed to the wall, and 
could not easily be removed without damage. 

Mr. DeWinv. Did you find other 1947 cash expenditures ? 

Mr. Hatey. Again you just wish the large items? 

Mr. DeWinp. Yes, if you could identify the sort of thing he was 
paving off in currency. 

Mr. Hater. He paid the mortgage off on his home in 1947 amount- 
ing to $2,100 in currency. 

Mr. DeWtnpn. He didn’t eash a check drawn on his account and 
take the proceeds and pay for it, did he? 

Mr. Harey. No, sir. 
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Mr. DeWinp. These are items that you cannot trace out of the 
checking account ¢ 

Mr. Harey. That is correct, sir. 

Mr. DeWrnp. What else was there? 

Mr. Harey. He paid $700 in round figures to the North Hills Golf 
Club as part of his year’s expense. 

Mr. DeWinp. Were there any other major items in 1947? 

Mr. Hauer. He left the J. B. Olson Corp. $3,000, which according 
to the deposit slip at the bank was deposited in $100 bills. 

Mr. DeWrnp. $3,000 in $100 bills. Does that tie in in any way 
to the known sources of funds, such as his bank ? 

Mr. Harter. No, sir. 

Mr. DeWinp. What else was there in that year that amounted to a 
substantial sum ¢ 

Mr. Hater. He purchased a ranch mink coat at the Paul Reiner 
Fur Co. of New York, of which part of the payment amounted to 
$2,855.55. That was paid by currency. 

Mr. DeWinp. $2,855 was paid by currency? 

Mr. Hauer. Yes. The alias was paid by check. 

Mr. Curtis. Whose check ? 

Mr. Harry. His check for $500. A deposit was made on the coat, 
and when the coat was delivered, the remaining balance amounting 
to $2,855 was paid by currency. The total cost was $3,355. 

Mr. Curtis. Did you interview the people that sold the coat ? 

Mr. Hater. This original contact was made by letter. Then we 
again communicated, in the last few days when we were called down 
here by telephone, for a description of the merchandise. We have 
not personally visited this particular firm. 

Mr. Curtis. You do not know whether there was anyone else in- 
volved in the purchase of the coat ? 

Mr. Hatey. There is no indication of it, sir. 

Mr. DeWrnp. Did you get any testimony or report on how Mr. 
Olson turned that currency over to the Paul Reiner Co.? Did he bring 
it in and hand it to them? 

Mr. Hater. Mr. Reiner is not positive of that. He thinks Mrs. 
Olson brought it in, but he couldn’t be positive. Of course, that hap 
pened some 5 years ago. 

Mr. DeWrnp. You came on this item by your check of department 
stores ¢ 

Mr. Harry. We were led to that by his original deposit of $500 by 
his own check. 

Mr. DeWinp. In that year what currency deposits did you find in 
his bank account? 

Mr. Harry. $9,100. 

Mr. DeWrnp. That, of course, is not his salary checks. Those went 
in deposited by check, is that right? These are currency deposits ? 

Mr. Harey. Currency which was made available to him by the cash- 
ing of certain salary checks, plus the cashing of his personal checks. 
We have no means of identifying it. If he cashed a personal check of 
$500 and next day there is a deposit of $400, we have no means of 
identifying that deposit. 

Mr. DeWinp. The next result is that there is $13,300 approximately 
laid out in currency during that year for which you have been able 
to find no identified source ? 
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Mr. Harey. That is correct, sir. 

Mr. Curtis. Now, I want to ask you, you have made a pretty thor- 
ough job of canvassing the important business institutions in arriving 
at his expenditures? 

Mr. Harry. We have tried to. We have contacted any person that 
we knew he had ever done business with. 

Mr. Curtis. That, of course, would not include restaurants and bars, 
would it ¢ 

Mr. Haley. Yes, sir, it did. 

Mr. Curtis. Would they have records of that ? 

Mr. Harey. A great number of them did have; yes, sir. 

Mr. Curtis. He had a charge account ‘ 

Mr. Harey. That is correct, sir. Then again we have records of 
checks and his correspondence files. 

Mr. Curtis. But it could not indicate a complete picture. 

Mr. Harey. Oh, no, we don’t think we have a complete picture at 
all. We have contacted some 32 clubs, hotels, bars and restaurants. 
We have the records for those 32. 

Mr. Curtis. It would be rather difficult to get evidence that far back, 
if he merely went in with a party and bought food or liquor and paid 
the bill out of his pocket. 

Mr. Harry. It would be practically impossible, sir. 

Mr. DeWinp. Did you find the record of cashing of checks by Mr. 
Olson in substantial amounts at bars or night clubs ? 

Mr. Harry. a sir: we did. 

Mr. DeWrnp. Can you identify over this 4-year period the total of 

cashed items th: “ you discovered at various bars and night clubs in 
New York? 

Mr. Haxey. I would have to break it down into two categories. 
There was a total of $13,800 by check. Of that amount $6,300 were 
made payable to cash and presumably cashed at the particular place 
that endorsed it. In addition there were checks amounting to $7,500 
made payable directly to hag: firms involved, but again presumably 
he received the cash for it, because there were no known bills out- 
standing in that amount. "r he majority of the checks were all in even 
figures, $100, $200, or $500. 

Mr. DeWrnp. Were these cashed at a great many places or mostly 
one or two places ? 

Mr. Harry. This record I am referring to amounting to $13,800 
embraces some 32 firms. 

Mr. DeWrnp. That is 32 bars and restaurants? 

Mr. Hater. Restaurants, night clubs, hotels, social clubs. 

Mr. DeWinp. Approximately half appears to be clearly cash that 
was given to him and the other half, while drawn to the order of the 
particular bar or restaurant, is in round amounts? 

Mr. Harey. Round figures, and presumably was for cash. Some of 
the firms, of course, had checks with their names already imprinted. 
Naturally he would just use that check rather than write one and 
cash it. 

Mr. DeWrnp. Now, coming to the year 1948, what was the total of 
currency expenditures you established for that year ? 

Mr. Hatey. $23,800. 
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Mr. Dy WHUIND. And how much was traced as being available to him 
in currency that year? 

Mr. Haury. $10,800. 

Mr. DeWrnp. So you have an excess expediture unexplained of 
S13.000 

Mr. Hatey. That is correct, sir. 

Mr. DeWinp. Can you identfy some of the principal items that the 
currency was eApel ded for that you were able to identify 4 

Mr. Hatey. Again in 1948 he spent $5,000 in currency at Ludwig 
Bauman. 

Mr. DeWrxp. Do you know what that was for? Was that for fur 
nishings for his home? 

Mr. Havey. We actually don’t know it was furnishings for h 
home purchased at that time. Again, this, of course, may have bee: 
merely applied to his charge account. We are unable to allocate it 
to any one particular item. 

Mr. DeWrnp. Again, did Mr. Olson come to the store with $3,000 | 
currency and deliver it to them ? 

Mr. Hacey. That is the best recollection of the official of the firm. 

Mr. DeWinpb. All this time he hada regular checking account ? 

Mr. Hatey. That is correct, sir, as well as Mrs. Olson. 

Mr. DeW rnp. Two checking accounts in the family, but they de 
livered large sums of cash to the stores ¢ 

Mr. Hatey. That is the testimony. 

Mr. DeWrnp. What else was spent out in currency that year that 
you found ¢ 

Ir. Hatey. He purchased two television sets from Gramatone Radio 
Co., amounting to $1,650. 

Mr. Kean. Two at the same time ? 

Mr. Harry. I believe the testimony is, sir, that one of them was 
for his mother-in-law. He actually purchased three television sets, 
two for himself and one for his mother-in-law. 

Mr. DeWtunpb. Did the three sets total $1,650, or is the third set 
additional ? 

Mr. Harey. The third set is additional. 

Mr. DeWrnp. The third set was the one for his mother-in-law ? 

Mr. Haury. No, sir: the set for his mother-in-law is included in 
this figure of $1,650. 

Mr. Di Wunp. Were the CGrrammutone Co. able to identify that he 
came to the store and handed the cash to them ? 

Mr. Harey. 1 do not recall, sir, that I attempted to pin it dow: 
to that extent. This was by correspondence and again by telephone 
The Gramatone Radio records had not been complete. They had 
destroyed their records for the earlier years. We based ours pal 
tially on the checks drawn to the Gramatone Radio as well as the 
individual's testimony. He merely had the gross figure. He was un 
able to identify each particular set. 

Mr. DeWinp. Were there other sizeable expenditures made that 
vear ¢ 

Mr. Haury. He spent approximately $1,100 in currency at the 
North Hills Golf Club. There is an additional expenditure of $2,800 
in currency to the Paul Reiner Furniture Co. of New York for 
a blue seal mink cape. Again there was a deposit of S500 by check, 
making a total cost $3,300. 
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Mr. Kean. As far as that golf club was concerned, was that an 
item for dues or was that just the annual 19th hole, and so forth? 
Mr. Haney. That is a combination of his dues and bar and res 


thee 4 
taurant expense, caddy fees, one thing or another. This was paid 


in addition to his regular payments to the same club by check. Phe 
disbursements each year, as a matter of fact. to that club were con 
siderably higher than this But these are the curr hey payments to 
the firm. The othe: payments were made by check. 

Mr. Kean. That is sort of unusual at a club, because clubs do not 
usually accept cash from members, 

Mere Haw Y. Th S club did. 

Mir. INeAN. They usually like to have the stubs. 

Mr. HH LEY. This club d a. 

Mr. Kean. Maybe this elub does. 

Mr. DeWinxp. I notice in all of these things anything you were 
not able to find « Xpel ded by check or traced to the bank account are 
not listed here. 

Mr. Haury. These items [I am reading are currency payments. 

Mr. DEWiNv. This blue stiver mink coat you have- 

Mr. Hawry. That was a mink cape. 

Mr. DeWinp. What part of the year was that purchased in, do 
vou know / 

" Mr. Haney. The silver blue cape was purchased on—the deposit 
was made on May 14 and the delivery was made on May Y5, 1948. 
Mr. DeWinxp. And the 
vered to the Paul Reiner Co. in currency 4 
Harney. That is co t. sir. 


DeWinp. Let us go to 1949. What was the situation there 


leposit was So0O in cheek and the balance 


totals spent and the amount that you have been able to trace / 

Mr. Hauey. The total cu reney spent during that year or deposited 
was 86.700 

Mr. DeWiunn. How much eash did he have available that you have 
been able to find ? 

Mr. Haney. 85.700. 

Mr. DeWtnp. So in 1949 there is a $3,000 unexplained currency 
expr nditure / 

Mr. Havey. Approximately, yes. 

Mr. DeWinp. Were there any sizable items in that $3,000 total ? 

Mr. Haver. Ludwig Bauman Furniture Co., $1,000, and $800 to the 
North Hills Golf Club. 

Mr. Lt WIND. What did he deposit in currency deposits in his bank 
account that year? 

Mr. Haury. $2,200. 

Mr. DeWtinp. And going back for a moment, I do not think I asked 
you, in 1948, what did he deposit in the form of currency in his bank 
account ¢ 

Mr. Harey. $9,300. 

Mr. DeWinp. Could you give me the comparable information for 
1950? 

Mr. Hauer. Yes, sir. He either deposited or spent $11,200. He 
had available from known sources $4,300. There is unexplained dis- 
bursements of $6,900. 

Mr. DeWrxp. What were some of the major currency disbursements 
that vear/ 
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Mr. Harey. Ludwig Bauman Furniture Co., $800; North Hills 
Golf Club, $800; Stork Club, $500; repayment of a loan to Sterling 
Factors, Inc., $1,000. Those are the only large or major items. 

Mr. DeWixp. When Mr. Olson first testified on August 23 of last 
year, he was asked by Mr. Schapiro: 

Now, is it your practice, sir, to keep large amounts of cash around the house 
in a safe deposit box or elsewhere? 

Mr. Orson. No, sir. 

Mr. Scmaprro. In 1945, do you recall having a sum at any time of more tha 
$500 in your possession in cash? 

Mr. OLson, No, sir. 

Mr. ScHAprro. Do you use a checking account ? 

Mr. Orson. Yes, sir 

Mr. ScHaAprro. Do you pay for major expenses by check? 

Mr. Ouson. Yes, sir. 

Mr. Scuaprro. For how long have you retained your bank statements ar 
canceled checks? 

Mr. Orson. Oh, I think the CPA has them from probably 4, 5 years. 

Mr. Kean. What was that Stork Club deal’ Was that one party ‘ 

Mr. Haxuey. No, sir; that was an accumulation of bills going ba 
for several years. 

Mr. Kean. Several years. You mean he did not pay up his bills 
for several years, and then brought in cash and paid them ‘ 

Mr. Haney. I am mistaken in part, Congressman. I am sorry 
That was part of a 1947 balance plus current charges during 1948, 
which time he paid this sum of five hundred some odd dollars. 

Mr. Ki in. It covered about a year's period ¢ 

Mr. Hartey. That is all, sir. 

Mr. Curtis. You referred to the Landau accounting firm preparing 
his income tax return. By what method would they arrive at his 
income / 

Mr. Hater. They attempted to analyze his disbursements by check 
and ask him verbally to tell them where to place certain items. Of 
course, they had the advantage of his reported income, his W-2’s, and 
from that information they attempted to prepare his return. 

Mr. Curtis. They had to sort of reconstruct the picture on the bas 
of the checks that had gone through his bank account ¢ 

Mr. Hantey. Yes: that is correct, sir. 

Mr. Curtis. Mr. Olson had been in the Bureau of Internal Reve 
for some time before he went to the Alcohol Tax Unit ¢ 

Mr. Hater. That is correct. 

Mr. Curtis. What position did he hold? 

Mr. Harey. He held various positions ranging from field deputy 
to assistant collector of internal revenue in Brooklyn. 

Mr. Curtis. He should have known what was necessary to make 
lawful income-tax return, should he not ¢ 

Mr. Hatey. [ am not in a position to answer that. I think his jo! 
normally would eall for that type of knowledge. 

Mr. DeWinp. We have had testimony here concerning substantia! 
amounts that were claimed by Mr. Olson in his tax returns for 145 
and 1946 for promotional and entertainment expenses. Mr. Sokoloff, 
I suppose that would be a matter you particularly looked into? 

Mr. Soxotorr. In a way. This investigation basically has beet 
up to this point to determine his known receipts as compared wit! 
his tax return, and all the information that we have derived up to ¢! 
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point with respect to expenses and expenditures have only been done 
in a very summary way. 

Mr. Haney. Mr. DeWind, may I ask a question? I was wondering 
whether this question and others you may ask would involve section 
5D? 

Mr. DeWinp. No, because all of this information was derived by 
the committee from retained copies of Mr. Olson’s returns that he 
made available to the committee. So there is no qi uestion of violation. 
Perhaps you have not gotten into that yet. What, if any, substantia- 
tion is there available for the claimed entertainment and promotional 
expenses’ Mr. Applebaum testified here that he did not recall any 
expenditures that Mr. Olson would have made. When Mr. Olson 
appeared before the committee in New York last September, he was 
unable to identify in any specific wav the nature of the expenditures. 
and what they were for, and how they tied into the wine business, 

Mr. Soxovorr. To this date he has not been able to explain or prove 
that he incurred these expenses for business purposes. He has not 
been able to identify anybody whom he has entertained for business. 

Mr. DeWinp. Are you able to say that with respect to any of these 
years previously audited by the Bureau of Internal Revenue, that is 
either 1945 or 1946? 

Mr. Soxotorr. I am not prepared to say at this moment. 

Mr. DeWinp. Under existing practices of the Bureau and under 
existing court decisions, if you run into a situation like this sizable 
sum ~lo you have the total entertainment deductions he took for 1945 
and 146 ¢ 


Mr. Soxo.torr. Yes. In 1945 he deducted $8,000. and in 1946 he 
deducted SL7 700. 
Mr. DeWtnp. That is $25,700 claimed as entertainment expense 


out of total receipts from the wine company of how much? 

Mr. Soxovorr. Total rece Ipts or tots al re porte d net income ? 

Mr. DeWinp. Total reported net income. 

Mr. Soxo.orr. There is a difference. As a partner his receipts 
would not necessarily reflect his net income in the partnership. 

Mr. DeWinp. I mean the total taxable income for the 2 years. 

Mr. Soxovorr. The taxable income from Canandaigua and Wine 
Industries for 1945 is $14,000 and for 1946 it was $40,000, 

Mr. DeWinp. Against that he was claiming deductions of $25,700 ? 

Mr. Soxovorr. Yes, sir 

Mr. DeWinp. Of which possibly $1,000 might be attributable to 
the J. B. E. Olson Corp. ¢ 

Mr. Soxo.orr. Yes, sir. 

Mr. DeWrnp. So $24,700 is the minimum amount deducted against 
his income, which: is a very high percentage of the total income, is it 
not ? 

Mr. Soxovorr. It is unusually high in view of his previous testi- 
mony that they only sold sirup, and the previous contract for sirup 
was made with Pepsi-Cola for Wine Industries in 1946. There were 
no services to perform. 

Mr. Kean. On this question of deduction in a partnership, if a man 
deducts a considerable amount of personal spending in a partnership, 
do you ordinarily allow that? I have always felt that in a firm that 
I was a partner in, if it was a deductible item, it was something not 
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only I, but the partners, should share the expense of. It should be 
charged to the partnership if it was legally deducted for income tax 
purposes. 

Mr. Soxo.orr. I agree with you, Congressman. 

Mr. Kean. Was that the way it was handled? 

Mr. SOKOLOFF. In 1945—— 

Mr. Kean. Then he was an employee? 

Mr. Soxo.vorr. He was a partner in 1945. There are two periods 
in which he was partners. One fiscal period ended 1945, and the 
fiscal period ended November 30, 1946. In the 1945 tax return. the 
partnership incurred $17,000 in expenses which they paid to James 
B. E. Olson, and Mr. Olson picked that up as income on his tax return. 
Against that fund he deducted his expenses. 

Now, in 1946, they changed the procedure in the handling of their 
books and records. There he received $23,000, and that fund was 
rearranged among the partners for the purpose of income tax pur 
poses in accordance with their capital investment sharing ratio. You 
can sh: are profits on the basis of your ¢ apits al contributions. or based 
upon the profit and loss sharing ratios, in which you agree to take 
your profit from the business. 

Mr. Kean. In that vear he had a heavy expense account, too, did 
he not? 

Mr. Soxonorr. Yes, he received $23,100, but in that year they dis- 
tributed that 823.000 among the partners for purposes of reporting 
of income on the tax returns. 

Mr. DeWrnp. At the present time, Mr. Sokoloff, under the present 
court decisions and Bureau practice, if you ran into this situation on 
in audit where as I see it on questi ming the L andau accounting 
firm, they could produce no real substantiation for these deductions 

Mir. SoKonorr. No, sir. 

Mr. DeWrxp. What is the practice? What has to be allowed? 

Mir. SOKOLOFF. Only a reasonable proportion of the expenses has 
to be allowed under the Cohan decision, if they can prove they in 
curred business expenses. If they can not prove that it was a business 
ey pense, the VV hole thing wouk 1} De di Stl llowe d. 

Mr. DeWinp. If they can show that in the business it would 
reasonable to expect that some amounts were expended for entertain 
ment and promotion, then you would have to arrive at a reasonable 
compromise with them. 

Mr. Soxo.orr. Yes, sir; based on the decision. 

Mr. DeWinxp. That is a very difficult thing to administer. 

Mr. Soxoutorr. Yes, sir: most difficult. 

Mr. Kean. You have to do that whether there are any records or 
not under the Cohan - ision, 

Vr. Soxororr. Yes, s 

Mr. DeWunp. So a revenue agent has no standards he can apply. 
He is forced to arrive at some sort of compromise, or the court will 
force the compromise if he does not. 

Mr. Soxotorr. Yes, sir. 

Mr. DeWinp. And yet in this case when this committee cross exam 
ined Mr. Olson in New York last year, he was totally unable to 
identify, even in oral testimony, any of the expenditures he made. 
Th: at Is probab ly a matter that woul l aid revenue agents very greatly, 
that is, a requirement for an itemization of expenses. 
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Mr. Soxo.orr. I can not speak for the Bureau. It is my personal 
opinion, ves. 

Mr. DeWtInp. It would be an aid / 

Mr. Soxo.orr. Yes 

Mr. DeWrnp. Is this the field where vou 
travel and entertainment expenses / 

Mr. SokoLorr, That is the principal field; ves. 

Mr. DeWinp. Can you say, and I would not want you to state what 

might be, but are they any rules of thumb for Various types of 

nesses that are considered to be a reasonable amount for compro 
mise purposes ¢ 

Mr. SOKOLOFF. There s no | ook or records which we can refer to 
where we can arrive at rensonable cone lusion excepting in the ad 


et into this problem in 


F 
— 


vertising field where we know that they spend large sums of mol ey. 
Mr. BYRNES. Do thes expenses a} ow up in the yvear 1945 and the 
vear 19464 
~ Mr. Soxororr. Yes, sit 
Mr. Byrnes. Does the record show when those returns were 


{\ pee 
ol 


audited ¢ 

Mr. SOKOLOFF. Tl eV may have been audited. ] am not prepared 
to say at this time whether returns were audited or not. 

Mr. Byrnes. There is nothing in the record to show ? 

Mr. Soxo.vorr. There may be, Congressman, but I am not prepared 
at this moment to answer the question. 

Mr. Byrnes. Let us assume that there were. 

Mr. Soxonorr. Yes, sir. 

Mr. Byrnes. When was the normal time for auditing, 1945? 

Mr. Soxororr. Probably in 1948 or 1949. 

Mr. Byrnes. And it would be 1949 and 1950 for 1946, or vou would 
say 1948 and 1949 for the 2 vears ¢ , 

Mr. Soxotorr. Within 2 vears after the filing of the return. nor 
mally. the return is examined if it warrants examination. 

Mr. Byrnes. Let us assume that it was warranted. 

Mr. Sokowvorr. Yes, sir. 

Mr. Byrnes. Does the record show that there was anv deficiency 
assessed or any disallowance made ? 

Mr. SOKOLOFF. If it were audited, a record would show whether 
a deficiency was assessed or not. 

Mr. Byrnes. Does the record show, or do you know whether the 
record shows, whether there was a deficiency or not / 

Mr. Soxororr. I don’t know, Congressman. 

Mr. Byrnes. You do not have the file on it? 

Mr. Soxotorr. The 1945 return shows nothing stamped. The 1946 
return shows “Accepted, not investigated,” but this does not neces- 
sarily preclude the fact that it was investigated. 

Mr. Byrnes. It does not preclude what ? 

Mr. Soxovorr. No: it may be investigated despite the fact that it 
Says “not investigated”. 

Mr. BYRNI s. Would there not be something in the file to show it ? 

Mr. Soxo.orr. Yes. I don’t have a complete file. 

Mr. Byrnes. These were not what are referred to as collector's re 
turns, are they? They are in an amount which required that they be 
sent to the revenue agent, is that right ? 


91550 2 pt. 4 Gs 
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Mr. Soxo.orr. I believe the 1946 return would be a revenue agent’ 
return, because the income was substantial. 

Mr. Byrnes. And the other one possibly was a collector’s return / 

Mr. Soxo.orr. Yes, sir. 

Mr. Byrnes. In neither case, as far as we know now, no audit was 
made of these until you gentlemen started to go to work on it? 

Mr. Soxo.orr. Yes, sir. 

Mr. Harry. That is not exactly correct, Congressman. Just before 
I was assigned to the case, the returns had been assigned to an office 
audit agent in Brooklyn. 

Mr. Byrnes. When was that? 

Mr. Soxovorr. I don’t know the exact date, sir, but I would pre 
sume it Was some time in August, probably after the committee hear 
ing started. Upon my arrival in New York, I stopped that particular 
examination, withdrew the returns from the agent’s hands and took 
them over myself. 

Mr. Byrnes. But as far as the record now shows, no audit was 
started until the Department had been alerted. 

Mr. Soxotorr. As I Say, I don’t know the exact date that the returns 
were assigned, but it was reasonably close to the period just before | 
arrived in New York. 

Mr. Byrnes. When there is an expense item such as is shown here, 
should not that be a red flag to both the collector's return and to the 
agent if it is an agent’s return, to have a different stamp than the 
stamp “No audit required” or “Accepted without audit” ? 

Mr. Sokotorr. May I make one qualification, Congressman ! 
During 1946, the 1946 return, to my knowledge the Bureau was ove 
loaded with its work, and I know that at one time or another 


received instructions that if there was not a deficiency on the face of 


$2,000 or $1,000 to survey that return as not being worthy of audit, 
because there were other returns which were more worthy of audit. So 
that to get the 1946 year and the 1945 year, substantial returns wer 
not auctlitec. 

Mr. Byrnes. Even when you find a big deduction such as is claimed 
in these cases / 

Mr. Soxovorr. Well, I think it is worthy of audit. 

Mr. Byrnes. That could provide a $2,000 increase in revenue, could 
it not? 

Mr. Soxovorr. It could; ves, sir. 

Mr. Byrnes. On the basis of the expense items which he deducted 
which might have been completely disallowed ? 

Mr. Soxontorr. Yes, sir. 

Mr. Byrnes. That is one of the things I have had trouble to justify ; 
that is, the way some of these people’s returns, particularly of those who 
were Bureau employees, where right on the face the peculiarity is 
shown, and they were just automatically shifted aside and put in the 
file. LTecannot see how that could happen unless it is intentional. 

fr. Soxotorr. In 1945 and 1946, he was basically out of the Bureau 
at that point. He left the Bureau in March or April of 1945. In 1945 
and 1946 he was in Canandaigua, and the Wine Industries. 

Mr. Byrnes. At the time these were audited or surveyed, that would 
be about 1947, 1948, and 1949? 

Mir. Soxororr. Yes, sir. 
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Mr. Byrnes. So by that time he was back in the service again. 

Mr. DeW inp. I think Mr. Byrnes, under the rules adopted since 
this investigation began, all of these returns would be automatically 
audited. 

Mr. Byrnes. I understand they have a special set-up for auditing 
key personnel returns. 

Mr. DeWinp. Mr. Haley, if I could try to sum up this situation, as 
I see it, you have been able to trace all of the expenditures made by 
check by Mr. Olson during this period out of his account? 

Mr. Haury. I would say substantially 95 or 98 percent. 

Mr. DeW inp. You have checked everything that comes out of the 
account by check, and then you find in addition to all of that there 
are these currence ye xpenditt ives, totaling some $36,000 over the per iod, 
the source of which you have not ae en able to find at all? 

Mr. Haxey. That is correct, sir; there are additional funds which 
do not appear on this sheet chat are still coming in. We are still 
obtaining that evidence, but while we were preparing these 
summaries—— 

Mr. DeWinp. Tending to pile up additional expenditures ¢ 

Mr. Hater. We anticipate that; yes, sir. 

Mr. DeWunp. At the end of this period, can you say what sort of 
bank balance Mr. Olson had ? 

Mr. Hatey. Only as of 1950, sir. 

Mr. DeWinp. Let us take the end of 1950. 

Mr. Haney. Mr. Olson’s balance at the Great Neck Trust Co. as of 
December 30, 1950, was $1,054.42. Mr. Olson’s balance in the same 
bank as of December 350, 1950, was $502.48. 

Mr. DeWinv. During this period was that about the typical bank 
balance? Did it run at pretty low figures in relation to the expendi- 
tures made ? 

Mr. Harvey. That is correct. That is about his average balance. 

Mr. DeWinp. They never maintained a very large balance in rela- 
tion to these expenditures ¢ 

Mr. Harey. I would say not; no, sir. 

Mr. DeWunpv. Out of this $36,000, you have said that there were 
$13,000 approximately of checks cashed at night clubs? 

Mr. Hauey. That is correct, sir. 

Mr. DeWinpv. Theoretically, could that $15,000 be applied in the 
reduction of the $36,000; that is, theoretically, if Mr. Olson went to 
a night club and cashed checks and put the cash in his pocket and 
went off with it, he could spend it on some of these things you re- 
ferred to? 

Mr. Haier. Theoretic ally; ; yes. 

Mr. DeW rnb. So if you started with that out of the $36,000, vou 
might explain $15,000 that he used in night clubs to spend on other 
things, unlikely as it might be? 

Mr. Haury. Theoretically that is true. However, it does appear 
that a series of two or three checks would be cashed on the same day 
at the same club and the following day an additional check would be 

ashed ; im uno ther club, probably Indicating that he had ho money 
left over. , 

Mr. DeWinp. Against that, are there any other claimed expendi 


tures which woukl offset that? In other words. you start off with 
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$36,000, and in theory at least you might say $15,000 was obtained 
in cash in night clubs to spend on furniture and so forth, which might 
reduce it to $26,000. Were there any other expenditures claimed by 
Mr. Olson which would offset that ¢ . 

For example, how about charitable contributions ¢ 

Mr. Harey. There is some $5,000 or $6,000 presumably as charitable 
contributions to churches, associations, charitable organizations, which 
were claimed on his tax returns. 

Mr. DeWrnp. If you apply that $6,000 against the $13,000—— 

Mr. Hater. We could. 

Mr. DeWrnp. That would be $7,000. So at the very best it was 
$29,000 approximately that is wholly unexplained ¢ 

Mr. Hauey. If he is given credit for everything that he presumably 
could have had, regardless of the circumstances, there would still be 
an unexplained currency disbursement of approximately $25,000 o1 
S26.000, 

Mr. DeWrxp. That means assuming, when he went to night clubs 
and cashed checks, he did not spend anything. 

Mr. Haver. If he saved every dollar through those years that he 
obtained through the medium of cashing checks at night clubs. 

Mr. DeWinpv. But if he spent a considerable amount of those that 
-cashed, then it moves up to 836,000 again 4 

Mr. Haury. Yes, sir. 

Mr. Curtis. Did you make any check of his claimed deductions for 
charitable contributions? 

Mr. Hater. We have attempted to. For example, one major church 
and several clubs do not keep adequate records of the contributions 
received, and they could not substantiate whether they did or did not. 

Mr. Curtis. The church did not keep records ¢ 

Mr. Hatey. Some of it is by envelope system, and some by cash 
contributions in the plate with no records made. Churches do not 
necessal ily have to report these contributions for tax purposes, Their 
records are not quite the same as business firms. 

Mr. Curtis. Payment to what sort of clubs would constitute a 
charitable contribution / 

Mr. Haury. None tothe clubs. I was referring, for example, to the 
American Red Cross, Boys Club, various churches, items of that 


bie 


nature. 

Mr. Curtis. The Cohan decision does not apply to charitable con 
tributions ? 

Mr. Soxotorr. May I answer that, Congressman ? 

Mr. Curris. Yes. 

Mr. Soxotorr. Basically it doesn’t, but if you examine a taxpayer, 
and he says, “I paid to the church out of pocket $2 a week,” I think it 
would be reasonable to allow him that $2 a week. 

Mr. Curtis. Is that the practice carried on all over the country with 
little taxpayers ¢ 

Mr. Soxororr. I wouldn’t know, sir. 

Mr. Kean. It takes a lot of $2 a week to get up into these several 
thousand dollar items. 

Mr. Soxonorr. Yes, sir. 

Mr. DeWinp. What you are saying, Mr. Sokoloff, is that on chari- 
table contributions it is a general practice to allow some reasonable 


estimate based on some such thing as, “well, I give $2 every Sunday”? 
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Mr. Soxovorr. Only for small amounts. 

Mr. DeWinp. Yes. It does not compare in size to this entertain- 
ment. 

Mr. Soxo.orr. No, sir; there is no comparison whatsoever. 

Mr. By WiHuIND. Mr. Chairman, | have ho further questions. 

Chairman Kine. Are there further questions ¢ 

No response. ) 

=a 


Chairman KING. Mr. Haley and Mr. Sokoloff, needless to say, the 
cohimiittee appreciates the information you have riven ana youl CO 
operation. but further than that I want to state that I do not know 

vo agents that have been more clear and knew their case as well 
or better than you two men have. This committee knows that for 
7 months vou have had a most difficult and tedious duty to pel form, 
il d all I cah say is that you have done it well. You may be excused. 

Mr. Hatey. Thank you, Mr. Chairman. 

Mr. It WIND. Mr. Ch iran, before Mr. Haley and Mr. Sokoloff 
leave. there is one thing perhaps | should get in the record. 

Has Mr. Olson offered any explanation of these items whatever? 

Mr. Hauey. We have been unable to talk to Mr. Olson. His attor- 
ney. Mr. Kleinman, won't permit him to talk to us. 

Mr. DeWrnp. You have asked for permission to question Mr. Olson 
concerning this, and Mr. Kleinman has told you that he has advised 
Mr. Olson not to talk to you ¢ 

Mr. Harry. He put it this way, Mr. DeWind. Mr. Kleinman re- 
fused us to call Mr. Olson for a hearing as we suggested on several 
occasions. Mr. Kleinman suggested that we submit a list of questions 
that we wished answered through Mr. Kleinman, and he would re- 
view those questions looking toward the criminal aspect of the case, 
and, if he was satisfied that Mr. Olson’s answers would be satisfactory, 
he would permit him to answer them in writing. However, he would 
not permit him to appear before us orally. 

Mr. DeWrnp. In view of the position he adopted here yesterday, 
I assume you have reached the right decision. That is all. 

Chairman King. Very well. The committee will now adjourn until 
the hour of 10: 30a. m.. Monday morning. 

(Thereupon at 3:45 p.m., a recess was taken until Monday, May 5, 
=9 


19 at 10:50 a.m.) 
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MONDAY, MAY 5, 1952 


House or REPRESENTATIVES, SUBCOMMITTEE ON 
ADMINISTRATION OF THE INTERNAL Revenve Laws 
OF THE COMMITTEE ON Ways AND MEANS, 
Washington, DC, 

The subcommittee met at 10:30 a. m., pursuant to recess, in the 
main committee room of the Committee on Ways and Means, New 
House Office Building, Hon. Cecil R. King (chairman of the sub- 
committee) presiding. 

Present: Representatives King, O’Brien, Keogh, Curtis, and 
Byrnes. 

Representative Doughton, Chairman of the Ways and Means Com- 
mittee. 

Also present: Adrian W. DeWind, chief counsel to the subcom- 
mittee; Charles S. Lyon, assistant counsel; John E. Tobin, assistant 
counsel; and Walter C. Taylor. 

Chairman Kine. The committee will come to order. 

Mr. Nunan, please. Will you be sworn? 


Do you solemnly swear that the testimony you will give before this 
subcommittee will be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Nunan. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF JOSEPH D. NUNAN, FORMER COMMISSIONER OF 
INTERNAL REVENUE 


Mr. DeWinv. Could you please give your full name for the record ? 

Mr. Nunan. Joseph D. Nunan. 

Mr. DeWrinp. Mr. Nunan, you were Commissioner of Internal Rev- 
enue, were you not, from March of 1944 until June 30, 1947 ? 

Mr. Nunan. Mr. Chairman, before answering any questions, may 
I have the privilege of reading a statement ¢ 

Chairman Kine. You may, Mr. Nunan. 

Mr. Nunan. With the permission of the subcommittee I should 
like to read a brief statement. 

As you gentlemen know, I appeared voluntarily before this sub- 
committee on September 12, 1951, without requiring any subpena to 
be served upon me. ‘Thereafter for 6 months I was available ané 
ready to appear again if my appearance was desired at any time. 
During the period between February 13 and March 18 of this year I 
was notified to appear on five separate occasions and on each occasion 


3733 





3734 INTERNAL REVENUE INVESTIGATION 


had reserved transportation facilities to cret here, only to have ny 
appearance ¢ anceled at the last minute by a telephone eall or telegra) 
from you advising me of still another adjournment. You finall 
asked me to = on March 18, and I did so and waited from 
a.m. until 2 p. m., after which you questioned me for about 7 hou 
until pa t 11 o'clock at night. 

On March 31 I became ill and had to be hospitalized. This was not 
the first time that I had been hospitalized for my ailment during tly 
past 4 years. I was in the hospital for more than 2 weeks and whi 
I was in bed in the hospital you caused me to be served with a subpe 
to appear before you. On April 23 my attorney appeared before yo 
with written statements from two physici lans sti iting that n iv appea 
ance should be deferred at least 2 or 3 weeks to avoid endangering m) 
health. Your physician, the poets Dr. Roberts, examined me thy 
next day and he found my blood pressure to be over 200 at that timy 
although you have not seen fit to release that information. T ha 
never seen the text of Dr. Roberts’ report although I would like to se: 
it. nor have I been informed of its contents, but I have reason to 
believe pr he agreed with my physicians that I required a furth« 
period « st. [ am here now at your direction only because I an 
Satine advice of my p shysici imns., 

As this subcommittee is aware, the assistant attorney general i1 
charge of the ¢ ‘riminal Division of the Department of Justice has beer 
quoted by the nation’s principal newspapers as stating on February 
11, 1952, that a special Federal grand jury in Brooklyn would be asked 
to investigate unspecified charges involving me, as well as several! 
others. I was specifically mentioned by name as being one of the sub 
jects of this grand a investigation. That grand jury is now in 
session. On April 24, 1952, the New Y ork Herald Tribune quoted th 
Commissioner of Internal Revenue as hi wing stated that evidence 
concerning me was being prepared for submalesion to that grand jury. 

It is my contention that I, like all other citizens, am entitled to 
have such grand jury proceedings, in which I am the subject of invest 
gation, conducted in secret and not in public. 

[ have a right that that grand jury be not influenced by occurrences 
outside the grand jury room, and specifically by publicity concernin 
me and my affairs. To bring about such an improper influence on the 
grand jury's investigation would be to perpetrate a grave injustic 
against me and would be absolutely contrary to American institutions 
Up to now in this country men have never been subjected to a public 
inquisition by responsible officers of Government while a grand jury 
was considering unspecified charges against them. 

I, like all others, am entitled to be informed as to the nature of any 
accusation brought against me before being required to answer tly 
accusation—I should not be required to make answers before I know 
of what, if anything, I am to be accused. 

And certainly I should not be defamed and condemned in the publi: 
mind in advance of any competent accusation. 

And if a charge is properly made against me I have a right to be 
confronted with the witnesses against me at that time and to cross 
examine them in a court of law, and to be tried by an impartial jury, 
and to have the effective assistance of counsel. 
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I also have the right not to be forced at any time to be a witness 
against myself in such matters. 

All the rights that I have mentioned are guaranteed to all persons by 
the fifth and sixth amendments of the Constitution. Their purpose 
is to protect innocent persons against injustice. 

I do not believe that I or any citizen should be submitted or should 
submit to a procedure which would strip me of each and every one 
of these constitutional rights in a wholesale fashion. 

And I respectfully remind you that it is very clear indeed that it 
is not at all the legitimate function of this subcommittee to attempt 
to try out here such questions as whether I have properly reported my 
personal income, and to seek to put me on trial here as a defendant, and 
then call me as a witness against myself. 

One of the Republican members of this committee stated, quite 
properly, in the executive session on September 12, 1951: “We are not 
considering your personal income, and that is not our business.” 

On April 23, 1952, according to the New York Herald Tribune, 
your counsel announced that the subcommittee would proceed with 
its public Investigation of Mr. Nunan despite the absence of the star 
witness. And the fact that during the past 10 days you have called 
a series of witnesses to testify in large part concerning my personal 
affairs indicates an attempt to put me on trial here on charges based 
on innuendo. 

Heretofore the contents of personal income-tax returns have been, 
and should be, a private matter between the citizen and his Govern- 
ment, but you have required revenue agents examining my returns to 
publicly testify as to their examination, and now apparently seek to 
examine me publicly on that subject, all of which, if I may respect- 
fully say so, is outside of the scope of this committee. 

May I point out to the subcommittee that on March 27, 1952, the 
Senate Agriculture Committee, when confronted with such a situa 
tion; that is, of the pendency of a grand jury investigation against a 
witness before the « seer e, advised the witness not to make answers 
and ruled that he would be excused from testifying. 1 commend this 
example and precedent to you as an honorable, fair, and proper ruling 
under such circumstances and in accordance with the principles of 
American justice. 

Since this subcommittee has already questioned me at great length 
in executive session, what legitimate purpose Is to be ser ved by repeat- 
ing this interrogation at this time? It is certainly not for the pur- 
ose of informing the subcommittee so as to enable it to recommend 
ectstettéas, and obviously the effect of such repititious questioning 
will be to prejudice me even more than I have already been prejudiced, 
and to do me irreparable and unjustifiable harm just at a time when 
I am said to be the subject of grand jury investigation. 

When I suggested at the executive session on March 18 that you 
defer questioning me for some of the foregoing reasons, your chairman 
stated, “The subcommittee has decided, at least for the purposes of an 
executive session of this subcommittee, we find no substance to your 
application,” and you excluded the revenue agents from the room at 
that time. Under these circumstances it is surprising to me that you 
should thereafter call upon me to testify publicly. 

Surely you gentlemen, who are all believers in the American sys- 
tem, do pot wish to subvert that system or to set an evil precedent. 





736 INTERNAL REVENUE INVESTIGATION 


I therefore respectfully suggest, Mr. Chairman and members, for 
the foregoing reasons, that you refrain from this interrogation of me 
pending this grand jury investigation. 

Chairman Kine. Does that complete your statement, Mr. Nuna 

Mr. Nunan. Yes. 

Chairman Kine. I am very sympathetic to the distress that you 
he ave re ‘lated you have undergone because of the proceedings of this 
subcommittee in connection with yourself. Neither I nor any other 
member of this committee, Mr. Nunan, promulgated the rules or had 
much to do with the traditions which make it seem necessary that a 
committee of the Congress shall explore and obtain any and all infor- 
mation it desires in dealing with witnesses that come before it, whether 
they be public officials or former public officials or just ordinary 
citizens. 

We have had very similar pleas presented to us by other witnesses. 

Let me reiterate again my concern, particularly for your distress 
in view of your acknowledged physical condition, but I cannot see in 
view of the circumstances that this committee could properly comply 
with your wish to forego any further proceedings with you as a 


/ 


withess. 

Mr. DeWinp. I think, Mr. Nunan, there was a question pending, 
before the statement you made, as to the dates of your tenure in office 
as a Commissioner of Internal Revenue. 

Mr. Nunan. I was Commissioner of Internal Revenue from, I think, 
March of 1944 until June of 1947. 

Mr. DeWIuInpb. Prior to that you had been collector of internal reve 
nue for the First New York District from 1941 to 1944? 

Mr. Nunan. I was. 

Mr. DeWrnpb. Since June 30, 1947, you have been engaged in the 
practice of law in New York City? 

Mr. Nunan. I have. 

Mr. DeWrnp. Mr. Nunan, are you enrolled to practice before the 
‘Treasury Department of the United States? 

Mr. Nunan. At the present time? 

Mr. DeWinp. Yes. 

Mr. Nunan. I did not apply for a card nor have I received a card, 
if that is what you mean. 

Mr. DeWinp. I did not hear that answer. 

Mr. Nunan. I teen not received a card this year. 

Mr. DeWrnp. You have an application pending for a card? 

Mr. Nunan. I said I have not applied for a card. 

Mr. DeWinv. During the period from June 30, 1947, until 1951, you 
did have a practice card? 

Mr. Nunan. I don't know the exact dates, Mr. DeWind, when I first 
received the card, but I did have a card during some of that period. 

Mr. DeWrnp. You had a card until they were automatically with- 
drawn by the Treasury Department last fall, is that correct? 

Mr. Nunan. That is correct. 

Mr. DeWixp. And you have not applied since that time for the is 
suance of another card? 

Mr. Nunan. That is correct. 

Mr. DeWrxp. Have you engaged in any practice before the Treas 
ury Denartment since the time the card was drawn in by the Treasury ‘ 

Mr. Nouwnan. No, sir. 
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Mr. DeWinpo. Mr. Nunan, this committee has received testimony 
covering the years 1945 to 1950, inclusive, relating to various finan¢ ial 
transactions of yours, particularly to cash deposits made by you dur- 
ing that period in various banks and brokage accounts. For the year 
1945 the testimony was that there were various unexplained cash 
transactions totaling some $24,000. One of those was an unidentified 
cash deposit to your bank account in the sum of $10,650 in 19-45. Can 
you tell the committee what that cash deposit related to / 

Mr. Nunan. I respectfully refuse to answer that question, Mr. 
DeWind. 

Mr. DeWinpb. On what grounds do you refuse 

Mr. Nunan. On the ground of my opening statement. On tly 
ground stated in my opening statement. 

Mr. Dy WIND. i did not understand your opening statement to be 
that vou declined to answer questions. On what basis are you refusing 


/ 


to answer? 

Mr. Nunan. I think my opening statement said that I was entitled 
to the privileges of the fifth and sixth amendments to the Constitu 
tion. Based on the grounds contained in those provisions, I respect 
fully refuse to answer, and also that is not a matter within the scope 
of this committee. 

Mr. DeWrxp. Mr. Nunan, how can the committee tell whether it is 
or is not in the absence of an answer? 

Mr. Nunan. I still take the same position, Mr. DeWind. 

Mr. DeWrnp. In 1945 you were Commissioner of Internal Revenue 
were you not? 

Mr. Nunwan. Yes, sit 

Mr. DeWinp. It is at least perfectly possible that a cash deposit 
from an unknown source in your bank account in the year 1945 would 
be relevant to the inquiry being conducted by this committee ‘ 

Mr. Nunan. I have already answered that, Mr. DeWind. 

Mr. DeWtnp. I was not aware that you had answered that. I 
thought you were taking the position that this was irrelevant to the 
committee's inquiry. 

Mr. Nunan. May I have Mr. DeWind’s question read ? 

(Question read by reporter.) 

Mr. Nunan. It is not possible, too, Mr. DeWind. 

Mr. DeWrnp. The committee is seeking information, Mr. Nunan, 
as to the source of that cash deposit. It is quite possible that if you 
answered it there “ge be some explanation. 

Mr. Nunan. Well, it is my opinion, Mr. DeWind, that deposits 
in my bank cannot At ly be within the scope of this committee. 

Mr. Byrnes. Mr. Nunan, do you not believe that this committee 
should be concerned with unexplained income or receipts of money 
by persons in as high a position as that of Commissioner of Internal 
Revenue while that person is in office ? 

Mr. Nunan. Mr. Byrnes, may I say in answer to your question the 
answer would be: Not unless the committee has some reason to be- 
lieve that that deposit had something to do with my position or any- 
bodv’s position in a public office. 

Mr. Byrnes. If it is unexplained, how are we able to know one 
way or another without inquiring of the individual concerned and 
asking for an explanation as to whether it was received some way 
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or other in connection with his duties, or on the other hand, m a ver) 
legitimate way’ Do you not think that it is the responsibility of 
this committee to find out whether it is explainable or not explan 
able, whether it had something t6 do with his duties or did not have 
something to do with his duties / 

Mr. Nunan. Mr. Byrnes, in my opinion, until you have some ey 
dence that you did, then it is questionable to me whether the com 
mittee should question anybody about that. 

Mr. Byrnes. In other words, you take the position after your long 
years in the Government service that Congress should not inquir 
unless it has absolute proof that there is something wrong / 

Mr. Nunan. Or some proof. 

Mr. Byrnes. Is not the fact that the source of the funds is in larg: 
amounts and completely unexplained certainly proof to make tin. 
committee look into the source of the funds, and inquire of the perso 
concerned, and seek an explanation ¢ 

Mr. Nunan. No, sir: not in my opinion, 

Mr. Curtis. Mr. Chairman. 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. Mr. Nunan, | followed the statement that you read 
It is my understanding that there is a Federal statute which says thai 
a witness before a congressional committee shall not be excused fron 
answering on the ground that the answers or the inquiry might em 
barrass or degrade him, or something to that effect. 

Now, on the other hand, the committee has always respected the 
constitutional grounds where a witness contends that an answer to a 
question might tend to incriminate him. Do I understand that is the 
basis of vour objection ¢ 

Mr. Nunan. Mr. Congressman, the basis of miy objection is the 
entire language of the fifth and sixth amendments. 

Mr. Curtis. And that includes the ground that it would tend t 
incriminate you ¢ 

Mr. Nunan. I do not think the fifth and sixth amendments include 
those grounds; no, sir—include that language, let me correct myself 

Mr. Curris. You are basing it on the ground that vou should not 
be compelled to testify against yourself ? 

Mr. Nunan. As well asthe other prov isions of both of those amend 
ments; ves, Sir. 

Mr. Curtis. You concede the fact that the determination whether 
or not something is relevant is a matter for the committee to deter 
mine and not its witnesses? 

Mr. Nunan. I concede that the committee is perfectly within their 
rights in asking any of those questions; yes, sir. 

Mr. Curris. I think, so that we might know what the position of 
the witness is, that he should be specific, and if he feels that 
the answer would tend to incriminate him, and wishes to avail himself 
of that. he should do so. 

I would like to ask vou, Mr. Nunan, did you receive any fee, com 
pensation or other remuneration for the performance of any act or 
service rendered as Commissioner of the Bureau of Internal Revenuv 
other than your Government salary ? 

Mr. Nunan. The answer would be no. 

Mr. Curtis. That is all, Mr. Chairman. 

Chairman Kine. Proceed. 
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Mr. DeWinp. Mr. Nunan, it has been testified here that during the 
vear 145 you made cash payments of some 56.600 on account 
of Federal income-tax payments, and that these cash amounts were 
delivered to the collector's office in Brooklyn. What was the source 
of the cash that you used to make those payments of estimated tax for 
the year 1945° 

Mr. Nunan. I respectfully refuse to answer that question, Mr. 
DeWin . 

Mr. DeWinvb. On what grounds do you refuse to answer that ques- 
tion ? 

Mr. Nunan. On the same grounds as I stated before. 

Mr. DeWtnp. Is one of those grounds that to answer that would 
he compelling you to testify against vourself / 

Mr. Nunan. Yes, sir. 

Mr. DeWinv. Mr. Nunan, the testimony has been given here that 
in the year 1946 you made certain purchases of the stock of the Gay- 
lord Container Corp., and that you paid for this stock with cash. 
How did you come to buy that stock, Mr. Nunan ¢ 

Mr. Nunan. I respectfully refuse to answer that question, Mr. 
DeWind. 

Mr. DeWinp. You refuse to give the reasons why you purchased 
that stock ? 

Mr. Nunawn. Yes. sir. 

Mr. DeWrnp. For what reason do you decline to answer that ques- 
tion 

Mr. Nuxnax. On the same ground that T have already stated. 

Mr. DeWtnp. Are you telling the committee, Mr. Nunan, that your 
reasons for purchasing this Gaylord stock, if you gave them, would 
be causing you to testify against yourself ? 

Mr. Nunan. Yes, si 

Mr. DeWtnp. From what source did the cash come that you used 
to purchase that stock / 

Mr. Newan. I respectfully refuse to answer that, Mr. DeWind, 
on the same erounds. 

Mr. DeWinp. Was not the purchase of the Gaylord stock rec- 
ommended to you by an attorney that had a matter before you while 
vou were Commissioner of Internal Revenue / 

Mr. Nunan. I respectfully decline to answer that question, Mr. 
DeWind. 

Mr. Byrnes. Would vo state there the ground ¢ It does not do 

s much good, Mr. Nunan, if vou just say Vou decline to testify. You 
had better at least give us the erounds. 

Mr. Nt NAN. Mi Byrn S. I <aid on the same eround as before. If 
you W ish me to repeat each time, I will. 

Mr. BYRNES. | think you had better. 

Mr. Nuxan. Under the fifth and sixth amendments to the Const 
tution. 

Mr. DeWinxp. Mr. Nunan, it has been testified here that you told 
agents of the Bureau of Internal Revenue that you regularly destroy 
iH] vour canceled checks and bank statements as they are received, or 

ery soon after they are received. Is that accurate / 

Mr. Nuwxan. [ respect fully decline to answer that, Mr. DeWind. 

Mr. DeWinp. Have you at the present time any canceled checks 
m bank accounts maintained by you for the period 1945 to 1950? 
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Mr. Nunan. I respectfully refuse to answer that question on thy 
Same vrounds. 

Mr. DeWinv. That is; you refuse to answer whether you even hav: 
them in your possession ¢ 

Mr. Nuwan. Yes, sir. 

Mr. DeWinp. Mr. Nunan, have you produced any books, records. 
or documents, with respect to the period 1945 to 1950, pursuant t 

-ubpena of this committee / 

Mr. Nunan. No, Mr. DeWind. 

Mr. DeWrnpn. Do you refuse to do so? 

Mr. Nunan. On the advice of counsel, I do refuse to do so; yes, sii 

Mr. DeWrnp. On what basis do you base your refusal / 

Mr. Nuwan. On the basis it would be a violation of the fourt! 
rmendment, and the fifth and sixth amendments. 

Mr. DeWinp. Specifically, what are the violations of the constit 
tional prov islons that would be involved in making these books ane 
records available ¢ 

Mr. Nunan. The first contention would be unlawful search and 
seizure; secondly, as I read in the statement, page 2, I have a right 
that the grand jury not be influenced, and I have a right to be con 
fronted with witnesses against me, and to cross-examine them, and 
I have also the right not to be forced at any time to be a witnes 
against mvself. 

Mr. DeWrnp. These are your own books and records we are talk 
ng about now. In asking you to produce those pursuant to a proper 
na, is there any possiblity of unlawful search and seizure ? 

Mr. Nuwnan. It is my contention that the subpena is not prope: 
nd constitutes an unlawful search and seizure. 

Mr. DeWixp. What is the impropriety in the subpena-to whi 
you refer? 

Mr. Nunan. Both as to the form of the subpena and the fact tl 
t was issued to me under the circumstances that I am now in. 

“Dy Wino. Are you Te that it is not* within the scope of 
t] ! tigation being conducted | \ this committee to examine tl] 


it iWesi.lgi 

ersonal records of top Government officials during the time that 
they OCCUPY that position ¢ 

Mir. Nunan. I am claiming that to produce those records at t! 


time would be a violation of my rights under the fourth, fifth, 
mendments. 

Mr. DeWinn. Mr. Nunan, when did you first refuse to predu 
our personal books and records in connection with the investigation / 

Mr. Nunan. When the subpena was first served on me. I think i 
was the March 18 session, Mr. De Wind. 

Mr. DeWinp. Now, prior to that time, and prior to the institutio1 
of any grand jury proceedings, had you not refused to make book: 
and records available to revenue agents? 

Mr. Nunan. I had not been subpenaed up until that time. 

Mr. DeWrnp. Had you not refused to make them available? 

Mr. Nunan. No. 

Mr. DeWinp. You had not declined to produce any personal book 

vl records ¢ 

Mr. Nunan. My recollection is, Mr. DeWind, that everything I had 
or could get I produced to them and gave them. 


XTi} } 
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Mr. DeWinp. Of what did that consist that you produced and 
gave them ¢ 

Mr. Nunan. I think that consisted of whatever duplicate bank state 
ments | could get, photostats of checks that I could get, and what other 
records | could get. 1 gave them. 

Mr. DeWinp. What did you tell the agents about the bank state- 
ments and canceled checks at that time / 

Mr. Nuexawn. I decline to answer that Mr. DeWind, on the same 
ground. 

Mr. DeWrnp. You decline to say now what you told them / 

Mr. Nunan. Yes. 

Mr. DeWInp. You told them, did you not, that they had all been 
destroved ¢ 

Mr. Nunan. I decline to answer that, Mr. DeWind. 

Mr. Byrnes. Will you state your grounds? 

Mr. Nunan. On the same grounds, that it would be a violation of 
the fifth and sixth amendments. 

Mr. DeWixp. In fact, had you destroyed all your canceled checks 
and bank statements for this period, 1945 to 1950, at the time that 
the agents asked you ‘ 

Mr. Nunawn. | decline to answer that on the same erounds, Mr. 
DeWind 

Mr. DeWixp. When did the agents of the Bureau of Internal Reve 
nue first ask you to produce vour canceled checks and bank statements / 

Mr. Nt WAN. | don't re ollect. Mr. DeWind. 

Mr. DeWurnp. In any event, it was long before any grand jury 
proceeding was instituted, was it not ¢ 

Mr. Nt NAN. Yes, Sir. 

Mr. DeWrnp. At the time that the revenue agents made these i: 
quiries of vou, did vou give them any information that was false or 
erroneous ¢ 

Mr. Nunan. No. I don't think I did, Mr. DeWind. 

Mr. DeWinp. Then, if you told them that your canceled checks and 
bank statements had been destroved, that was an accurate statement ¢ 

Mr. Newnan. I decline to answer that question, Mr. DeWind. 1 
have already answered it. 

Mr. DeWinp. Mr. Nunan. there was testimony gviven here concer! 
Ing your representation of the Brown & Bigelow Co. in connection 
with an application for an income-tax ruling. How did you come to 
be retained by the Brown & Bigelow Co. ? 

Mir. Nuwan. I respectfully decline to answer that question on the 
same grounds, that it would be a violation of my rights under the 
fifth and sixth amendments. 

Mr. DeWinp. Is it not a fact. Mr. Numan, that in 1946, while you 
were Commissioner of Internal Revenue. you personally considered 
and passed upon an application from Brown & Bigelow ¢ 

Mr. Nuwan. I respectfully decline to answer, on the same grounds 

Mr. DeWinp. The records of the Bureau of Internal Revenue re 
vealed that vou did. Do you deny that you did pass on that applica 


tion ¢ 


“v O16 ¢ 


uring 
Mr. Nunan. | respect fully decline to answer the question, Mr. 1) 
It's) } P ' 
Wind. on the same vroul ds 

Mr. DeWinp. I 1847 the application was 


1 rf \ rected os their ee 
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Mr. Nuwnan. I respectfully decline to answer that on the same 
ground, that it would be a violation of the fifth and sixth amendments. 

Mr. DeWinp. It was testified here, Mr. Nunan, that you received 
stock of Brown & Bigelow, as a fee for your representation in that 
matter, which had a value of close to $25,000. Did you receive that 
stock as a fee? 

Mr. Nunan. I respectfully decline to answer that question, Mr. De- 
Wind, on the same grounds. 

Mr. DeWinp. Mr. Nunan, I would like to direct your attention to 
the fact that in your prior appearance before this committee certain 
questions concerning that transaction were put to vou and were an 
swered by you. I draw your attention to at least the possibility that 
you waived the right now to decline to answer those questions, and I 
repeat the question: Did you receive a fee of close to $25,000 from 
Brown & Bigelow for representation in that matter? 

Mr. Nunan. I respectfully decline to answer, Mr. DeWind, on the 
same ground. 

Mr. DeWtnp. Did you receive a fee of close to $25,000 from Mr. 
Ward, the president of the company ¢ 

Mr. Nonan. I respectfully decline to answer on the same ground. 

Chairman Kine. Mr. Nunan, you can ask for and will be granted a 
recess at any time you desire. 

Mr. Nunan. Thank you, Mr. Chairman. 

Mr. DeWinp. Mr. Nunan, do you know Mr. Joseph Applebaum ? 

Mr. Nunan. Yes, sir. 

Mr. DeWinp. How long have you known Mr. Applebaum ? 

Mr. Nunan. Approximately 10 years. 

Mr. DeWtnp. How did you first meet him? 

Mr. Nunan. My recollection is I was introduced to Mr. Applebaum 
by Mr. Olson. 

Mr. DeWrnp. Do you recall where the meeting took place? 

Mr. Nunan. No, sir. 

Mr. DeWinpv. That was when you were collector of internal revenue 
and Mr. Olson was your assistant collector ¢ 

Mr. Nunan. Yes, sir. 

Mr. DeWinpv. After your appointment as Commissioner of Internal 
Revenue, shortly after that, did Mr. Applebaum come to see you 
concerning an application for a wine producing permit / 

Mr. Nunan. | respectfully decline to answer that question, Mr. 
DeWind, on the ground that it would be a violation of my rights 
under the fifth and sixth amendments. 

Mr. DeWinp. There has been testimony here, Mr. Nunan, that 
Mr. Applebaum did speak to you about getting a wine permit issued, 
and that vou intereeded on his behalf and attended a conference 
in New York City at the office of the Aleohol Tax Unit supervisor. Did 
that happen, that you intereeded and set up a conference there? 

Mr. Nunan. | respectfully decline to answer on the same ground. 

Mr. DrWinp. I assume, Mr. Nunan, that you are not contending 
that that question is in any way irrelevant to the inquiry of this 
eormiiittee / 

Mr. Nuxan. No, sir. 

Mr. DeWinxv. So on what ground are vou basing your refusal to 


answer that question ¢ 
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Mr. Nonan. The fifth and sixth amendments, and the words con- 
tained therein, Mr. DeWind. 

Mr. DeWrnp. Specifically what provision of the sixth amendment 
is the basis of your refusal ¢ 

Mr. Nunan. The entire language of the sixth amendment. 

Mr. DeWrnp. Do you have that language there? 

Mr. Nu NAN, No. sIr 

Mr. Byrnes. Do you know what it says? 

Mr. Nunan. I have read it; yes, sir. I do not know it by heart, 
though. 

Mr. Byrnes. In general what does it say? 

Mr. Nunan. It says that one has the right to be tried by a jury. 

Mr. Byrnes. You know that this committee has not, nor is it intend- 
ing, a trial in this instance, do vou not! We cannot sentence you for 
anything. 

Mr. Nunay. I could not say that I do not know that, Congressman ; 
no. It seems as if I am being made a defendant here. 

Mr. Byrnes. You are asked to explain certain conduct of yours 
while you were Commissioner of Internal Revenue. What is there 
in that amendment to the Constitution that gives you the right to 
refuse to answer questions in that regard ¢ 

Mr. Nunan. In my opinion, what I just stated, Mr. Congress- 
man. 

Mr. DeWrnp. Mr. Nunan, do you have in mind any specific crime 
for which you might be indicted which would be in any way related 


to an answer to that ¢« juest mn that has been asked yous 


Mr. Nt NAN. Ye 3, Sr: there are. 


Mr. DeWinp. W! ey 

Mr. Nunan. That lec] toa er, Mr. DeWn 

Mr. DeWinp. These crimes yeu say you have in mind, would 
statute of limitation iot bar the prosecution ¢ 

Mr. Nunan. I do not know, Mr. DeWind. It might not 
might not. 

Mr. DeW inp. The period that we are referring to here, accordi 
to Mr. leer age tes ony and other testimony, goes ba k tot 
yeal 14; that is, acts of yours in the year 1944. Do you know of 
poss ble crime for \ h vou might be indicted, growing t of 
answer to the quest ) t] if Is pending, a would not be barred 
ang 


t] 


. » statute of limitations if it occurred 1 

Mr. Nunan. Mr. DeWind, if you will root it, I would rather 
have Mr. Burke answer that question, because it lenolven legal techni 
calities. 

Mr. DeWrnp. Mr. Chairman, do you v 
make an explanation behalf of Mr. Nw 

Chairman KIne. u may, Mr. Burke 

Mr. Burke. Mr. Chairman, Mr. DeWind has asked Mr. Nunan a 
technical ques stion, re { ner to the tatute of lmitat ons, 1n respect to 
Mr. Nunan’s refi wer questions concerning a permit granted 
to Mr. Ap cr ag al tt therefore Mr. Nunan aske | Mr. DeWind to 
permit me to answer the question because the point in Mr. DeWind’s 
question is, I take it, that Mr. Nunan would not have a constitutional 
right under the fifth and sixth amendments to refuse to answer ques- 
tions relating to a period that in time was barred by the statute of 


91550—52—pt. 469 
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limitations, and the answer to it is that there has been testimony be 
fore this committee and public statements and releases attempting 
to tie Mr. Nunan and Mr. Olson and Mr. Applebaum together in some 
sort of vague conspiracy, and, under those circumstances, it would 
be very unwise for any witness to assume that some contention would 
not be made that he was a party to a conspiracy that lasted into the 
period of the statute of limitations. That is the answer to Mr. De 
Wind’s question. 

Mr. DeWinpb. A conspiracy to do what, Mr. Burke? 

Mr. Burke. While it has never been made very clear in the innuendo 
that comes out as to just what it is conspiracy to do, I gather the cor 
tention is intended to be created that it is conspiracy to violate Fed 
eral laws relating to the conduct of the Aleohol Tax Unit. 

Mr. DeWinp. I just want to say, Mr. Burke, that I do not believ: 
the committee—and I certainly am not adopting in any way your 
suggestion that what you say is true, that there is any allegation of 
conspiracy here, or that any such charge has been made—the com 


mittee is simply trying to get information pertaining to the adminis 
tration by Mr. Nunan of his office as Commissioner of Interna! 


Ri venue, 

Mr. Nunan, are you familiar with the manner in which Mr. Olsor 
came to be appointed as Alcohol Tax Unit supervisor for the New York 
district / 

Mr. Nunan. Yes: I think I am. 

Mr. DeWinp. Well, could you tell the committee how that came 
about / 

Mr. Ni NAN. I thin! c. as I recall it, some friend of Mr. Olson had 


poken to him of the possibilities of his being ap pointed supervisor 
of the Aleohol Tax Unit in New eg be for that district. 
Mr. Dy WHIND. some fr} end of his | a to you ¢ 


Mr. Nunan. No: to him, not to me. sm s 

Subseq ent to that . | think | he went to the State Democratic org 
‘ation and got their endorsement and was subsequently appointe 
That is as I re ill the facts. 

\Ir. DeW IND, Did Mr. Olson speak Lo you before any of t| 
happened ¢ 

Mr. NUNAN The first time » Mr. Ison spoke to me I told him that 
nh my Opinio IL didn’t think he ah | be ap pointed. 

Mr. DreWinp. In your opinion you did not think he could 
appo nted ? 

Mr. Nunan. That is right. 

Mr. DeWinp. Why did you tell him that? 

Mr. NUNAN. Because | did not think he could get the endorsement 

Mr. DeWinpb. Was any political endorsement required for appoint 
ment to that position é 

Mr. Nunan. No, sir. 

Mr. DeWinp. Did you control the appointment to “y at position ? 

Mr. Nuwan.. Yes, sir: I could have either made or given it to 
someb uly else. 

Mr. DeWrnp. I fail to understand what you meant when you told 
him you did not think he could obtain the appointment. 

Mr. Nunawn. At that time I wanted him to get the endorsement, if 


he wanted the position. 
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Mr. DeWrnp. Is it your position that as Commissioner of Internal 
Revenue you would not have appointed al ybody to that civil-service 
post without political endorsement ‘ 

Mr. Nunan. No, sir. If he was qualified, that would be the first 
basis for the appointment : 

Mr. DeWinp. Was Mr. Olson in your view qualified 

Mr. NUN in. | thought he was: yes, sir. 

Mr. Dy WIND. So you believed he Wits qualifi d. but you told 1m 
you did not think he could cet the appointment ¢ 

Mr. Nunan. That is correct. No: I told him I didn't 
could vet the endorsement. 

Mr. DeWinp. And with: he endorsement you 
to appoint him / 

Mr. Nunan. Ne 

Mr. DeWinp. W] 

Mr. Nunan. W)] 

Mr. DeWunp. \ 

Mr. Nunan. J 

Mr. DeWinp. W 
jobs in the Interna 

Mr. Nunan. No, 

Mr. DeWinp. WI 

Mr. Nunan. There 

Mr. DeWinp. W 
required political 

Mr. NUNAN. No. 

Mr. DeWInp. | 
explanation, Mr. Nu 
fill t! particul r 
that / 

Mr. Nunan. There 
I think In the case of 
ubmitted by e local organization, or b’ mebody 1 

Mr. DeWinp. That appear yne of the troubles 
lectors of internal revenue. They were pol | 
this period the Alcohol Tax position was a civil-service position. 

Mr. Nunan. That is correct. 

Mr. DeWinp. But still you would not fill it with a person you 
deemed qualified without nolitical endorsement. 

Mr. Nunan. Not in that case, no, sir. 

Mr. DeWInp. Did ye have other cases while you were Commis 
sioner in which COp ¢ ivil-service positions were vacant that you would 
not fill them without pol tical approval ¢ 

Mr. Nuwan. Not that I reeall at this time. Mr. DeWind. There 
may have been, but just at the moment I don’t r eall. 

Mr. DeWinp. How can it be that this one position, if indeed it was 
only one position, could not be filled without political endorsement? 
Mr. Nunan. I haven’t any explanation for it, Mr. DeWind. 

Mr. DeWinp. How would you form the impression that when 
your friend, Mr. Olson, came to you and applied for the job, and you 
considered him qualified, that you neve rtheless felt unable to appoint 
him 7 

NI N NAN | might i\ Mr. Olso came from thi same county 


I did, ind that I wanted the endorsement of the county leader for 


Itical appointees, 
i 
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that position. He came from the same State that I did, and I wanted 
the endorsement of the State for that position. 

Mr. DeWinp. You appointed Mr. Carroll Mealey as head of the 
Alcohol Tax Unit while you were Commissioner, did you not? 

Mr. Nunan. Yes, sir. . 

Mr. DeWinp. Did you follow the same practice in his case? 

Mr. Nunan. No. I had known Mr. Mealey for many years. I knew 
his qualifications. I knew he had been former State tax commissioner 
for the State of New York. I knew he had many qualified positions 
in the State of New York, and when his name was submitted to me, 
| accepted. 

Mr. DeWinp. Who submitted the name to you, Mr. Nunan? 

Mr. Nunan. I-think the Democratic organization of New York 
submitted the name. I am not sure. 

Mr. DeWinp. The political approval came with the suggestion? 

Mr. Nunan. I beg your pardon? 

Mr. DeWrnpv. The political endorsement came with the nomina- 
tion ? 

Mr. Nunan. Naturally, if it came from the New York State Demo 
cratic organization, that would be so. 

Mr. DeWtnp. That is a civil-service position, too, is it not? 

Mr. Nunan. Yes, sir. 

Mr. Byrnes. As a matter of fact, you cleared all of your appoint- 
ments, whether they were civil-service or otherwise, with the local 
political organin ition, did you not? 

Mr. Nunan. Not all of them, Congressman; no, sir. 

Mr. Byrnes. How many did you not? 

Mr. Nunan. I would say there were at least three or four top civil- 
service positions right within the Bureau that I made without clear- 
Ing with any. political organizations whatsoever. 

Mr. Byrnes. You mean they were in office at the time? 

Mr. Nonan. They did not have that position. I promoted them 
to the office. 

Mr. Byrnes. It was a promotion? 

Mr. Nunan. Yes, s 

Mr. Byrnes. What a filling vacancies other than by promo- 
tions? Those were all cleared, were they not, through the political 
organization ? 

Mr. Nunan. The ones outside, I would say, yes. That is, outside 
the Bureau. 

Mr. DeWinp. Were there any other top Washington positions or 
field positions in the Alcohol Tax Unit that were filled on that same 
basis? 

Mr. Nunan. Not anything in Washington; no, sir. 

Mr. DeWrnp. How about the field positions ? 

Mr. Nunan. I think there was one case in the field that was similar 
to that, and I think that was the one in Chicago, the appointment of 
the Aleohol Tax Unit supervisor for the District of Chicago. 

Mr. DeWrnp. That was the appointment of Mr. Daniel Conerty ? 

Mr. Nunan. That is correct; yes, sir. 

Mr. DeWrnp. Did you know Mr. Conerty personally # 

Mr. Ncnan. Yes, sir. 

Mr. DeWrnp. Did you know his qualifications ? 
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Mr. Nunan. I had met him several years ago. I knew he had been 
the chief field deputy in the collector’s office in Chicago, and I knew 
he hi ad whi: at | nae. F a vood record the re. He was endorsed by the 
supervisor of that district and endorsed by the collector, who he had 
worked under, and I thought with those qui alific: ations he wi as qui ilified 
for the position. 

Mr. DeWrnp. But still you got political endorsement before you 
made the appointment ? 

Mr. Nunan. In Mr. Conerty’s case I don’t think it was strictly like 
that. | know ] had “ome recommendations from people who were 
identified with the organization. I didn’t know at that time that 
they had a regular State organization in Chicago or anybody who 
was the head of it. I don’t think they endorsed Conerty. 

Mr. DeWrnp. Were there any other top field positions or Wash- 
ington positions in the civil-service system that you filled on that 
basis ? 

Mr. Nunan. I don’t think so, Mr. DeWind, not to my recollection. 

Mr. DeWtnp. Are you sure, Mr. Nunan, that there were no other 
top positions in the civil-service system that during your tenure were 
filled in that w: iv? 

Mr. Nt NAN. I didn’t Say | Was sure, Mr. De Wind. | sald they 
don’t come to my mind at this moment. 

Mr. DeEWInpb. You cannot think of any others ? 

Mr. Ncnan. No, sir: not at the moment. 

Mr. DeWrINbd. Do you know whether that method of making ap 
ointments was in violation of any of the civil service !.ws or regu 
ations / 

Mr. Nunan. No, sir: Ido not. I think all of these men had civil- 
service status before they were appointed to their positions. 

Mr. De Wrnp. In the case of Mr. Olson, who had been assistant. col- 
lector in Brooklyn, he had been blanketed into the civil service SYS- 
tem, is that right? 

Mr. Nunan. That is correct, yes, sir, under the Ramspeck Act, I 
think. 

Mr. DreWIND. So when you W ished to reappoint him to the Federal 
service, he h: acl bee n out for a couple of years in the Applebaum wine 
business, is that correct ! ( 

Mr. Nunan. Yes, sir. 

Mr. DeWinp. When tie wanted to get back in the service, he already 
had civil-service status, so you could appoint him directly to that posi- 
tion? 

Mr. Nunan. Yes, sir. 

Mr. DEWIND. Were there any job qualifications that he had to show 
he possessed in order to get that appointment, or could it be done 
oo ally? 

Mr. wAN. I do not — I heard your question ? 

Mr. De W inp. Did he have to show qualifications for that position, 
or could he be appointed to it without regard to qualifications ? 

Mr. Nunan. Show qualifications to Civil Service, you mean ? 

Mr. DeWrnp. No; qualifications to act as Alcohol Tax Unit super- 
visor. 

Mr. Nunan. To Civil Service, or to me? 

Mr. DeWirnp. Either one. 
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Mr. Nonan. To me. I thought he was qualified, because he had 
served with me for many years in the collector's office. Whether he 
had to qualify before Civil Service for it or not. I don’t know 

Mr. DeWinb. Subsequent to your retirement as Commissioner, you 
entered into an arrangement with Mr. Olson, did you not, for the sale 
of printing contracts for the American Lithofold Co. in New York? 

Mr. Ncnan. I decline to answer that question, Mr. DeWind, or 
the same grounds that I have previously stated. 

Mr. DeWrxv. You and Mr. Olson together were instrumental ir 
making sales of printing contracts for American Lithofold to brewery 
and liquor concerns in the Olson district, were you not ¢ 

Mr. Nonan. I decline to answer that question, Mr. DeWind, o1 
the same grounds. 

Mr. DeWrnp. Did you see anything wrong in getting Mr. Olsor 
into the position of selling printing contracts to liquor concerns hi 
supervised ¢ 

Mr. Nunan. I never got him into the position of doing it, Mr. Ds 
Wind. 

Mr. DEWIND. You iy you did not get him into that position 4 

Mr. Nunan. No, sir. 

r. DeEWrnp. Did you not sell or help to sell contracts to liquor 

New York? 

A NUNAN., I ve already declined to answer that question as far 
as myself is concerned, Mr. DeWind, but I did answer your question 
and say I was not instrumental or did not get Mr. Olson into that 
rion 

r. DeWrnp. Mr. Olson shared in the fees from the contracts that 
you were able to help him get, did he not ¢ 

Mr. Nunan. I respectfully decline to answer that question, Mr 
De Wind, on the same ground. 

Mr. DeWrnp. In fact, were any printing contracts for America 
Lithofold ever sold by you or Mr. Olson to anyone but the liquor 
coneerns in New York? 

Mr. Nunan. I decline to answer that question on the same ground, 
Mr. DeWind. 

Mr. DeWin». If there were any sales to nonliquor or nonbrewery 
concerns, they were very small ones, were they not ? 

Mr. Nunan. I have already declined to answer the major question, 
Mr. DeWind. I take the same position with that one. 

Mr. DeWinp. Did you attempt or succeed in making sales of 
American Lithofold printing contracts to Mr. Charles Merenoff o1 
any company of Mr. Merenoff ? 

Mr. Nunan. I have already declined, and I continue to decline, 
to answer that question respect fully on the same grounds, Mr. DeWind 

Mr. DeWrnp. Do you know Mr. Charles Merenoff ? 

Mr. Nunan. I do. 

Mr. DeWrnp. Is he engaged in the liquor business, or was he with 
in the past 3 years ¢ 

Mr. Nunan. Yes, sir. 

Mr. DeWinp. What is the name of his company ? 

Mr. Nonan. Blue Crest Wine Co., I think. 

Mr. DeWrnp. Did you assist in any way in getting the Blue Crest 
Co. its liquor permit ¢ 


po 
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Mr. Nounan. I respectfully decline to answer that question, Mr. 
DeWind, on the same ground. 

Mr. Curtis. Mr. Counsel, when was that? 

Mr. DeWrnp. On or about November 30, 1945, Mr. Curtis. 

Mr. Nunan, when you appeared in the executive session of this 
committee in September of 1951 you were asked certain questions 
concerning the Blue Crest case and your relation with Mr. Merenoff, 
were you not! 

Mr. Nunan. Yes, sir. 

Mr. DeWrnpb. At that time you answered those questions, did you 
not ¢ 

Mr. Nunan. I decline to answer that at this time on the same 
grounds. 

Mr. DeWinp. Mr. Chairman, is there any objection to reading 
portions from that closed session testimony relating to the Blue Crest 
matter ¢ 

Chairman Kine. I think under the circumstances it may be wise to 
pass up the question for the time being. 

Mr. DeWinp. The line of inquiry, Mr. Chairman, was not terribly 
Important, and if the committee wishes to have time to consider, I 
think there will be no harm in that. 

Chairman Kine. My own personal opinion is that I do not want 
the committee to be obliged in an unimportant matter to pass on a 
precedent that I for one am not able to conceive to be the thing to do, 
that is, to employ material adduced in executive session in public 
session. It would seem silly under the circumstances, in my opinion, 
to have the executive sessions at all. 

For the time being, | believe it would be the wish of the committee 
that we not do that. 

Mr. Kean. May IL ask one question, Mr. Chairman ? 

Chairman Kina. Mr. Kean. 

Mr. Kean. Mr. Nunan, did you have anything to do with the leas- 
ing of the Ludwig Bauman Building on Broad Street and Central 
Avenue, Newark, through the Internal Revenue Bureau ? 

Mr. Nunan. No, sir. 

Mr. DeWrnp. Mr. Nunan, are you familiar with the manner in 
which the Ludw cr Bauman Building in Newark came to be rented 
as the collector’s office? 

Mr. Nunan. No, sir: I have no recollection of that at all, Mr. 
DeWind. 

Mr. DeWtsxn. Did Ludwig Bauman own the building that was 
leased to the Bureau of Internal Revenue as the collector’s office in 
Brooklyn ¢ 

Mr. Nunan. Yes, sir. 

Mr. DeWinp. Were you familiar with that transaction ? 

Mr. Nunan. I was collector at the time, and I know there were 
four or five buildings offered to us, and someone came up from the 
Treasury Department and decided that was the best building, and 
it was taken. ; 

Mr. DeWrnp. Was it at the same time that the Newark building 
was taken, too? : 

Mr. Nunan. I don’t know, Mr. DeWind. I don’t know when the 
Newark building was taken. 
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Mr. DeWrnp. Do you personally know any of the officials of the 
Ludwig Bauman Co.? 

Mr. Nunan. I think at that time I met the president. I forget 
what his name is. 

Mr. DeWrinp. Was that Mr. Froelich? 

Mr. Nunan. That does not sound familiar to me; no, sir. 

Mr. DeWrnp. You met those people only in connection with the 
signing of that lease, is that right? 

Mr. Nunan. Yes, sir. 

Mr. DeWrnp. There is a copy of a telegram in the Bureau of In 
ternal Revenue files, apparently dated March 14, 1944, which purports 
to be signed by you, addressed to Mr. S. L. Froelich, president, Lud- 
wig Baumann Co., which reads: “ Your proposal dated March 8, 1944, 
offering the Bureau of Internal Revenue 18,161 square feet of space at 
an annual rental of $32,900 from date of occupancy to June 30, 1944, 
and with a renewable option for seven consecutive years at the same 
rate is hereby accepted. Signed, Joseph D. Nunan, Jr., Commis 
sioner. 

Was that the Brooklyn office? 

Mr. Nunan. I don’t recall that at all. It could not have been 
the Brooklyn office, could it? What was the date of it? 

Mr. DeWrnp. The telegram is dated March 14, 1944. 

Mr. Nunan. The collector’s office was already in the Brooklyn 
office at that time. Mr. DeWind. 

Mr. DeWrnp. Was there possibly a question of increasing the 

mount of space that the collector occupied in the building, or did 
collector’s office occupy the whole building ? 

Mr. Nunan. At the time I left, they occupied the whole building, 
I believe, or they may have taken another floor, I don’t know. 

Mr. DeWtxv. Did you personally participate in the negotiations 
for the lease of that building ? 

Mr. Newnan. In Brooklyn? 

Mr. DeWINpD. Yes. 

Mr. Nunawn. Yes, sir, I was collector at the time, and we were i 
the Federal building. As I say, there was one man up from thi 
Treasury. and several buildings and several sites were offered, al 
then one of the Assistant Secretaries came up and this building wa 
agreed upon as the best. one. 

Mr. DeWrnp. Did you personally recommend the leasing of that 
building ? 

Mr. Nunan. In Brooklyn? 

Mr. DeWInpb. Yes. 

Mr. Nunawn. I thought it was a better building of all those tha 
wert offered to us; yes, sir. 

Mr. De WIND. Did you have any connection or knowledge concer?! 
ing the leasing of the building in Newark ? 

Mr. NUNAN. Not to my recollection : no, sir. I don’t recall anything 
about the Newark building whatsoever. 

Mr. DeWrnp. It was the same company that owned both of them ? 

Mr. Nunan. Evidently, yes, sir. 

Mr. DeWrnv. Was the Newark building leased after you becanx 
Commissioner / 

Mr. Nunan. AsI say, I don’t recall when the Newark building was 
leased, Mr. DeWind. 
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Mr. DeWtnp. Mr. Nunan, did you participate in any way person: al- 
ly in the issuance of a liquor permit to the Gotham Liquor Co.? 

Mr. Nunan. I sakes refuse to answer that question on the 
same ground I stated in the Blue Crest and the Applebaum. 

Mr. DeWrnp. The records indicate that you personally did direct 
the issuance of that permit. Is that not a fact? 

Mr. NuNAN. I respectfully refuse to answer on the same ground, 
Mr. DeWind. 

Mr. DeWinp. Did anybody outside the Bureau of Internal Revenue 
exert pressure on you for the issuance of that permit other than the 
taxpayer himself or his representatives ? 

Mr. Nunan. May I have that question repeated, Mr. DeWind? 

(Question read by the reporter.) 

Mr. Nunan. No, sir: not to my recollection, Mr. DeWind, they did 
not. 

Mr. DeWinp. Did anybody speak to you about getting that permit 
out / 

Mr. Nunan. To the best of my recollection, no, sir. 

Mr. DeWinv. The information that the committee has indicates 
that you directed the issuance of that permit on or about November 
6, 1946. Do you remember any of the circumstances surrounding your 
giving those directions ? 

Mr. Nunan. No, sir; I do not remember. 

Mr. DeWinp. At about the same time that the Gotham matter was 
before you, Was there an application pending for a liquor permit from 
a company that Mr. Reinfeld was interested in? 

Mr. Nunan. I don’t know whether the application was there or 
whether it had been approved by the New York district office. I think 
that the application about the same time had been approved by the 
New York office and had been sent down to the Commissioner’s office 
with approval. I am not sure of that, Mr. DeWind. I would have to 
see the files to check my recollection on it. 

Mr. DeWinp. You are referring to the Somerset application ¢ 

Mr. Nunan. I think it was the Somerset, because Mr. Reinfeld 
had had a license in New York prior to that, as I recall it. 

Mr. DeWrinp. In an effort to refresh your recollection, let me ask 
you, did you have a conversation on or about November 6, 1946, with 
Mr. Carroll Mealey, in which you took up the issuance of both the 
ethan permit and the Somerset permit? 

Mr. Nunan. I do not recollect any such conversation, Mr. DeWind. 

Mr. DeWrnp. You have no recollection directing Mr. Mealey to 
get those permits out at that time? 

Mr. Nunan. No, sir; I have not. 

Mr. DeWinp. Can you be sure that you did not direct Mr. Mealey 
to issue those permits at or about the same time? 

Mr. Nunan. I can only give you the best of my recollection, Mr. 
DeWind, and it is that I did not. 

Mr. DeWinp. Do you have any recollection of anybody outside 
the Bureau talking to you about those cases at that time, urging that 


you issue the permits? 


Mr. Nunan. No, sir. 

Mr. DeWinp. Can you be sure that did not happen? 

Mr. Nunan. I said to the best of my recollection it did not, Mr. 
DeWind; no, sir. 
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Mr. DeWinpv. At that time, how long had you known Mr. Reinfeld, 
who was interested in the Somerset application ? 

Mr. Nunan. At the time his permit was issued? 

Mr. DeWinv. That is Mr. Joseph Reinfeld, is it not ? 

Mr. Nunan. At the time the permit was issued ? 

Mr. DeWrinp. Yes. 

Mr. Nunan. I had never met him. 

Mr. DeWinp. Did you meet him in connection with the issuance of 
that permit ? 

Mr. Nunan. No, sir. 

Mr. DeWinpb. How long afterward did you meet Mr. Reinfeld ¢ 

Mr. Nunan. What was the date of the issuance of that permit ¢ 

Mr. DeWrnpb. 1946. 

Mr. Nunan. I think it must have been over 2 years later that I first 
met him. 

Mr. DeWinv. Did you become counsel to Mr. Reinfeld 2 years later? 

Mr. Nunan. It was after I met him. I don’t know whether it was 
2 years. I think it was a longer period than that, I did; yes, sir. 

Mr. DeWrnp. At the time that the Gotham permit was issued, did 
you know Mr. Louie Pokrass ¢ 

Mr. NUN AN. No, sir. 

Mr. DeWinpv. Do you know Mr. Pokrass now? 

Mr. Nunan. I met him once about the year 1949 or 1950, I am not 
sure which. 

Mr. DeWinv. What were the circumstances of that meeting? 

Mr. Nunan. It was a general cocktail party some place in New 
York that a group of men were giving, and he was there. 

Mr. DeWinvp. That is the only occasion on which you met Mr. 
Pokrass ¢ 

Mr. Nunan. Yes, sir. 

Mr. DeWInp. Do you recall what the meeting was or party at which 
you met him ¢ 

Mr. Nunan. At the moment I do not, Mr. DeWind. I know there 
were a group of men there when I met him. 

Mr. Dy WIND. Mr. Nunan, the comnittee h is received information 
in connection with both the Gotham and Somerset permits that you did 
discuss the matter with Mr. Mealey, and directed him to issue those 
permits, and that you indicated you had been spoken to by a person 
outside the Bureau of Internal Revenue, a person in an influential 
position. You say you have no recollection ? 

Mr. Nunan. No, sir; I have no recollection about having spoken 
to Mr. Mealey about those at all. 

Mr. DeWrnp. Mr. Nunan, this oceasion on which you met with Mr. 
Pokrass in 1949, is there any way to refresh your recollection of the 
circumstances surrounding that? 

Mr. NUNAN. My recollection is, Mr. DeWind, that it was in refer- 
ence to an election in one of the clubs in New York City, and one of 
the candidates was having this cocktail party in order to try and secure 
votes, and I think at the cocktail party Mr. Pokrass was there, and 
that is where I met him. 

Mr. DeWinp. Was Mr. Pokrass someone who was supporting this 
particular candidate? 

Mr. NuNAN. That I don't know. 








Qe 


INTERNAL REVENUE INVESTIGATION 021009 


Mr. DeWinv. Mr. Nunan, had you any information at the time that 
the Gotham permit application was be fore the Bureau of any alleged 
connection between Mr. Pokrass and Mr. Frank Costello ¢ 

Mr. NuNnaAn. No, sir. 

Mr. Dewinv. When did you first obtain any information concerning 
an alleged connection between those two peop le ? 

Mr. Nunan. I couldn’t answer that, Mr. DeWind. I remember 
reading some newspaper story with reference to it, but when it was, 
I don’t know. That would be the only information I would ever have 
had in reference to that, that is, it would be through the newspaper 
stories. 

Mr. DeW1np. You did not personally know Mr. Frank Costello? 

Mr. Nunan. At the time that the Pokrass permit was issued ¢ 

Mr. DeWtnp. Yes. 

Mr. Nunan. And that was in 1946? 

Mr. DeWInp. 1946. 

Mr. Nunan. I think I had met him once or twice prior to that; 
yes, Sir. 

Mr. DeWinv. What had been the nature of your meetings with Mr. 
Costello ? 

Mr. Nunan. My recollection is it was on two occasions at a restaur- 
ant bar where he was with a group of men, and I was with somebody 
else, and I knew somebody in his group, and I was introduced to all 
of the men who were with him. 

Mr. DeWunp. That had happened on— 

Mr. Nunan. I think on two occasions; yes, sir. 

Mr. DeW1np. Those were the only occasions on which you had seen 
or spoken to Mr. Costello ¢ 

Mr. Nunan. No, sir: I had also met him at that dinner that was 
given for the Salvation Army at the Copacabana. 

Mr. DeWinp. When was that ? 

Mr. Nunan. I don’t reeall the date. 

Mr. DeWtinpb. Was it before this application came up, or later / 

Mr. Nunawn. I think it was before—it might have been after 
but I don’t recall. 

Mr. DeWinp. You attended the party that he gave for ch: 
purposes ¢ 

Mr. Nunan. It was supposedly for the benefit of the Salvation 
Army; yes, sir. 

Mr. DeWixp. What sort of party was that, Mr. Nunan? Was it a 
public party ¢ 

Mr. Nunan. The restaurant is a public place. I don’t know 
whether the party was public or not. There were several tables of 
people there, but I don't think they took up the entire restaurant, 
Mr. DeWind. 

Mr. DeWrinp. Was Mr. Costello the host at this party, or was it a 
subscription ? 

Mr. — in. My belief is and my recollection is that he was the 
host ; ves, sir. 

Mr. DeWrnv. Was that a widely advertised affair at the time? 

Mr. Nuwnan. It was afterward. I don’t know whether it was 
before. It was afterward. 

Mr. DeWinpv. What do you mean it was afterward? 
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Mr. Nunan. There was a lot of newspaper stories about it after- 
ward. 

Mr. DeWrnp. Shortly after the affair? 

Mr. Nunan. I don’t know how soon after, but I remember there 
were some newspaper stories with reference to the party after it was 
over. 

Mr. DeWrnp. Were there other Federal Government officials that 
attended that party ? 

Mr. Nunan. Not to my recollection ; no, sir. 

Mr. DeWrnp. No other top personnel of the Bureau of Internal 
Revenue present ? 

Mr. Nunan. No, sir; not to my recollection: 

Mr. DeWrnp. This occured during the time that you were Com- 
missioner of Internal Revenue? 

Mr. Nunan. Yes, sir; I think it did. 

Mr. DeWinp. You have absolutely no recollection in connection 
with the Gotham permit and the Somerset permit that there was a 
discussion with you of the political support that these people had 
given in the 1946 election ? 

Mr. Nunan. No,sir. Ihave no recollection of that, Mr. DeWind. 

Mr. DeWrnp. I come back, Mr. Nunan, in view of the very definite 
nature of the information that the committee has received that you 
lid have a discussion along those lines and that you did direct the is- 
suance of those permits. 

Chairman Kine. The committee will adjourn until 2 p. m. today. 

(At 12: 10 p. m., a recess was taken until 2 p. m., the same day.) 


AFTERNOON SESSION 


The hearing reconvened at 2:45 p. m., upon the expiration of the 


recess. 
Chairman Kine. Come to order. 
Come forward, Mr. Nunan, please. 
The delay has been occasioned by business in the House, as you 
probably know. 


TESTIMONY OF JOSEPH D. NUNAN—Resumed 


Mr. DeWrnp. Mr. Nunan, we were questioning you before lunch 
regarding the issuance of a liquor permit to the Gotham Liquor Co., 
and in connection with Mr. Reinfeld’s application in connection with 
the Somerset Liquor Co. 

Those two permits were directed to be issued by Mr. Olson in a tele- 
phone call from Mr. Mealey on November 7, 1946. Mr. Mealey has 
stated in information given to this committee that it was at your in- 
struction that he told Mr. Olson to get those two permits out. He 
has said that vou told him that the chairman of the State Democratic 
Committee of New York had spoken to you about those two cases and 
had said to you that something should be done for those two concerns 
which Mr. Pokrass and Mr. Reinfeld were interested in; that that fol 
lowed immediately after the 1946 election. 

Does that bring back to your mind the conversation you had with 
Mr. Mealey ? 

Mr. Nunan. No, sir. 
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Mr. DeWinp. Mr. Mealey’s diary indicates you did speak to him on 
November 6, 1946, regarding these two licenses. 

Do you recall speaking to Mr. Mealey at all about those two cases? 

Mr. Nunan. No, sir: I do not. 

Mr. DeWrnp. Mr. Nunan, the diary maintained by Mr. Mealey 
notes that on November 7 he was in to see the Commissioner with 
Avis, “Re: The Somerset permits,” and later the some day he called 
Wright to issue the Somerset permit. 

Does that refresh your recollection at all? 

Mr. NuUNAN. No, si : it cdloes not. As ] recall it, the Somerset per- 
mit was approved by the local ATU office in New York before it even 
got to me; that they had approved, and, as I recall it—and I would 
have to see the file on it—had recommended that the Somerset license 
be issued. That diary of Mr. Mealey you have read to me does not 
refresh my recollection on that. 

Mr. DeWinp. On November 21 there is a note in Mr. Mealey’s 
diary : 

Called the Commissioner re Reinfield case, time Somerset permit was issued. 

On November 19 it shows he called Wright for Harzenstein and 
also discussed the Gotham permit, Pokrass, and another permit. 

Later on the same day: “Called Wright again re the Gotham 
permit.” 

You have no recollection of discussions with Mr. Mealey at that time 
concerning these two cases ¢ 

Mr. Nuwnan. No, sir; I have not. 

Mr. DeWIND. Do you have any recollection of discussing those two 
cases, or Mr. Pokrass. or Mr. Reinfield, with the Democratic State 
committee chairman ? 

Mr. Nuwan. No, sir; I have not. 

Mr. DEWInbD. Can you state definitely vou never had any such con 
versations either with Mr. Mealey or the State chairman ? 

Mr. Nunan. I can only say to the best of my recollection I did 
not. 

Mr. DeWrnp. At our public hearings in New York on September 11, 
1951, at page 189 (see p. 76, vol. 1), Mr. Wright was testifying. He 
said: 

Mr. Mealey came on the telephone and stated that we need no longer h 
the issuance of the Somerset permits. He also advised me that, “We do 1 
have anything on Pokrass,” that he has directed Pokrass to contact me for th: 
purpose of filing an application for the permits, and stating I should give this 
matter my personal attention. 

He was quoting from a memorandum made at the time with refer- 
ence to a telephone call on November 7, 1946, from Mr. Mealey, and 
it was in connection with that that Mr. Mealey stated you had spoken 
to him about the two cases. 

Mr. Nunan, you said that 2 or 3 years after this Reinfeld case had 
come up you were retained by Mr. Reinfeld as his counsel ? 

Mr. Nunan. I think it was about 3 years. 

Mr. DeWrinp. Was that in the summer of 1948, the summer or fall 
of 1948? 

Mr. Nunan. I think it was nearer the fall of 1948 or 1949: I am not 
sure which, Mr. DeWind. 

Mr. DeWrnpv. Did Mr. Reinfeld come to you for general services. 
or in connection with a particular case ? 
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Mr. Newnan. No; he came to me for general services at that time. 

Mr. DeWinp. Did he enter into an agreement with you and pay 
you an annual retainer? 

Mr. Nunan. Yes, sir. 

Mr. DeWrnp. What was the amount of that retainer? 

Mr. Nonan. There were three companies for which he paid me 
$2.500 each. 

Mr. DeWtnp. So your total retainer for general services was $7,500 
a year‘ 

“Mr. Nunan. Yes, sir. I think that started after the first of 1949. 
I am not sure about that. 

Mr. DeWinp. Pursuant to that retainer, what type of services did 
you render to Mr. Reinfeld? 

Mr. Nunan. General services, Mr. DeWind, as far as I am con- 
cerned. That is about all I could say. 

Mr. DeWrnp. Did you ever handle any tax matters for him? 

Mr. Nonan. My recollection is there was one matter where I ap- 
peared once or twice in the Bureau for Mr. Reinfeld. I forget just 
what it was, but my opinion is I did appear once or twice for him. 

Mr. DeWrnp. Was that at 253 Broadway that you appeared for 
him ¢ 
Mr. Nunan. Yes, sir. 

Mr. DeWinp. Did it have any connection with the Rutkin mat- 
ter‘ 

Mr. Nenan. I don’t know. No, I don’t think it was directly con- 
nected with the Rutkin matter, but I think it was connected with 
the matter in which several gentlemen were connected, let me say 
that. 

At that time I gave some information to the agent at 253 Broad- 
way. 

Mr. DeWrnp. On behalf of Mr. Reinfeld? 

Mr. Nunan. Yes, sir. 

Mr. DeWrnp. It was in August 1948 James Rutkin filed his suit 
against Reinfeld for some 72 million dollars. So it was shortly after 
that suit was filed that you were retained by Reinfeld? 

Mr. Ncnan. I don’t know whether it was after, or before. I think 
I had been retained by Mr. Reinfeld before that suit was filed. I 
am not sure about that. 

Mr. DeWinp. That suit was filed in August of 1948. 

Mr. Nunan. It seems to me I had been retained before that, but 
I am not quite sure about it. 

Mr. DeWrnp. It must have been at or about that time, whether 
shortly before or shortly after. 

Mr. Nonan. It could have been the early part of 1948. I am not 
quite sure as to the date. 

Mr. DeWrnp. Did it have any connection with the fact that you 
went to 253 Broadway to the Intelligence Unit Office ? 

Mr. Nunan. No, sir. 

Mr. DeWixp. Whom did you see at 253 Broadway when you went 
over there on behalf of Mr. Reinfeld ? 

Mr. Ncnan. I think his name was Cangialosi, who was a special 


agent. 
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Mr. DeWinpv. When Mr. Reinfeld retained you, did he retain you 
to perform any services in connection with the Rutkin lawsuit ? 

Mr. Nuwnan. No, sir. 

Mr. DeWinp. Was that expressly understood, that you would not 
handle that case ? 

Mr. Nunan. Yes, sir; because at the beginning he asked me if I 
wanted to represent him in the Rutkin suit and I said no, I did not. 
He engaged another firm in the city of New York to do it. 

Mr. DeWinp. You did, however, attend at least one pretrial con 
ference ? 

Mr. Nunan. One or two. 

Mr. DeW inp. Where were those conferences held ? 

Mr. Nunan. In the office of his attorney, Mr. Reinfeld’s attorney. 

Mr. DeWrnp. In what capacity did you appear at those confer- 
ences ¢ 

Mr. Nonan. More or less as a friend of Mr. Reinfeld. 

Mr. DeWrnp. Did he ask you specifically to appear at the pre- 
trial conference? 

Mr. Nunan. He asked me if I would attend the pretrial conferences 
and listen to the testimony and get acquainted with the whole case; 
yes, sir. 

Mr. DeWtinp. For what purpose did he want you to get acquainted 
with the case if you were not going to represent him ? 

Mr. Nunan. I was not representing him. I did not represent him, 
so for what purpose he asked me, I don’t know. 

Mr. DeWinp. Then your function was simply to become acquainted 
with the case and make a report to him of your views concerning the 
case ¢ 

Mr. Nunan. Yes, sir; and we would discuss the testimony after we 
had finished the hearing between ourselves. 

Mr. DeWrnp. Did you make any request when you appeared at 
those conferences that your name not be noted as present ? 

Mr. Nunan. Not that I recall. I don’t know yet whether it was 
noted on the record, or whether it wasn’t. ' don’t recall having made 
any request one way or the other. 

Mr. DeWrnp. Did you have any conversation with Mr. Rutkin con- 
cerning the case ? 

Mr. Nunan. Yes, sir. 

Mr. DeWrnp. What did your conversation consist of ? 

Mr. Nunan. One day Mr. Rutkin visited my office and indicated and 
talked along the lines that he would like very much to settle the case. 
I advised him to see his own attorney, that I had no power, or I did not 
represent any of the parties, and I could not assist him in any way. 
That was about the gist of the conversation. 

Mr. DeWinp. Did you ever speak to anybody in the Federal Gov- 
ernment, that is, either in the Bureau of Internal Revenue or in the 
Department of Justice, concerning the tax-fraud investigation of 
Rutkin ? 

Mr. Nunan. No, sir. 

Mr. Curtis. Did anyone else speak to him at your suggestion ? 

Mr. Nunan. No, sir. 

Mr. DeWrnp. Did you take any active part of any kind in con- 
nection with the tax-fraud investigation of Rutkin? 
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Mr. Nunan. No, sir; I did not. 

Mr. DeWrnp. You are quite certain you never spoke to the At- 
torney General or anybody representing the Department of Justice in 
connection with the case? 

Mr. Nunan. I am positive. 

Mr. Kean. You have no information anybody else spoke about 
prosecuting Rutkin on account of the case that he was bringing up 
against your later client ? 

Mr. Nunan. No, sir; I have not. 

Mr. DeWinv. What other matters did you ever handle for Mr. Rein- 
feld other than one appearance at the Intelligence Unit ? 

Mr. Nuwnan. I would say on an average of maybe once a month, or 
twice every month, that I would meet with Rutkin. We would discuss 
various business affairs he had. I mean Reinfeld. Excuse me. 

Mr. DeWrnp. You would have a luncheon meeting ? 

Mr. Nunan. Either that or go to his office. 

Mr. DEW rnp. Were there any particular matters you had to handle 
for him beyond just these luncheon conferences or conferences concern- 
ing his affairs? 

Mr. Nunan. I wouldn’t say any particular matters; no, sir. 

Mr. DeWrnp. So you just gave him general advice in conferences, 
but you never had any partic ular matters to advise him on? 

Mr. Nunan. That is right. 

Mr. DeWinv. Was the $7,500 retainer you agreed on in 1948 con- 
tinued ? 

Mr. Nunan. Yes, sir. 

Mr. DeWrnp. It was continued in 1949 and 1950? Is it still con- 
tinuing ? 

Mr. Nunan. The total amount has not continued, but it was con- 
tinued in those years. 

Mr. DeWrnp. Has the situation continued to be the same, that 
you never had any particular matters to handle for Mr. Reinfeld? 

Mr. Nunan. I have not had any particular case. 

Mr. DeWrnp. Have you negotiated any contracts for him, or ad- 
vised him on any legal aspects of any transactions? 

Mr. Nunan. Of course, Mr. DeWind, T would have to say that the 
conversations I have had with Mr. Reinfeld on occasions when I met 
him are confidential between client and attorney. 

Mr. DeWrnp. I understand that. I just wondered whether there 
had been any particular matters where you had drawn contracts or 
conducted negotiations. 

Mr. Nunan. There had been no particular case; no, sir. 

Mr. DeWrnp. So the annual retainer of $7,500 you received has been 
fairly easily earned as far as any time involved is concerned ? 

Mr. Nunan. It might be, in your opinion. 

Mr. DeWrnp. I am asking you. 

Mr. Nunan. I don’t think so; no, sir. 

Mr. DeWinp. You feel you rendered quite extensive service for 
that? 

Mr. Nunan. Yes, sir: considering there were three companies and 
each one paid only $9500. 

Mr. DeWtnp. What were those companies, the Somerset Co. ? 

Mr. Nunan. No, I think Joseph Reinfeld, Reinfeld Ltd., and Rein 


Importet 
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Mr. DeWrnp. Did those companies have any other counsel beside 
vourself ¢ 
} Mr. NuNAN. Prior to the time that I was retain d by Mr. Reinfeld 
I think he had another attorney on a retainer basis who died about 
that time. That is one of the reasons he asked me if I would take 
over. 

Mr. DeWrnp. Since you have been retained there have been no 
other counsel retained by the « ompany ¢ 

Mr. Nunan. Only in the Rutkin case, as far as I know. I don't 
know that to be positive. 

Mr. DeWrxv. Do those companies have house counsel ? 

Mr. Nunan. I don't think sO, 

Mr. DeWinb. So you have been their sole attorney except in con- 
nection with the Rutkin case? 

Mr. Nunan. As far as I know: yes, sir. 

Mr. DeWrnp. On or about October 1, 1949, I believe you were the 
host ata party at the Statler Hotel in honor of the Attorney General 
at that time, and the former Attorney General, Mr. McGrath, and 
Mr. Clark. 

Mr. Nunan. Yes, sir. 

Mr. DeW1np. Was Mr. Reinfeld present at that occasion ? 

Mr. Ncnan. No, sir. 

Mr. DeWrnp. Was he invited to be present ¢ 

Mr. Nunan. No, sir: I don’t think he was. 

Mr. DeWinpv. Who were the people you invited to attend that 
affair ? 

Mr. Nounan. I wouldn't recall offhand. I don’t know who t 
were. 

Mr. DeWrnp. Was there a large number of people ? 

Mr. Nunan. I am trying to figure the number in my mind. I 
would say it was over 50. How far over 50, I don’t know. 

Mr. DeWinp. Were the expenses of that affair deducted by you on 
your individual tax return? 

Mr. Nt NAN, That I would have to decline to answer, Mr. DeWind, 
on the grounds asserted this morning. 

Mr. DEWIND. You decline to make any explanation concerning 
whether or not you did claim the expenses of that as a deduction ¢ 

Mr. Nuwnan. Yes, sir. 

Mr. DeWrnp. Were the guests at that affair primarily clients of 
yours ¢ 

Mr. Nuwnan. For the most part clients and friends; yes, sir. 

Mr. DeWrnp. Records would indicate, Mr. Nunan, that the total 
cost of that party was somewhere in the neighborhood of $5,000, or 
$3,100. I should say that the records do not make it clear whether 
or not the amount was claimed as a business expense on your tax 
returns. If it was not, I want to give you the opportunity to say 
whether or not it was. 

As you know, there is no substantiation for the amount you claimed 
as deductions. 

Mr. Nunan. I think I answered that question. 

Mr. DeWrnp. You still decline to answer? 

Mr. Nunan. Yes, sir. 

Mr. DeWinp. Do you know Mr. Roy Spaulding? 
Mr. Nunan. Did he formerly live in Washington ? 


} . 
ney 
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Mr. DeWrnp. I believe in Alexandria, Va. 

Mr. Nunan. Yes, sir. 

Mr. DeWrinp. Who is Mr. Spaulding? 

Mr. Nunan. I met Mr. Spaulding, after I came down to Washing- 
ton as Commissioner, through a mutual friend, and I guess I have 
attended luncheons where he has been several times, but apart from 
that I don’t know much about him. 

Mr. DeWrnp. Was the mutual friend a Mr. Harry Duncan? 

Mr. Nunan. I don’t know whether Harry introduced me. He may 
lave, 

Mr. DeWrnp. You know Mr. Duncan? 

Mr. Nunan. Yes, sir. 

Mr. DeWrnp. Who is Mr. Duncan ? 

Mr. Nonan. Mr. Duncan is the president, or he owns some taverns 
around here in Washington. They are the White Taverns or the 
Little Taverns. 

Mr. DeWrnp. That is Harry T. Duncan? 

Mr. Nunan. I don’t know his middle initial. 

Mr. DeW rnp. Do you recall Mr. Spaulding speaking to you about 
his application for a beer distributor license in Virginia ? 

Mr. Nunan. No, sir; I do not. 

Mr. DeWrnp. Do you recall Mr. Duncan speaking to you about 
that matter? 

Mr. Nunan. No, sir; I do not. 

Mr. DeWrnp. On October 12, 1944, the committee has received in- 
formation that you called the Alcohol Tax Unit Office in Baltimore 
and directed the issuance of a beer permit to Mr. Roy Spaulding. 
Do you recall that occasion, Mr. Nunan ? 

Mr. Nunan. If I did, I have no recollection of it; no, sir. I know 
Mr. Spaulding was a friend of mine at that time. I had met him and 
I think Mr. Spaulding and Mr. Duncan and I were all members of a 
luncheon club here in Washington, but I have no recollection of call- 
ing the Baltimore office on behalf of Mr. Spaulding. 

Mr. DeWrnp. Do you recall if you spoke to Mr. Tuttle there on 
the telephone there on that occasion ¢ 

Mr. Nunan. No, sir. 

Mr. DeWrnp. Mr. Tuttle had advised you that the investigation of 
Mr. Spaulding was still under way; that they had been unable to 
ascertain the source of funds he proposed to use in that distributorship, 
and they suspected the holder of the license that had been revoked 
was providing the funds for handing it a new license. Did you advise 
him to go ahead and issue the license to him anyhow ? 

Mr. Nunan. I have no recollection of that; no, sir. 

Mr. DeWrxp. Do you recall Mr. Tuttle telling you Mr. Spauld- 
ing had a bad record and that the State of Virginia had revoked his 
predecessor's beer license ? 

Mr. Nunan. No, sir. I knew he was applying for, I recall now I 
knew he was applying for a liquor license, a beer license in Virginia, 
but I don’t reeall having called Mr. Tuttle. 

If it shows on the record, I wouldn't deny it, but I have no recollec- 
tion of it. 

Mr. DeWinpv. The records indicate October 12, 1944. Do you have 
any recollection of the day before that, October 11, where you spent 
the day with Mr. Spaulding and Mr. Dunean? 
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Mr. Nunan. I may have, but I wouldn’t remember where I was on 
October 11, 1944. 

Mr. DeWrnp. Do you remember Mr. Spaulding and Mr. Duncan 
went out to the Laurel race track with you ‘ 

Mr. Nunan. I think we went there several times. I met Mr. Duncan 
over there on several occasions, but I don’t recall that particular day ; 
no, sir. 

Mr. DeWinv. You don't recall either Mr. Spaulding or Mr. Duncan, 
when you came back that day, suggesting that you should meet the 
investigator, that was investigating Spaulding, at the Annapolis 
Hotel ? 

Mr. Nunan. No, sir; I do not recall that. 

Mr. De Wino. The ees has received information that you 
did spend this time with Spaulding and Duncan and they invited 
the investigator to meet you at the Annapolis Hotel when you re- 
turned. The investigator declined. 

The following day you called and directed the issuance of the 
permit. 

Mr. Nunan. I wouldn't deny that, Mr. DeWind, but I have not any 
recollection of the day. If the record shows that, it must be so, but I 
have no recollection. 

Mr. DeWrnp. Were you in a position to vouch for Mr. Spaulding 
and direct the issuance of a permit while an investigation was pend- 
ing ¢ 

Mr. Nunan. All I can say is I met Mr. Spaulding maybe eight or 
nine times. Prior to that I had met Mrs. Spaulding, too, I think. 
Other than that, I wouldn’t be in any position to vouch for him; no, 
sir. 

Mr. DeWinp. Might you have information that there was an inves- 
tigation pending and it was considered that Spaulding’s record was 
unfavorable, and then have directed the issuance of the license on 
your own responsibility ? 

Mr. Nunan. I don’t think so. I don’t know. 

Mr. DeWrnp. You can’t say definitely you did not do that? 

Mr. Nunan. No, sir. 

Mr. DeWrnp. Just about that same time you did overrule the field 
people and direct. the issuance of the Applebaum permit ? 

Mr. Nunan. I declined to answer that this morning. I take the 
same position. 

Mr. DeWrxp. Mr. Nunan, returning to this matter of acquaintance 
while you were Commissioner, the record would indicate that Mr. 
Conerty of Chicago was under consideration for appointment about 
a month before his predecessor retired. Do you remember how that 
came about ? 

Mr. Nunan. No, sir; I have no recollection on that. Who was 
his predecessor? Was it Mr. Yellowley ? 

Mr. DeWinp. That is right. 

Mr. Nunan. I know Mr. Yellowley made several applications to be 
extended over the time period, over the age period, and I think he 
was extended once. I have no recollection of any month interve ning, 
or what happened a month prior to his resignation, and Mr. Conerty’s 
pending application. 

Mr. DeWrxp. Do you recall that at the time his appointment was 
under consideration in March of 1946 you learned there was a Federal 
grand jury investigation in Chicago in which he was involved? 
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Mr. Nunan. That is right. 

Mr. DeWinpv. Do you recall the district attorney in Chicago at 
that time requested the aid of the Intelligence Unit in conducting 
an investigation of Mr. Conerty? 

Mr. Nunan. I think the Intelligence Unit did help in that investi- 
gation. I am not quite sure. 

Mr. DeWinv. Didn’t you instruct the Chief of the Intelligence 
Unit, Mr. Woolf, just to hold the request of the district attorney in 
abeyance and not provide the requested assistance ? 

Mr. Nunan. I don’t think so, Mr. DeWind. If I did, I have no 
recollection of it. I know finally Mr. Conerty was exonerated by the 
erand ju \ and I think after that he was appointed. 

Mr. O’Brien. Mr. Nunan, did the district attorney in Chicago 
conduct the grand jury investigation ? 

Mr. Nuwan. As far as my information goes: yes, sir. 

Mr. O’Brien. He is the only one that can appear before the grand 
jury representing the government ¢ 

Mr. Nunan. That is correct. 

Mr. O’Brien. You say he asked help from the Intelligence Unit. 
He had all the help he could get and the grand jury found Mr. Conerty 
innocent of whatever the charges were. If they had not, they would 
have indicted him; is that right? 

Mr. Nownan. That is correct, Congressman. 

Mr. O’Brien. I just wanted to get that in the record. 

Mr. DeWinp. Mr. Nunan, on May 24, 1946, Mr. Woolf addressed 
a letter to Mr. Madden, who was then the special agent in charge in 
Chicago, and the letter is short, so I will read it: 

Drar Mr. Mappen: “The letter addressed to you by Mr. J. Albert Woll, United 
States Attorney, Chicago, under date of May 17, suggesting, among other 
things, that agents of this Unit conduct a thorough inquiry of the office of the 
Collector of Internal Revenue, Chicago, for the purpose of developing certain evi- 
dence for possible use in the Grand Jury investigation in the William R. Johnson 
case, haus been returned to this office by the Commissioner, to whom it was referred 
on May 20, 1946 

The Commissioner, in talking with me on certain features of that case, 
on May 24, indicated that he had discussed with Mr. Woll the matter men- 
tioned in his letter of May 17. The Commissioner stated it was his under- 
standing the grand jury is about completed, and that for the present we may 
hold the matter in abeyance. 

Mr. Nuwnan. If Mr. Woolf wrote a letter like that—Mr. Woolf is one 
of the finest men I have ever met—I would not question it at all. That 
conversation I had may have been the result of a conversation I 
might have had with the district attorney on which we both agreed on 
that procedure, but I don’t recall it clearly. 

Mr. DeWrnp. Did Mr. Woll withdraw his request for assistance 
from the Intelligence Unit? 

Mr. Nuwan. I don’t remember. 

Mr. DeWrnp. In any event, the Intelligence Unit never made any 
investigation of Mr. Conerty ¢ 

Mr. Nuwan. I thought they did prior to his appointment. I am 
not sure of that, but it was my impression and recollection they did. 

Mr. DeWinp. After the grand jury investigation was completed, 
the records indicate that instructions were issued to Mr. Conerty 
which did not require any investigation, that there was no need in 


his case. Were you responsible for those instructions ? 
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Mr. Nunan. I may have been. I don't recall, but if the grand jury 
exonerated him, it seems to me that would be sufficient. 

Mr. DeWrnv. Are you aware at the time the grand jury brought 
in its report that the judge who received the report of the grand Jury 
was extremely critical of the lack of assistance that had been given 
by the Justice Department in conducting the investigation ‘ 

Mr. Nunan. If he did, I don’t recall it. 

Mr. Curtis. The grand juries ordinarily conduct investigations to 
determine fitness for office ? 

Mr. Nunan. No, sir. 

Mr. Curtis. From the fact that 1 grand jury would fail to bring 
in an indictment it would not necessarily follow that the individual 
under investigation was fit for an appointive office, would it? 

Mr. Nunan. There are two situations here. First of all, this gen- 
tleman had been in the Bureau of Internal Revenue for many years 
and no doubt had been investigated or perhaps had been investigated 
by the Intelligence Unit when he first went there. He had a good 
record in the Bureau. 

In addition to that, if the grand jury exonerated him, then in my 
opinion it would be an indication there was no wrongdoing on that 
man’s part. 

Mr. Curtis. I do not know the gentleman and never heard of him, 
but I am interested in the procedures the Bureau of Internal Revenue 
and the Alcoholic Tax Unit and the rest of these agencies followed, 
because that comes down to the big function of this committee, its 
legislative function. 

If someone is not indicted for a crime and that is considered sufficient 
investigation as to their fitness to hold one of these important jobs, 
that, I think, is a wrong policy. 

Mr. Nunan. Congressman, I didn’t know whether that was the form 
of a question to me or just a statement that you made. 

Mr. Curtis. I wondered if that was what was done in this case. 

Mr. Nunan. It was done in this case. After the grand jury ex- 
enerated him, as I recall, he was appointed. He had been in the 
Bureau before for many years, and after the grand jury exonerated 
him, he was appointed, which to me was evidence of no wrongdoing 
on this gentleman’s part. 

Mr. Curtis. But was he appointed without any further investiga- 
tion on the part of the Intelligence Unit or the Bureau officials ? 

Mr. NuN AN. According to Mr. DeWind’s records. According to 
my recollection, I don’t know. 

Mr. Curtis. Was that done upon your instructions ? 

Mr. Nunan. Evidently, from what Mr. DeWind has read; yes, sir. 

Mr. Curtis. If the records indicate that, that was the way it was 
done? 

Mr. Nunan. Yes, sir. 

Mr. Kean. Does a grand jury exonerate? Doesn't a grand jury 
state that there is not sufficient evidence to indict ? oa 

Mr. Nunan. They either indict or they return what I think is known 
as a ho bill. 

Mr. Ker iN. Does that not mean that there is not sufficient evidence 
to indict? 

It is not an exoneration, is it? 

Mr. Nunan. I think in all fairness it is. 
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Mr. Curtis. It is not an exoneration to the extent they cannot go 
into it a second time? 

Mr. Nunan. That is correct. 

Mr. Curtis. To bring a true bill they must believe a crime has been 
committed and that there is sufficient evidence pertaining to the man 
in question so they can convict. 

Mr. Nunan. I am not a criminal lawyer, Congressman, so when you 
ask me that question I would rather have Mr. ‘Burke answer it. “He 
is more versed in criminal law than I am. 

Mr. Curtis. What is your opinion, sir? 

Mr. Burke. Congressman, in grand juries they do not concern them- 
selves with whether the person can be convicted after he is indicted. 
Under the law, if there is the slightest evidence presented to them to 
make out any sort of violation, regardless of whether it is very easily 
rebutted, or not, they may indict f they see fit. 

Whether the person can be convicted afterwards is a question out- 
side of their sland For that reason, if a grand jury does not indict 
it should indicate there is not the slightest evidence that can be pre- 
sented to them to show any commission of crime by the person. 

Mr. Curtis. Is it not true that the prosecutor assigned to them 
often makes recommendations to them? 

Mr. Burke. That is correct. 

Mr. Curtis. Asa general policy, the United States does not seek in- 
dictments unless it is believed there are sufficient grounds to convict; 
is that true? 

Mr Bt RKE. They may not seek indictments under those circum- 
stances. In fact, they would rather not have an indictment voted 
if they know they will be unable to convict, but the United States 
attornev—his only function is to advise the grand jury whether there 
1S ufficient evidence there to justify an indictment, regardless of 
vhether he can get a conviction on it, or no. If he goes beyond that 
and savs there is sufficient evidence to indict, but he does not think he 
can get a conviction, it would be questionable in my mind whether 
that was proper, because his only function is to inform the grand 
jury that there e ‘ches ‘is or there is not sufficient evidence before them 
even to justify an indictment. 

Chairman KING. Let me state my knowledge of the sul ject. 

Mr. Conerty was a civil service employee of the bureau. 

Mr. Nunawn. Yes, sir. 

Chairman Kira. Some charges we rem ide of alleged wrongdoing 
of ae i sort that brous alt hi im before t he oral id jury ! , 

Mr. Nuwan. As I recall it, there was a case in Chicago which t! 
grand jury was investigating. There were two or three men om 
the Bureau of Internal Revenue who were brought into th: . investiga 
tion. In what capacity, Congressman, I don’t recollect, but I know 
Mr. Conerty was one af the gentlemen brought into that investigation. 
As I said before, the grand jury exonerated him. 

Chairman Kine. A civil-service employee of some years’ standing 
in the Bureau of Internal Revenue became involved in a matter that 
was brought before the grand jury and the grand jury, as you have 
stated, exonerated him. Then subsequent to that, he was promoted. 

Mr. Nunan. He was promoted and appointed supervisor of the 
Alcohol Tax Unit in the Chicago area. 
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Chairman Krne. I, for one, do not see anything wrong with that. 
If we are going to assume a man is not fit for promotion because in 
the course of his duty he became involved in a matter which took 
him before a grand jury, that is not right. 

Aside from what facts may have existed, I think we are spend- 
ing some time on a matter which does not warrant it. 

Mr. DeWinp. The aspect of the matter I wanted to bring out was 
that the Intelligence Unit did not participate in the investigation as re- 
quested by United States attorney in the first place. Then Mr. Coner- 
ty’s appointment went through without the usual personnel investiga- 
tion. I wondered if there was any reason given why the ordinary 
personnel investigation was not ordered. 

Mr. Nunan. No, sir. I can think of no reason at that time except 
he was recommended by the supervisor of that area. 

Mr. DeWrnp. In addition to that recommendation, you also had 
a formal or informal recommendation of the State Democratic organ- 
ization ¢ 

Mr. Nunan. Yes, sir. 

Mr. DeWrnp. I inquired this morning whether any other top field 
positions were filled by you while you were Commissioner on the basis 
of such recommendations. You said you could recall no others at the 
time. How about the regional counsel in Chicago who was appointed 
during vour tenure? That was Mr. Struett ¢ 

Mr. Nunan. Yes, sir. I don’t recall Mr. Struett’s name came to 
me, but I know he was an outstanding attorney in Chicago at the 
time. Whether he was connected at that time with the Bureau, or 
not, I don’t recall, but I do recall that I appointed Mr. Struett, too. 

Mr. DeWinp. But on what basis? Was it on the basis of a rec- 
ommendation of that kind? 

Mr. Nunan. I forget the basis of that. 

Mr. DeWinpv. Did you want to add to that statement ? 

Mr. Nunan. At the moment I forget on what basis he was ap- 
pointed. 

Mr. DeWrnp. Earlier your recollection was to the contrary. You 
did have a definite recollection. 

Mr. Nunan. Would you refresh my recollection on it, then? 

Mr. DeWinp. Mr. Chairman, may I refresh Mr. Nunan’s recol- 
lection ¢ 

Mr. Nunan. It is recalled to me I testified Mr. Struett was not a 
member of the Democratic party. He was a Republican but I thought 
the recommendation came from the national committee of the Demo- 
cratic party. I think that is what I testified to. 

Mr. DeWinp. There are a good many of these top positions now 
that you have referred to as being filled on the basis of such recom- 
mendations. Were there others? 

Mr. Nunan. Not that I can recall. 

Mr. O’Brien. Is this fellow a Republican? 

Mr. Nunan. Yes, sir. 

Mr. O'Brien. He was recommended by the Democratic National 
Committee ¢ 

Mr. Nunan. That is my recollection. 

Mr. Curtis. I think that is subject to investigation. 

Mr. DeWrnp. Did you answer that question whether there were 
other top appointments? 
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Mr. Nunan. Within the Bureau / 

Mr. DeWtnp. Yes, in the civil-service grades? 

Mr. Nunan. Within the Bureau there were two Assistant Commis- 
sloners made without recommendations of any kind. Also I think 
the Chief of the Income Tax Division, after a vacancy occurred, there 
was a promotion made without any recommendations. Also the as 
sistant in the Income Tax Division, a promotion being made there 
without any recommendation. They were four top positions within 
the Bureau. Also the head of Accounts and Collections at one time. 
There was a promotion made there without any recommendation. 
That was within the Bureau. They were all civil service. 

Mr. DeWtunp. I notice most of these cases we have referred to 
here that were recommended were cases involving the Alcohol Tax 
Unit. Was there anything in particular about the Alcohol Tax Unit 
that resulted in this class of recommendation in that division / 

Mr. Nunan. Mr. Struett would not be Alcohol Tax. 

Mr. DeWinn. W pa the exception of Mr. Struett, the rest were ¢ 

Mr. NuNAN. No, Sl 

Mr. DeWinp. You ‘did not consider that the Alcohol Tax Unit 
occupied a different position ¢ 4 

Mr. Nunan. No, sir. 

Mr. DeWinn. Why was it these particular positions theoretically 
in the Bureau filled on a merit basis were handled in that fashion ‘ 

Mr. Nunan. I really can’t give any answer to that, Mr. DeWind. 

Mr. DeW inp. You don’t know of any reason why these positions 
were filled that way‘ 

Mr. Nunan. No, sir. 

Mr. DeWinp. Mr. Struett was a member of the staff of the chief 
counsel's office ¢ 

Mr. Nunan. I said I thought he was in the Bureau, but I wasn't 
sure, 

Mr. DeWrnp. He was appointed to a chief counsel’s staff position / 

Mr. Nunan. Head of the Penal Division in Chicago. 

Mr. DeWrnp. Under the chief counsel ? 

Mr. Nunan. That is correct. 

Mr. DeWinp. Was it customary for the Commissioner to partici 
pate in appointments to the staff of the chief counsel’s office ¢ 

Mr. Nunan. I don’t know whether he was appointed by Mr. Wen 
chel or by myself. Maybe I recommended it to Mr. Wenchel. 

Mr. DeWixp. Ordinarily the decisions on hiring in the chief coun 
sel’s oflice were matters that 

Mir. Nunan. The chief counsel himself; yes, sir. 

Mr. DeWrnp. Mr. Nunan, from the time you resigned as Commis 
sioner, to the present time, have you participated in the appointments 
to the Bureau of Internal Revenue 

Mr. Nunan. No, sir. 

Mr. DeWinp. Have you made any recommendations to anybody) 
concerning top sey ong 

Mr. Nunan. No, s1 

Me DeWunp. ite you been consulted in regard to top appoint 
ments ¢ 

NunaAn. No, sit 
ir. DeWinp. Would the same be true as to any appointments 


] ; 


the Bureau ¢ 
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Mr. Nunan. Since my resignation / 

Mr. DeWinp. Yes. 

Mr. Nunan. Yes, sir; I am quite sure it is. 

Mr. DeWinp. In connection with the appointment of Mr. Bolich 
as Assistant Commissioner, did the Bureau or any official consult with 
you regarding that appointment ¢ 

Mr. Nunan. No, sir. I did not know of that until after he had 
been appointed. 

Mr. DeWinv. Did you appoint Mr. Bolich to be head of the Intelli- 
gence Unit in New York? 

Mr. Nunan. Yes, sir. 

Mr. DeW inv. How did that appointment come about? Why was 
Mr. Bolich selected ? 

Mr. Nunan. Mr. Bolich I think had been agent in charge for many 
years. I knew him. I knew of his ability. I had recommended one 
other name before Mr. Bolich that was turned down in the Treasury 
Department. 

After that name, or that gentleman, had been turned down, then 
I suggested Mr. Bolich and his appointment went through. 

Mr. DeWrnp. Who was the gentleman you recommended / 

Mr. Nunan. Mr. Walter Murphy. 

Mr. DeWinp. You say the Treasury Department turned down that 
recommendation ? 

Mr. Nunan. As I recall it; yes. 

Mr. DeWrnp. Then you proposed Mr. Bolich? 

Mr. Nunan. That is correct. 

Mr. DeWrnp. Mr. Bolich had never had any experience in intelli- 
gence work before? 

Mr. Nunan. He had been in the Bureau a great many years. I don’t 
think he had ever been in the Intelligence Unit. He may have been; 
I don’t know. 

Mr. DeWrnp. Had Mr. Bolich ever been a special agent in the early 
days of his Bureau service ¢ 

Mr. Nunan. I don’t know. I thought he had, but I wouldn’t be 
sure of it. 

Mr. DeWrnp. That may be right? 

Mr. Nunan. I don’t know. My recollection is he had been a special 
agent for a short time, but I am not sure of that. 

Mr. DeWrnp. When he was elevated to the position of Assistant 
Commissioner, you had no participation in that ? 

Mr. Nunan. None whatever. 

Mr. DeWinpv. Did Mr. Mealey ever talk to you or did you ever talk 
to Mr. Mealey about personnel appointments in the Alcohol Tax Unit ¢ 

Mr. Nunan. No, sir. 

Mr. DeWrinp. I meant by that after the time you were Commis- 
sioner ¢ 

Mr. Nunan. No, sir. 

Mr. DeWinp. You feel certain that Mr. Mealey never consulted 
with you about personnel appointments in the New York area for the 
Alcohol Tax Unit? 

Mr. Nunan. I am quite certain of that. After I resigned ? 

Mr. DeWinpb. Yes. 


Mr. Nunan. I am quite certain of that; yes, sir. 
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Mr. Nonan. Within the Bureau ? 

Mr. DeWinp. Yes, in the civil-service grades? 

Mr. Nunan. Within the Bureau there were two Assistant Commis- 
sloners made without recommendations of any kind. Also I think 
the Chief of the Income Tax Division, after a vacancy occurred, there 
Was a promotion made without any recommendations. Also the as- 
sistant in the Income Tax Division, a promotion being made there 
without any recommendation. They were four top positions within 
the Bureau. Also the head of Accounts and Collections at one time. 
There was a promotion made there without any recommendation. 
That was within the Bureau. They were all civil service. 

Mr. DeWinp. | notice most of these cases we have referred to 
here that were recommended were cases involving the Alcohol Tax 
Unit. Was there anything in particular about the Alcohol Tax Unit 
that resulted in this class of recommendation in that division ¢ 

Mr. Nunan. Mr. Struett would not be Alcohol Tax. 

Mr. DeWinpv. With the exception of Mr. Struett, the rest were ‘ 

Mr. Nunan. No, sir. 

Mr. DeWrnp. You did not consider that the Alcohol Tax Unit 
occupied a different position ¢ 

Mr. Nunan. No, sir. 

Mr. DeWinxv. Why was it these particular positions theoretically 
in the Bureau filled on a merit basis were handled in that fashion / 

Mr. Nunan. I really can’t give any answer to that, Mr. DeWind. 

Mr. DeWinp. You don’t know of any reason why these positions 
were filled that way / 

Mr. Nunan. No, sir. 

Mr. DeWinp. Mr. Struett was a member of the statf of the chief 
counsel's office ¢ 

Mr. Nunan. I said I thought he was in the Bureau, but I wasn’t 
sure, 

Mr. DeW inp. He was appointed to a chief counsel’s staff position / 

Mr. Nunan. Head of the Penal Division in Chicago. 

Mr. DeWtnp. Under the chief counsel ? 

Mr. Nunan. That is correct. 

Mr. DeWinp. Was it customary for the Commissioner to partici 
pate in appointments to the staff of the chief counsel’s office ? 

Mr. Nunan. I don’t know whether he was appointed by Mr. Wen 
chel or by myself. Maybe I recommended it to Mr. Wenchel. 

Mr. DeWinp. Ordinarily the decisions on hiring in the chief coun- 
sel’s oflice were matters that 

Mr. Nunan. The chief counsel himself; yes, sir. 

Mr. DeWinpv. Mr. Nunan, from the time you resigned as Commis- 
sioner, to the present time, have you participated in the appointments 
to the Bureau of Internal Revenue é 

Mr. Nunan. No, sir. 

Mr. DeWinp. Have you made any recommendations to anybody 
concerning top positions? 

Mr. Nunan. No, sir. 

iv DeWtinp. Have you been consulted in regard to top appoint 
ments? 

NuNAN. No, sir. 
Mr. DeWinp. Would the same be true as to any appointments 


the Bureau ¢ 
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Mr. Nunan. Since my resignation / 

Mr. DeWrnp. Yes. 

Mr. Nunan. Yes, sir; I am quite sure it is. 

Mr. DeWirnp. In connection with the appointment of Mr. Bolich 
as Assistant Commissioner, did the Bureau or any official consult with 
you regarding that appointment ? 

Mr. Nunan. No, sir. I did not know of that until after he had 
been appointed. 

Mr. DeWinp. Did you appoint Mr. Bolich to be head of the Intelli- 
gence Unit in New York? 

Mr. Nunan. Yes, sir. 

Mr. DeWinp. How did that appointment come about?) Why was 
Mr. Bolich selected ? 

Mr. Nunan. Mr. Bolich I think had been agent in charge for many 
years. I knew him. I knew of his ability. I had recommended one 
other name before Mr. Bolich that was turned down in the Treasury 
Department. 

After that name, or that gentleman, had been turned down, then 
I suggested Mr. Bolich and his appointment went through. 

Mr. DeWrnp. Who was the gentleman you recommended ? 

Mr. Nunan. Mr. Walter Murphy. 

Mr. DeWrnp. You say the Treasury Department turned down that 
recommendation ? 

Mr. Nunan. As I recall it; yes. 

Mr. DeWrnpv. Then you proposed Mr. Bolich? 

Mr. Nunan. That is correct. 

Mr. DeWrnp. Mr. Bolich had never had any experience in intelli- 
gence work before? 

Mr. Nunan. He had been in the Bureau a great many years. I don’t 
think he had ever been in the Intelligence Unit. He may have been; 
I don’t know. 

Mr. DeWrnp. Had Mr. Bolich ever been a special agent in the early 
days of his Bureau service / 

Mr. Nunan. I don’t know. I thought he had, but I wouldn’t be 
sure of it. 

Mr. DeWinp. That may be right? 

Mr. Nunan. I don’t know. My recollection is he had been a special 
agent for a short time, but I am not sure of that. 

Mr. DeWrinp. When he was elevated to the position of Assistant 
Commissioner, you had no participation in that ? 

Mr. Nunan. None whatever. 

Mr. DeWinp. Did Mr. Mealey ever talk to you or did you ever talk 
to Mr. Mealey about personnel appointments in the Alcohol Tax Unit ¢ 

Mr. Nunan. No, sir. 

Mr. DeWrnp. I meant by that after the time you were Commis- 
sioner ¢ 

Mr. Nunawn. No, sir. 

Mr. DeWrnp. You feel certain that Mr. Mealey never consulted 
with you about personnel appointments in the New York area for the 
Alcohol] Tax Unit? 

Mr. Nunan. I am quite certain of that. After I resigned ? 

Mr. DeWrnp. Yes. 

Mr. Nunan. I am quite certain of that; yes, sir. 
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Mr. DEW inp. On Wednesday, October 12, 1949, there was a note in 
Mr. Mealey’s records that he had a telephone call from you “Re: New 
York personnel, October 12, 1949.” 

Mr. Nunan. I wouldn’t recall what that was about at all, sir. 

Mr. DeWInp. Were there any appointments made at that time in 
the Alcohol Tax Unit in New York? 

Mr. Nunan. I would be unable to say. I don’t recall any. 

Mr. DeWinp. Mr. Nunan, I have here a photostatic copy of a check 
dated November 3, 1948. I would like to show you that before it is 
put in the record and ask you if you can identify the check. 

Mr. Nunan. I would have to respectfully decline to answer the 
question as to whether or not I can identify it on the same grounds 
as this morning. 

Mr. DeWrnp. Does that check, Mr. Nunan, represent gambling 
winnings? 

Mr. Nunan. I respectfully decline to answer. 

Mr. DeWinp. This is a check dated November 3, 1948, No. 520, the 
Pennsylvania Exchange Bank, and the address, the only part of which 
I can make out is “Opposite Rockefeller Plaza.” “Pay to the Order of 
J. D. Nunan, Jr., $1,800.” The check is signed H. Richards, whose 
ame appears in print, 108 West Forty-third Street, New York, 
te 

I ask that it be made part of the record. 

Chairman Kine. If a is no objection, that will be the order. 

(The check referred to appears on the opposite page. ) 

Mr. DeWrnpv. On the back of the check appear two endorsements, 
J.D. Nunan, Jr., and Joseph D. Nunan, Jr. 

Mr. Burke. Mr. Chairman ? 

Chairman Kine. Mr. Burke. 

Mr. Burke. With respect to the chairman’s statement if there was 
no objection, I don’t know whether I have any capacity under the rules 
to make any objection. 

Chairman Kinc. We have had counsel that have done nothing but 
object all day long, Mr. Burke. I would listen to your statement just 
the same. 

Mr. Burke. In that connection I would say that of course I cer- 
tainly would object to its inclusion in the record inasmuch as the date 
read from the check indicates that it has nothing to do with Mr. 
Nunan’s activities when he was connected with the Bureau of Internal 
Revenue and must, therefore, be entirely outside the scope of the inves- 
tigation of this committee. 

Mr. Keocu. Mr. Chairman, I would like the record to note, too, this 
is a matter that touches upon the question of policy that I have on 
oce he yout in the past sought to have the committee finally determine, 
and that is whethie the subcommittee should do at a public hearing 
indirectly what it probably could not do by reason of the pleading of 
proper privilege on the part of the witness directly. 

For th: at reason I would like to reserve my rights on this matter. 

Chairman Kine. Has counsel any observation ¢ 

Mr. DeWrnp. I don’t see, in the absence of any testimony from 
Mr. Nunan identifying what this other financial transaction involved 
is, how the committee can possibly tell whether it is relevant to the in- 
quiry or not, when Mr. Nunan, among other things, pleads a privilege 
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against self-incrimination as a basis for refusing to answer. It 
by no means clear it is not entirely relevant to the investigation. 

Chairman Kine. Does Mr. DeWind’s observation have any bearing 
on whether or not you wish to alter your objection / 

Mr. Burke. No. I would not alter my objection, Mr. Chairman, 
except to say that I cannot see any explanation from Mr. Nunan of a 
check purporting to be written to his order at a date prior, a year and 
a half after he ceased to be connected with the Bureau of Internal 
Revenue, can relate to the appropriate subject matter of investigation 
of this committee. 

If the intent of the question and Mr. DeWind’s observations is to 
indicate this is part of Mr. Nunan’s income, as a private citizen, even 
more I would say the question becomes objectionable, inasmuch as it 
is my understanding that the law does not contemplate, let me say, 
an investigation of Mr. Nunan’s income reported as a private indi- 
vidual, or for that matter as a public individual, in public sessions of 
this committee. 

Mr. DeWinp. Mr. Chairman, it would seem to me to be frivolous 
and probably undesirable to speculate with Mr. Burke as to the og 
ble bearing this might have on the matters under investigation, but it 


is entirely clear without much imagination that it could be that pay- 
ments from unidentified sources could be relevant to this investigation. 

Mr. Nunan has declined to answer on grounds of possible self-in- 
crimination, among others. 

Chairman Kine. I would rule, with the reservation of Mr. Keogh, 
that the committee action will stand. 

Mr. Krogu. The request will be granted subject to my reserving my 


rights ¢ 

Chairman Krvne. That is right. 

Mr. DeWinp. Who is H. Richards? 

Mr. Nuwnan. I respectfully decline to answer. 

Mr. DeWinxp. While you were Commissioner of Internal Revenue, 
did you participate in any way in the handling by the Bureau of In- 
ternal Revenue of a case involving Bushwick Mills, a criminal fraud 
case ¢ 

Mr. Nunan. Not that I recall; no, sir. 

Mr. DeWrnv. Were you familiar with that case while you were 
Commissioner ¢ 

Mr. Nunan. No, sir. 

Mr. DeWinp. Do you recall shortly after you resigned as Commis- 
sioner making any representations concerning that case to the Bureau 
of Internal Revenue, or to any official of the Bureau? 

Mr. Nunan. No, sir; I do not. 

Mr. DeWtinp. Mr. Martin Schwaeber was the attorney in that case. 
While you were Commissioner the case had been referred to the De- 
partment of Justice and had been returned by the Department of 
Justice. The question came up of whether a protest should be made 
against the decision of the Department of Justice not to recommend 
prosecution in that case. 

Do you remember that matter coming up and some discussion that 
was held with you concerning the policy that should be followed in a 
case of that kind? 

Mr. Nunan. I don’t remember that particular case, Mr. DeWind, 
but I do recall discussing with the then chief counsel the policy of the 
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Bureau and what it should be after a case was sent to the Department 
of Justice and returned. It was always 4 feeling in the matter that 
once the Departmen t of Justice turned a « e back to the Bu reau that 
the case should be the n sent into the fiel 1, vasiadiion of what the case 
was, for settlement in the field, if the Department of Justice did not 
think they had a case in which they could prosecute. 

Mr. DeWrnp. Was it your position in connection \ the Bi ernie k 
Mills case and other cases that the recommendation of » Departn 

f Justice should be accepted as final ? 

Mr. Nunan. That is what I discussed with the chief counsel. At 
that time in mv opinion it should have been the poli \ rf the Bureau. 

My. DeWrnp. The record indicates you did take that position in 
connection with the Bi IS! hwi k Mills case, Afte ‘TY ye hac | resigned as 
Commissioner, did you participate in the handling of that case in any 
way! Did you discuss it with members of the Intell: » Unit in 
New York? 

Mr. Nunan. Not to my recollection. 

Mr. DeWinp. Did you discuss it with anybody in the regi 
counsel’s office ? 

Mr. Nunan. Not to my recollection. I don’t think so. 

Mr. Curtis. Did you discuss it with the taxpayer ? 

Mr. Nunan. I never met the taxpayer that I recall. 

Mr. Curtis. Or any of his representatives ? 

Mr. Nunan. No, sir: not that I recall. 

Mr. DeWinpb. How about Mr. Martin Schwaeber? You certainly 
met him ? 

Mr. Ncenan. Yes: I know Martin Schwaeber. 

Mr. DeWrnp. Did you ever cdiseuss the case with him and how it 
had been handled ? 

Mr. Nunan. I don’t think so. That case was sent over to the De- 
partment of Justice by me, wasn’t it? Or by the Bureau at the time 
I was Commissioner ? 

Mr. DeWtinp. That is correct. There is a note in the office of the 
regional counsel that, on April 8, 1948, you called in connection with 
the case and said you were calling on behalf of Mr. Schwaeber of the 
firm of Schwaeber and Saver. 

Mr. Nonan. I have no recollection of that call, Mr. DeWind. 

Mr. DeW1np. Did you participate in any way in the conduct of that 
case after you resigned as Commissioner ¢ 

Mr. Nunan. No, sir; I don’t think so. Iam quite sure I didn’t. 

Mr. DeWinp. How could it come about you had called on Mr. Cahill 
of the regional counsel's office in connection with the case ? 

Mr. Nunan. As I say, [have no recollection of having called on him. 

Mr. DeWrnp. The fact is that the records there indicate you did and 
said you were acting on behalf of Schwaeber & Saver, but that doesn’t 
re fresh your recollection at all? 

Mr. NUNAN. No. sir 

Mr. DeWrxp. Didn't you call Mr. Oliphant about this case, this 
Bushwick Mills case, concerning getting it out for civil settlement after 
you resigned as Commissioner ? 

Mr. Nunan. If I did, I don’t recall any phone call to Mr. hant 
to th if effect. A fter I resioned 2 
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Mr. DeWinp. Yes. Did you receive any compensation, directly or 
indirectly, in connection with the handling of the Bushwick Mills case? 

Mr. Nunan. No, sir. 

Mr. DeWrnp. Did you ever discuss the case with Mr. Bolich? 

Mr. Nunan. No, sir. 

Mr. DeWinp. Mr. Nunan, in connection with the appointment of 
Mr. Olson as Alcohol Tax Unit supervisor in New York, did you des 
ignate the investigator who was to investigate that case for the person 
nel investigation of Mr. Olson ? 

Mr. Nunan. I don’t think so. I think whoever the investigator 
was, he was designated by the Intelligence Unit or the Alcohol Tax 
Unit. I don’t think I did. 

Mr. DeWrnp. The investigator in the case was Mr. Harzenstein. 
Do you know him? 

Mr. Nunan. I don’t think I knew him at that time. I have met him 
several times since. 

Mr. DeWrnv. You do not believe you selected him to make the 
investigation ? 

Mr. Nunan. No, sir; he was in the Philadelphia area, wasn’t he? 

Mr. DeWinp. Did you take any position in connection with that 
investigation as to how it should be conducted or the speed with which 
it should be conducted ? 

Mr. Nunan. Not to my recollection; no, sir. 

Mr. DeWinpv. Did you not have conveyed to Mr. Harzenstein i 
structions you wanted that investigation expedited ¢ 

Mr. Nonan. On Mr. Olson ¢ 

Mr. DeWrnp. Yes. 

Mr. Nunan. I may have, but I don’t recall having done that. 

Mr. DeW inp. But it would be possible that you would give such 
instructions to an agent to expedite the investigation ¢ 

Mr. Nunan. Yes, sir: it would be possible. 

Mr. DeWrnp. Wouldn't that very possibly influence the position of 
the agent, in making the investigation, to know you were personally 
interested in its outcome ¢ 

Mr. Nunan. I think he could bring in a bad report just as quickly 
as he could bring in a good report if he had to expedite the report. 

Mr. DeWrnp. You don’t think it would influence his conduct of thx 
investigation, being told you were personally interested in having it 
expedited, Mr. Olson being your nominee for the position ¢ 

Mr. Nunan. No, sir. 

Mr. DeWrnp. Did you ever talk with Mr. Harzenstein about the 
Olson investigation personnally ? 

Mr. Nunan. Not to my recollection ; no, sir. 

Mr. DeWtnp. Did you ever talk to him about anything in conne 
tion with the Conerty investigation, or the lack of investigation of that 
case ¢ 

Mr. Nunan. With Mr. Harzenstein ? 

Mr. DeWinp. Yes. 

Mr. Nunan. No, sir; not that I recall. 

Mr. DeWrnp. Did you recall whether or not you ever received a 
report that Mr. Harzenstein was supposed to have said the positi 
was held for Conerty by you? 

Mr. Nunan. I didn’t quite get that question. 
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Mr. DeWinp. Did you ever hear that Mr. Harzenstein had made 
the statement that you were holding the position in Chicago open for 
Mr. Conerty ? 

Mr. Nunan. No, sir; I never heard Mr. Harzenstein make that 
statement. 

Mr. DeWinp. You did not call Mr. Harzenstein in and criticize 
him severely for having made such a statement ‘ 

Mr. Nunan. Not to my recollection; no, sir. Iam a little confused 
about that in the questioning. 

Mr. DeWtnp. There is information that Mr. Harzenstein had made 
some statements that the Conerty position had been held open for 
him by you, and information that has come to the committee is that 
you called Mr. Harzenstein in that connection and criticized him for 
talking about that particular matter. 

Mr. Nunan. That may be possible, because there is no question in 
my mind that I was holding the position open in Chicago until after 
the grand jury had finished their investigation. So it might have 
been possible I talked to Mr. Harzenstein. 

Mr. DeWrnp. You don’t recall any criticism of Mr. Harzenstein 
for this matter ¢ 

Mr. Nunan. No, sir; I do not. 

Mr. DeWinp. Do you recall the Famous Infants’ Knitwear Co. tax- 
fraud investigation ? 

Mr. Nunan. No, sir. 

Mr. DeWrnp. Do you recall that was a case that Mrs. Barry spoke 
to you about ? 

Mr. Nunan. I didn’t know the name of it until you just mentioned 
it now. 

Mr. DeW inp. You do recall she spoke to you about that case? 

Mr. Nunan. Yes, sir. 

Mr. DeWinp. Was Mrs. Barry acting as attorney for the Famous 
Infants’ Knitwear Co. and its officials? 

Mr. Nunan. She was acting as attorney for somebody. Whether 
it was the company or the officials, I don’t know, but I know she was 
acting as attorney for somebody. 

Mr. DeWrnp. What did she consult with you about in connection 
with the case? 

Mr. Nunan. As I recall it, she came down to see me and told me 
that she was being retained in this case and were there any sugges- 
tions I could make to her. I said, “No; I can’t make any suggestions 
to you. If you are retained, you will have to work it out the best way 
you can.” 

Mr. DeWinp. Any suggestions? 

Mr. Nunan. Not as I reca!! it. 

Mr. DeWinp. She came to see you in your office in Washington ? 

Mr. Nunan. That is correct 

Mr. DeWinpv. On how many occasions did she come in and talk to 
vou about that case ? 

Mr. Nunan. Only the once, I think. 

Mr. DeWrnp. On that one oecasion you told her you had no sugges- 
tions; you had no other connection with the case ? 

Mr. Nonan. That is right; I said that “There is nothing I can do 
about it.” 
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Mr. DeWrnp. You do not recall that Mrs. Barry came to your office 
again about it ? 

Mr. Nunan. I don’t think she ever came on that case. I know 
once or twice when she was down in Washington she might have 
stopped in to see me because she was a very good friend, and I was 
a very good friend of her husband, the late Congressman Barry; 
but I don’t think she ever talked about the case except on that one 
occasion. 

Mr. DeWinp. He never talked to you about the case ? 

Mr. Nt NAN, I think he was deceased at the time. 

Mr. DeWrnp. It is mv impression he was not, but he never talked 
to you about the case ? 

Mr. Nunan. No, sir: he never talked to me about it. 
Mr. DeWrnp. Did she tell vou how she came to be retained in that 
case ¢ 

Mr. Nunan. No, sir. If she did, I don’t recollect it. I don’t think 
she did. 

Mr. DeWinp. Did she indicate to you she had never handled a 
criminal fraud case before ? 

Mr. Nuxawn. I don’t know whether she did that, or not. I don't 
know whether she ever handled any fraud cases before that, or not. 

Mr. DeWrnp. Did she tell you what she had received as a fee in 
the case, or what she was going to receive / 

Mr. Newnan. No, sir; not to my recollection. 

Mr. DeWinp. Mr. Nunan, the testimony given here by the agents 
of the Bureau of Internal Revenue who have been conducting a joint 
investigation for this subcommittee was to the effect that their inves 
tigation had disclosed during the period from 1945 to 1950, inclusive, 
there was a sum of $161,000 of deposits of cash and checks which they 
had not been able to trace to any known source. A great deal of that 
amount was in the form of currency. Have you any explanation to 
make as to any of the items of cash that you deposited in brokerage 
accounts and bank accounts during that period ¢ 

Mr. Nunan. I respectfully decline to answer on the same grounds 
as I stated this morning. 

Mr. DeWrnp. Mr. Nunan, one of the matters involved in that case 
was the Brown & Bigelow fee, and a portion of the fee which was 
apparently not reported by you for tax purposes. Wouldn’t your 
representation of Brown & Bigelow in a matter pending before the 
Bureau of Internal Revenue when you were Commissioner be in 
direct violation of the prohibition against representation in matters 
that you were familiar with while you were Commissioner ? 

Mr. Nunan. I respectfully decline to answer that on the same 
grounds. 

Mr. DeWrnp. Mr. Nunan, there have been statements made con- 
cerning your alleged representation of taxpayers in other cases than 
the Brown & Bigelow case where it was alleged your representatior 
was improper and in violation of the prohibition against representa- 
tion in cases pending before the Bureau while you were Commissoner 
of Internal Revenue. Do you know the cases to which I refer? 

Mr. Nunan. I presume, Mr. DeWind, you are referring to the 
Indianapolis Brewery and the Portage Brewery cases and the Den 
mark cases? 


Mr. DeWrnp. Yes, sir. 
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Mr. Nunan. Yes, sir. 

Mr. DeWrnp. Did you act as counsel ? 

Mr. Nunan. I acted as counsel for the manager of the Indianapolis 
Brewing Co. who was a man named Mr. Bardin, but I never repre- 
sented any of the brewery companies in those matters and had nothing 
to do with the reduction of their taxes. 

Mr. DeWinp. What was Mr. Bardin’s relationship to the Indian- 
apolis Brewing Co.? 

Mr. Nunan. He was the manager. 

Mr. DeWinp. Was he a stockholder in the company ¢ 

Mr. Nunan. No, sir. I don’t think he was. His brother was a 
stockholder. 

Mr. DeWinp. If not nominally a stockholder, did Lawrence Bardin 
have any indirect holdings in the name of his brother, or anybody 
else ¢ 

Mr. Nuwnan. I don’t think so. No, sir; not that I knew of, or not 
that I know of now. 

Mr. DeWinp. Was that a matter pending before the Bureau of 
Internal Revenue when you were Commissioner ? 

Mr. Nunan. I don’t think so; I don’t think the Bardin case was 
pending. I am not sure. Whether the Indianapolis Brewing Co. 
was, I don’t know. I had no knowledge of either one of them. 

Mr. DeWrtnp. Under the laws then in effect, if a matter were pending 
before the Bureau of Internal Revenue while you were Commissioner, 
but it was a matter with which you had no connection or no know]- 
edge, were you permitted to act as attorney after you left the Gov- 
ernment? 

Mr. Nunan. I think I was; yes, sir. 

Mr. DeWrnp. Did you have any knowledge or connection with 
the Indianapolis Brewing case or any of those other cases while 
you were Commissioner ? 

Mr. Nonan. No, sir. 

Mr. DeWtinp. You were absolutely sure of that? 

Mr. Nunan. I am quite positive of that, Mr. DeWind ? 

Mr. DeWinp. In cases where you were asked to represent taxpayers 
who had matters pending before the Bureau while you were Com 
missioner, was the procedure to get permission from the Secretary 
of the Treasury to handle the case? 

Mr. Nounawn. I think the procedure was to ask for a waiver. As I 
understand, for those years—I may be wrong in my interpretation 
of the law—but from the time, 1941 or 1942, when the war first 
broke out that law was suspended and wasn’t put back in the statute 
books until 1948, and was suspended by an Act of Congress in the 
Renegotiation Act. I don’t know whether I am correct in that, 
but that has always been my interpretation of it. 

Mr. DeWrnp. Under the act which was suspended for a period of 
years during the war and after the war, the limitations on handling 
cases that were pending before the Department when you were em- 
ployed, you were required to file requests for permission to handle 
such cases, to obtain certifications you had had no connection with the 
matters while you were in the Bureau, and that is what these waivers 
were, applications for certification you had no participation in the 
case ? 


Mr. Nunan. Yes, sir. 
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Mr. DeWrnp. You filed an application in connection with the In- 
dianapolis Brewing case ¢ 

Mr. Nunan. I filed an application for Indianapolis, Portage and 
Denmark, and for both the Bardin brothers. 

Mr. DeWrnp. If you did not represent them, why did you file ap- 
plication ? 

Mr. Nunan. It was done at the outset of the case when I first came 
to represent Mr. Bardin and we thought there might be a conflict 
later on. I never represented any one of those brewerles or his brother. 

Mr. DeWrnp. Did you participate in any way in the handling of 
those cases ? 

Mr. Nunan. No, sir; I did not. Nor did I ever get a fee from any 
one of the brewery companies or from Mr. Bardin’s brother. 

Mr. DeWixp. You did represent Mr. Lawrence Bardin before the 
Bureau of Internal Revenue ? 

Mr. Nunan. Yes, sir. 

Mr. DeWinp. Did you get permission to do so? 

Mr. Nunan. I filed a waiver on his behalf. I don’t recall whether 
I got permission, or not, 

Mr. DeWinp. When you filed that waiver for him, you couldn't 
handle the case until it was certified on that application you had no 
connection with the case; is that right ? 

Mr. Nunan. I don’t know whether that certification was obtained, 
or not. I don’t recall. 

Mr. DeWrnp. You filed the form of application ? 

Mr. Nunan. Yes, sir. 

Mr. Dewrnp. In connection with the handling of the Lawrence Bar- 
din matter, were you required to get into the other case at all? 

Mr. Nunan. No, sir. 

Mr. DeWrnp. You were not indirectly in any way acting for that 
company ¢ 

Mr. Nunan. They were in the hands of a receiver and had their 
own attorneys, and two breweries up in Wisconsin, Portage and Den- 
mark, were represented by two other attorneys. 

Mr. DeWrnp. As I understand what you are saying, you did not 
represent the companies in those cases, but in any event you had no 
knowledge of them while you were Commissioner ¢ 

Mr. Nunan. That is correct. 

Mr. DeWrnp. So would it be your position you could have repre- 
sented them, if they wished to retain you, you could have obtained 
permission ¢ 

Mr. Nunayn. I think that is right. Yes, sir. 

Mr. DeWinp. Were there other cases involved in this question of 
your representation. For example, how about the various Brown 
Derby ( ‘orps. ¢ 

Mr. Nonan. They were civil cases. 

Mr. DeWrnp. Did you act as counsel for them ? 

Mr. Nunan. They were civil cases. I did act as counsel for them 
and I think filed waivers, filed the application for them. They were 
cases having to do with restaurants on the west coast, of whic h I had 
no knowledge, and, incidentally, the Bureau ruled against me in those 
cases. 

Mr. DeWinp. Was there a case involving a taxpayer named 
Udell? 
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Mr. Nunan. Yes, sir. He was referred to our office and I repre- 
sented him, I think, after he had been recommended for prosecution 
by the special agent. I don’t know whether the case passed through 
the chief counsel’s office at that time, or not, but eventually we 
submitted an affidavit of a doctor. Mr. Udell, who originally lived 
in Baltimore, had moved to Florida. We submitted an affidavit from 
a doctor as to his ill health. He was examined by a Public Health 
doctor in Florida whose report, I understand, said that the man had 
a severe heart condition and should not be subject to a trial, and the 
Department of Justice sent the case back into the field for settle- 
ment, 

Mr. DeWrnp. You did act as counsel in that case? 

Mr. Nunan. In the criminal end of it. After it was sent back to 
the field. I understand Mr. Udell retained the services of another law- 
ver in Florida who filed a protest against the assessment and who is 
now taking the case to the tax court. 

Mr. DeWrinp. Are you saying you had nothing to do with the 
civil settlement in that case? 

Mr. NUNAN. No, sir. I don’t think there has been a civil settle- 
ment made yet. 

Mr. DeWinp. But you have had nothing to do with that? 

Mr. Nuwnan. No, sir. 

Mr. DeWrwnp. As to any of these matters, did you acquire any 
knowledge, direct or indirect, while you were Commissioner, con- 
cerning those cases? 

Mr. Nunan. No, sir. 

Mr. DeWinpv. Had you ever heard of the cases while you were 
Commissioner ? 

Mr. Nunan. I had not; no, sir. 

Mr. DeWrnp. You had nothing to do with the settlement of the 
civil liability or any postponement of settlement in the Indianapolis 
Brewing Co. case and the other brewing cases ? 

Mr. NUNAN. No, sir. 

Mr. DeWrxp. Did you ever make any argument or representation 
to the Bureau of Internal Revenue concerning those cases? 

Mr. Nonan. No, sir: I did not. 

Mr. DeWinp. Did you represent at any time the Unexcelled Chem- 
ical Co. ? 

Mr. Nunan. Mr. DeWind, before we come to the Unexcelled case, 
I would appreciate it if we could put on the record, as I think is clear- 
ly indicated, that the Bureau of Internal Revenue and the Treasury 
Department have sanctioned or said what I have just testified to in the 
brewery cases is correct. 

Mr. DeWrnp. In what form did the Bureau of Internal Revenue 
make that statement / 

Mr. Newnan. I thought there was a letter sent to the Senate. Was 
it a Senate investigating committee? I wasn’t sure of that, but I 
had heard there was a letter sent to the Senate committee to that 
effect. I thought perhaps you might have had knowledge of that. 

If you have not, we will let it pass. 

Chairman Kine. I might add for the record at this point that in 
a consultation with counsel of this committee and a member of this 
committee and two other competent legal gentlemen, it was their 
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considered judgment that there was no wrongdoing on your part 
connection with the unfortunate publicity that had gone throughout 
the country to the contrary. 

Mr. Nunan. Thank you, Mr. Chairman. 

Mr. DeWrnp. You acted as counsel for the Unexcelled Chemical 
Co. ? 

Mr. Nunan. In what year? 

Mr. DeWrnp. Have you ever acted as counsel to that company ¢ 

Mr. Nunan. I think I acted as counsel for that company in the 
year 1949, 

Mr. DeWrnp. Did you elect to receive the fee in that case in the 
form of stock of the Unexcelled Chemical Co. ? 

Mr. Noonan. Mr. DeWind, on that question I respectfully refuse 
to answer on the ground that, first of all, it is outside the scope of this 
committee, and, secondly, on the same grounds I stated this morning. 

Mr. DeWinp. Did the Unexcelled matter in which you acted in- 
volve Federal taxes? 

Mr. Nunan. I must respectfully decline to answer on the same 
grounds. 

Mr. DeWunp. Including as a ground your answer might tend to 
incriminate you ¢ 

Mr. Nunan. Including the language of the fifth and sixth amend- 
ments of the Constitution. 

Mr. Curtis. Mr. Chairman? 

Chairman Krne. Mr. Curtis. 

Mr. Curtis. Do you know Mr. Henry W. Grunewald? 

Mr. Nunan. Yes, sir. 

Mr. Curtis. When did you first get acquainted with him ? 

Mr. Nunan. I met him once. That is all. 

Mr. Curtis. Where was that ? 

Mr. Nunan. It was after I had resigned from the Bureau of In- 
ternal Revenue, and I think it was at one of the local race tracks near 
Washington. 

Mr. Curtis. Whom was he with? 

Mr. Nunan. I don’t know who he was with. He was with a group 
of people I didn’t know, most of them. 

Mr. Curtts. Do you recall who introduced you to him ? 

Mr. Nunan. To the best of my recollection—I am not certain, but 
I think I was introduced to him by Mr. Oliphant. That is my recol- 
lection, but I am not sure. I was in a group and he was with a group 
and we were introduced. 

Mr. Curtis. Did Mr. Grunewald have any tax matters while vou 
were Commissioner ? 

Mr. Nunan. No, sir; not that I know of. 

Mr. Curtis. Did Mr. Bolich ever discuss Mr. Grunewald with you ! 

Mr. Nunan. No, sir. 

Mr. O'Brien. Did Senator Bridges ever discuss anything with 
you? 

Mr. Nunan. No, sir. 

In reference to Mr. Grunewald ? 

Mr. O'Brien. In reference to the Klein case. 

Mr. Nuwnan. No, sir. 

Mr. DeWrxv. Mr. Chairman, I have no further questions. 
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Chairman Kine. Are there any further questions? 

Mr. Nunan, in spite of the statement you have read at the com- 
mencement of the proceedings today, and with every respect for the 
contents of it in connection with the rights which you and all of 
us enjoy, that is, under the Constitution, [ cannot help but say to you 
that it is a sad state of affairs when one who has held a position such as 
you have in Government, probably one of the most important, would 
choose to decline to cooperate as you have with this committee in 
furnishing information, and would further claim the privilege 
against self-incrimination in any of the matters that we have at- 
tempted to explore. 

1 want you to know that I personally am most sympathetic with 
you at this time. Inasmuch as I have chosen in times past to state 
an opinion, which is a traditional sort of practice in the Congress, I 
certainly did not want you to leave the stand without a full realization 
that it has disturbed the committee considerably for reasons I have 
mentioned. I trust, however, that your health will improve and I 
trust also that you understand. You may be excused. 

Mr. Burke. Mr. Chairman, may I be heard for one moment ? 

Chairman Kine. You may. 

Mr. Burke. In regard to what the Chair has been good enough to 
say. I should like to say on behalf of Mr. Nunan, and I think he indi- 
eated in his opening statement, that were it not for the pendency of 
the grand jury investigation to which you referred he would not have 
exercised an of the rights that he has exercised, but in that connec- 
tion, so there may be no misunderstanding, I should like to read : 
quotation from a decision of the circuit court of appeals handed down 
only a few weeks ago. This is the precise language therein: 

The privilege is for the innocent as well as the guilty and no inference can 
be drawn against the person claiming it that he infers he is engaged in doing 
something forbidden by Federal law The subject is fully discussed in the 
text books where the statement is summarized that the truth is that the privi 
lege exists for the sake of the innocent. 

Chairman Kine. Very well, Mr. Burke. 

If there is no further business, the committee will adjourn subject 
to the call of the Chair. 

T hereupon, at 4:55 p.m., the committee was recessed, to reconvene 
subjec t to call of the Chair.) 
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